Reference: 20160292

9 September 2016

Thank you for your Official Information Act request, received on 29 July 2016. You
requested:

“1. A copy of all reports, briefings and advice Treasury has prepared to support
Treasury’s assessment for the Ministry of Education’s Investor Confidence Rating
of C in July 2016;

2. A copy of any correspondence, including emails, between Treasury and the
Ministry of Education regarding the Investor Confidence Rating, since 1 April
2016.”

On 26 August 2016, | sought an extension of 10 working days. A response to your
request is due by 9 September 2016.

Information Being Released

Please find enclosed the following documents:

Item | Date Document Description Decision

4 | 18/02/16 CO Implementation Update for Release relevant part
Investment Ministers 11 February
2016

o | 19/02/16 Investor Confidence Rating: Release relevant part
Results for Tranche 1

3. | 18/03/16 Investor Confidence Rating: Release relevant part
Results for Tranche One

4. | 24/03/16 SEC Briefing: Investor Confidence | Release relevant part
Rating: Results from Tranche One

Hollingsworth [TSY]))

6. | 8/05/16 RE: ICR results - Tranche One - Release in part
Possible release of high level
results in July(Kerry Hollingsworth
[TSY]))




7 | 9/06/16 ICR results - Tranche One - Release relevant part
Possible release of high level
results in July(Kerry Hollingsworth
[TSY]))

g | 28/06/16 RE: Follow up on the ICR results Release in full
release approach(Fiona Smith))
g | 11/08/16 FW: EMBARGOED Investor Release relevant part
Confidence Rating (Emily Marden
[TSY]))

10. | 11/08/16 FW: EMBARGOED Investor Release in part
Confidence Rating(Emily Marden
[TSY]))

11. | 11/08/16 FW: CONFIRMED RELEASE Release in full
TIME/DATE(Emily Marden [TSY]))
12 | 11/08/16 FW: updated key messages and Release in part
questions and answers(Emily
Marden [TSY]))

| have decided to release the documents listed above, subject to information being
withheld under one or more of the following sections of the Official Information Act, as
applicable:

. personal contact details of officials, under section 9(2)(a) — to protect the
privacy of natural persons, including deceased people, and

. certain sensitive advice, under section 9(2)(g)(i) — to maintain the effective
conduct of public affairs through the free and frank expression of opinions

Please note, information withheld as ‘out of scope’ relates to the ratings of other
Government agencies and therefore is not relevant to your request.

Information to be Withheld

There is one additional document covered by your request that | have decided to
withhold in full under the following sections of the Official Information Act, as
applicable:

certain sensitive advice, under section 9(2)(g)(i) — to maintain the effective
conduct of public affairs through the free and frank expression of opinions

Item Date Document Description Proposed Action

13. | 11 August 2016 Investor Confidence Rating messages for the Withhold in full
Ministry of Education

In making my decision, | have considered the public interest considerations in section
9(1) of the Official Information Act.




Please note that this letter (with your personal details removed) and enclosed
document may be published on the Treasury website.

This fully covers the information you requested. You have the right to ask the
Ombudsman to investigate and review my decision.

Yours sincerely

Ricky Utting
Manager, Investment Management & Asset Performance



OIA Information for Release 20160292

1. Report on implementation of CO(15)5 Circular - Investor Confidence Ratings
2. Treasury Report Investor Confidence Rating Results for Tranche 1

3. Treasury Report Investor Confidence Rating- Results from Tranche One
4. SEC Briefing: Investor Confidence Rating: Results from Tranche One

5. Feedback on the LTIP

6. ICR Results - Tranche One - Possible release of high level results in July

7. RE ICR results - Tranche One - Possible release of high level results in July
8. RE Follow up on the ICR results release approach

9. FW EMBARGOED Investor Confidence Rating

10. FW EMBARGOED Investor Confidence Rating

11.  FW Confirmed Release Time Date

12. FW updated key messages and questions and answers
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Purpose of this report

This report covers the preliminary results and proposed
implications of the first tranche of Investor Confidence Ratings (ICR)
for 6 agencies. This report invites Investment Ministers to consider
these results and proposed implications, which vary according to
each agency’s ICR and investment context.

The report also seeks agreement to proceed with the CAB100
process and report to SEC by 30 March on these results and
implications.

Overview of ICR

On 13 April 2015, Cabinet approved the new circular, CC

The ICR is a new component in the investmenit fa

Purpose of ICR \

= To provide an incentive mechanism that rewar
investment management performance and Urages agencies
and the corporate centre to address gap ent
performance.

= To enhance the degree of objectivi

our in the
investment management system e with past practices.

Operation of ICR

The Treasury examined agency performance through an agreed mix
of lead and lag indicators (see Appendix 1). The results reveal what
each agency (and the corporate centre) need to do to enhance
future investment performance.

11 February 2016

system. It is a rating of an agency’s current.inve > %
management environment, as distinct f erits of a V
particular investment or proposal.

IN-CONFIDENCE (Report prepared for
Investment Ministers)
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yvinfluence the general level of
er investments, as well as its

e-arrangements, and the level of assistance
- endix 2 sets out the in-principle

mMent Ministers: a C rating means the

Incentive eff%% i

Tranche
As schédule e Treasury has now compiled preliminary results
for each 6 agencies in tranche 1, based on specific

provided by agencies, monitoring departments and the
e centre and 3 party suppliers.

ailed results are shown in the body of this report. Two agencies

due to provide further information on benefits or their long
term plans which may affect their rating. Preliminary results are
shown in the table below:

ACC B
Department of Corrections c*
Ministry of Education c*
Inland Revenue Department A
NZ Defence Force B
NZ Transport Agency B

* Agency providing further information which may affect the ICR result



Potential agency implications

The Treasury has started discussions with each agency on the
potential implications for them arising from the preliminary results,
and the material in Appendix 2.

This report outlines the shape of the potential implications and
invites Investment Ministers to indicate their level of comfort with
the potential implications. Particular agency by agency implications
would take effect as soon as practicable after Cabinet approval ( ie
from 1 May 2016).

Potential system implications

The preliminary ICR ratings are already being used to inf

Investment Panel advice on capital proposals in the Budg
Other investment-intensive agencies are responding
R

Recommenda

Doc 1
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& &

e the preliminary ICR ratings for each agency as set
the body of this report

te The Treasury has commenced discussions with each
agency on the potential implications of their ICR score,
taking account of their investment context

Approve the potential implications for each agency as set
out in the body of this report (or as otherwise amended)

Next steps
Tranche 1 activity Next steps
5.  Invite the Minister of Finance to proceed with the CAB100

Explore potential
implications of agency
ratings

Prepare Cabinet paper
for consultation repared by The
(results and with agencies and
implications) orporate centre)

March 2016 oF, Ministers, chief

executives, Boards

Consult over Cabinet
paper

Cabinet committee 30 March 2016 SEC

consideration

Cabinet consideration Cabinet

11 February 2016

4 April 2016

IN-CONFIDENCE (Keport prepared for
Investment Ministers)

o

process and report to SEC by 30 March on the first tranche
of ICR results and implications, and

Note ICR activity is underway for tranche 2

Out of scope of request
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An 18 month programme in three tranches
focus is on getting quality long term inves

( )
e Current performance

e Strategic intentions
e Strategic Choices

e Confidence

e Sustainable
services

e Capital efficiency

e Future sustainabili'@? o %
v(%f\ P )\ Benefits delivery

@ ...to underpin performance
and improve public value

*optimise value; increase system efficiency; enable results

IN-CONFIDENCE (Report prepared for
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Investment Ministers agreed the 10 in-principle implications in Appendix 2. Rece
implications: decision rights and corporate centre information requirements.
range of such implications for tranche 1 agencies.
For discussion purposes the potential breadth of implications for those
example 2 could apply to all agencies covered by C0(15)5).
The overriding proviso is that Investment Ministers (and the corpora
intentions and performance information. With this visibility, ther
investments (projects, programmes, portfolios) to satisfy parti r Cabinet interest
transformation programme. s
1. Potential range of capital investment (approval) thr 2. ange of Corporate Centre requirements
IIC” “" B” IIA”
<\§ m... rating rating rating To...
WO&‘ andated CE “owns”
requirements for £ assurance
om- vestments, . : plans and
’ £ e information
Status quo Gateway, 5 - sharing
General approval limit for monitoring etc g .
T PR L “ obligations,
Ministers $25m WOLC -1 ©
0 selects from
General approval limit for - CE discreti S menu of
CEs $15m WOLC / iscretion = assurance
(usually minor, low % ;
to medium risk g options
@ investments) 2
Note in addition for higher rated agencies there could be Note for the purposes of discussion this example includes
more flexibility around technical baseline changes CC monitoring, reporting, Gateway, business cases and
(compared with CO(15)4, including use of MYAs. other assurance requirements
IN-CONFIDENCE (Report prepared for
11 February 2016 (Report prep 6

Pages 7 - 8 not relevant to request

Investment Ministers)
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Investor Confidence Rating:

C

Scope of ICR assessment

School property and
ICT portfolios

Elements Score

Element % Score Element
Score
(]
1 (A::/T;Al;/lanagement Maturity 87% 17/20
(%]
o Project, Programme and Portfolio o
g 2 Management Maturity (P3M3) 60% 9/15
el
f=
- Quality of Long Term Investment
© 0,
3 > Plan (LTIP) 40% 4/10
Organisational Change o @
4 Management Maturity 80% @%
5 Benefits delivery performance 20%
2
S 6 Project delivery performance 12/15
©
%
£
o 7 Asset performance 00% %
)
3 System. performance 60%
(compliance)
Total Score “3*/100
Total Score | \\Rgti g
81 A
66 B
51 C
26 D
0 E

IN-CO!

FI

Treasury Comment

¢ assessment recognises gains made in
ome further improvement .

s of its P3M3 management (particularly benefits
older management and resource management) that may

mited evidence of asset performance or evidence to show that expected
investient benefits have been realised (as distinct from project delivery to time,

@and scope requirements).

Note: Education disagrees with the Treasury's preliminary assessment of the
Ministry's benefits delivery performance which it claims fails to take account of
programme level benefits. It says the benefits score “is not credible, is misleading
and unnecessarily raises a reputation risk. ..” “It also prevents the Ministry from
attaining an overall B rating...”. Further information may affect the score for this
element and potentially the overall rating.

Potential Implications

Based on a C rating there is no change to the general approval thresholds set out in
Cabinet Office circular CO(15)5. Existing business case and corporate centre
assurance requirements apply. The main implications arising from the ICR are for
Education, working with the corporate centre, to develop and use a n integrated

11 February 2016

Pages 10 - 12 not relevant to request

-long t(gm in\{egl;gwpegnrtﬂgﬁp\,rlift P3M3 capability and improve benefits management.

npnr
9

Investment Ministers)
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ar ;orizon)

e regime set outin CO(15)5. It
e centre processes. Three agencies

Tranche 1 confirmed some common

strengths and revealed some other

gaps that need to be addressed to lift ided a “virtual” LTIP - essentially an
. rmalg jsting ing documents, not necessarily oriented

overall investment performance... i quirements.

Project delivery vs. benefits management . . Most other LTIPs revealed a medium rather than

The evidence for element 6 shows agencies are very good long term perspective.

delivering projects according to the time, cost, and scopé ' s'took an agency-centric lens with limited recognition of
-of*‘government approach to planning and options.

requirements agreed with investors.
enefits Treasury will use exemplars from Tranche 1 to help agencies
13 maturity prove the next round of LTIPs.
S rformanc% A

By contrast with Investment delivery, the eviden
management is much more mixed: the externa

sset Performance targets

Agencies generally scored well in both asset management maturity
(element 1) and in relation to their own asset performance targets
N (element 7). However, as in the past, the exercise raised questions

works at . . .

about the quality of asset performance information. Due to some
are unintended ambiguity in its guidance around element 7, The
Treasury accepted information of varying quality. The Treasury will
fine tune its published guidance to make the information
requirements clearer, particularly the distinction between how well
assets themselves are performing as opposed to metrics on levels
The Treasury is enhancing its existingc and support for of customer service. The Treasury will work with agencies to
agencies to lift this aspect of investment performance, and to improve the asset performance information.

leverage good current and emerging practices in agencies like
Out of scope of request

not yet being used; still others have articulated ed
benefits from investments but are not systery ssessing

actual performance against what the inve ected or taking a
long time to assess the impacts of invest .

A further area for improvement is in the way targets are set: In
Out of scope of request :he performance targets are agreed at Board level. In
departments, equivalent targets are generally established at

executive level or implied (rather than explicitly set) in output

11 February 2016 IN-CONFIDENCE (RepgptdiinBRES With Ministers. 13
Investment Ministers)
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Budget processes (access to new Crown funding)

r - étained through ICR process

% ereis rich detail on key
asset class (element 1) or investment

intends to use insights into agency

Where available, the Investment Panel is using the ICR as an
indicator of the credibility of agency budget proposals and
prospects of success in the agency investment environment.

This information, along with the merits of the proposal, could
influence whether the proposal is supported, how it might be
delivered, and what conditions might need to be in place to

assure benefits are delivered as expected. f project vs programme maturity in agencies

le if/when the agency is contemplating investing
me of work, compared with individual projects.

example: D indicator and improvement actions

* no new funding for “C” rated agencies ice the ICR scores are confirmed by Cabinet we intend to use
e Outlook indicator to recognise changes (positive or negative)

in ICR elements between formal 2-yearly ICR assessments. For
example, when an agency improves the quality of their LTIPs
and/or starts to use the LTIP as a basis for monitoring its
performance we can recognise that through a “positive “ outlook
indicator, to supplement the agreed ICR.

) % Over time we expect “positive “ outlook indicators to translate
This f)ccurs to some degrge at Prese’?t but th A ) into higher ICR scores. Conversely an observable deterioration in
provide a more systematlc basis for inv ontingency, one or more ICR element could result in a “negative” or “Watch”
draw down or reporting arrangements outlook indicator which is a signal that some corrective action

@ needs to be taken to restore the previous level of confidence.

The CC intention is that these ratings and indicators would be
progressively taken into consideration in other performance
processes.

IN-CONFIDENCE (Report prepared for

. 14
Investment Ministers)

11 February 2016



Approach to Ratings, Outlook

. To get an “A” rating, agencies need to
score highly on the most valued
elements - not necessarily high on all
elements.

. Scores are determined by the extent of
the alignment between current and
appropriate levels of performance.

2 |P3M3 management maturity L 15 assessment by independent assessor using P3M3
. Improvement actions (by the agency or ke maturity model
corporate centre) will centre on closing Q L] o .
i Z d 10 Corporate centre assessment based on criteria set out in
gaps between current and appropriate 3 1Quality ofghg Term '“‘m ea LTIP quidance
levels for performance. le the N
performance “gap” @Mtional chdng sgement The maturity score ol?tained by agency self assessment
) . . it Lead 5 [followed by moderation process using approved

. The rating will be based on quality L |aturity change management maturity model
information and repeatable analytical Total for Leadindicators =
processes so that it is reliable and Assessment approach
durable. Examines evidence to determine whether actual

. b it: t ted busii b it:

. Between reviews, an “outlook V 5 |Benefitsdéljvery performance Lag 20 enefits met expected business case benefits from
o o ) significant investments that attained "in-service" status
indicator” will be used to signa Nges w over a given period
in the direction of travel in a (5 ) ) ]

. Examines evidence to determine whether actual
investment or asset manage &ject delivery performance Lag 15 performance met expected performance based on
environment. % individual business cases
Examines evidenceto determine whether actual
7 |Asset performance Lag 10
performance met agreed asset performance targets
Corporate centre assessment based on transparency,
X compliance with key system performance expectations
8 [System performance (compliance) Lag 5 R
over recent past and performance against long term
capital plan over a given period.
Total for Lag indicators 50
Totals 100

11 February 2016
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Eight ICR Indicators, Weights, 5 s for assessing&@e ent

|
ndicator
Element type t Assessment basis
% The asset management score obtained by agency self
Lead 0 assessment reviewed by independent assessor using

1 |Asset managemz@s‘\:

Treasury maturity model

The maturity score obtained through facilitated self

IN-CONFIDENCE (Report prepared for
Investment Ministers)

15



Appendix 2: In-principle ICR implic

Rating
A

sheets and baselines, investment intentions).

For items 1-6, levels of authority would be set by Cabinet in relatio
For items 7-9, arrangements for significant investments would als

Profile Assessment (RPA))

VE

vestment Plan.

c risk profile for a given investment (Risk

in the table below. The base
€ or reporting arrangements.
stment context (agency balance

Doc 1
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partments

\Ferdepartments
1 2 3 4 5 6y ) 7 3 9 10
Spending Authority to make \>
accumulated investment Authority to retain |Authority to/m Leve| of assistance Level of CC or Level of project, Charges from CC for
depreciation on decisions on proceeds from investm vailable for monitoring programme, additional
departmental departmental departmental asset [decisigh: jmprovement department portfolio reporting |Assurance interventions or
balance sheet assets disposals assets activity ew Crown funding [assurance activity [to and by CC requirements support

Close examination |General approval

of cash
disbursements

profile relative to

LTIP

thresholds apply

Cash disbursements Reduction in both

subject to central
release

11 February 2016

Minister and CE

authority to make
investment

decisions

Targeted assistance |N

Targeted assistance

Multiple forms of
assistance

eutral, subject to

Potentially intensive monitoring or other assurance actions

IN-CONFIDENCE (Report prepared for
Investment Ministers)

Standard array of services

(eg via governance)

Highly likely

16



Appendix 2: In-principle ICR implicati&or

Rating

Doc 1
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The base case is a “C” rating, which reflects general approval thresholds set o
Actual levels of authority for these types of agency would be agreed betwe
agency ICR, its balance sheet and long term investment plan.

For items 7-9, actual arrangements for significant investments would

investment (Risk Profile Assessment RPA) %
For Crown entit\laand Sthedule 4A cdmpanies

1 2 3 4 5 7 8 9 10
Spending Authority to make %
accumulated investment Authority to retain |Authority to make ehof assistance Level of CCor Level of project, Charges from CC for
depreciation on decisions on proceeds from investment ita or monitoring programme, additional
departmental departmental departmental asset |decisions on department portfolio reporting [Assurance interventions or
balance sheet assets disposals assets @ i i ing |assurance activity |to and by CC requirements support

These specificimplications apply only to departments. For
other agencies any equivalent action would be the subject of
discussion between the responsible Minister and Board,

rather than determined by Cabinet.

merits of

investment

proposal
Targeted assistance

%; [subj geted assistance |Neutral, subject to Standard array of services

Multiple forms of Potentially intensive monitoring or other assurance actions Highly likely
assistance (eg via governance)

IN-CONFIDENCE (Report prepared for

17
Investment Ministers)
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er agencies



There are currently
24 investment-
intensive agencies,
split into two tiers
according to the
scale or criticality of
assets.

The Treasury is
implementing the
ICR to all 24
agencies in three
tranches over 18
months from mid
2015 to mid 2017.

Cabinet has yet to
determine whether
the new Canterbury
Earthquake entity
will be investment-
intensive.

The TEC conveys
relevant investment
management
expectations to TEls

11 February 2016

Tier 1 agencies (10)

ACC

Auckland DHB, Canterbury DHB
Corrections

Education

HNZC

IRD

Ministry of Health

NZDF

MFAT @
Justice%
Po
MSD

Counties Manukau DHB, Northland DHB,
Waitemata DHB

Capital & Coast D'?ﬁ&%?ﬂﬁlﬂl?ﬁ&"{ﬂg%gjr %?epa red for

Investment Ministers)

Tranche 2 (Sept

Tranche 3

(March 2017)

v

<B<BE <3 -

18
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THE‘TREASURY

Kaitohutohu ]\aupapu Rawa

Investor Confidence Rating: Results for Tranche 1

o
LD
Date: 23 February 2016 Report No: 1<%o\f6/239 —
File Number: | ST-4-8-4-6-1
>
Action Sought
Action Sog@k{@ cadline
Minister of Finance Agree ta@%:j}«lth CA Thursday 25 February 2016
(Hon Bill English) consul peess
Associate Minister of Finance Note\he rgﬁort and aft None
)
(Hon Steven Joyce) Casm\et Paper.. /1
Associate Minister of Finance )1 the repor‘f a\d\@ttgched draft None
e inet p
(Hon Paula Bennett) 2 /’?\ )
N
\\\\(7 i}
N~ - .
Contact for Telg@m éﬁlscu n (if required)
Name 5|tion Telephone 1st Contact
Kerry Hollin sﬁs@ Principal Advis 04 917 6153 92)(@) v
(q (wk)
Ricky Utting i"{g\e(\ 04 890 7200
(wk)

—
Actions f&r@ inister’s Office Staff (if required)

Return the signed report to Treasury.

Note any
feedback on
the quality of
the report

Enclosure:

Yes (attached)

Cabinet paper - Investor Confidence Rating - Results of Tranche 1

Treasury:3395709v1

IN-CONFIDENCE
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IN-CONFIDENCE

Treasury Report: Investor Confidence Rating: Results for Tranche 1

Executive Summary

This report seeks your approval to consult over a Cabinet paper on the results and proposed
implications of the first tranche of Investor Confidence Ratings (ICR) for six agencies — ACC,

Corrections, Ministry of Education, IRD, NZDF and NZTA. i%
The Cabinet paper is based on material discussed and approv Investment Minister’s
meeting on 11 February 2016. At that meeting Ministers ag oceed with the CAB100

final decisions on ICR ratings and consequential implications for each agency.” ~

The report to Investment Ministers flagged areas where ffugher information was being
provided by the agencies. That information has een provided a scores firmed up

as a result. None of the changes has been material enough to%é/ﬁhe preliminary ratings

approved by Investment Ministers. - \
eeks frqﬁTQZS\%\@bruary to 17 March 2016.

a\n\y@c}hitoring departments and the

The consultation period will run for nearty
We intend to consult with the six affec
corporate centre. 3

are firm, we anticipate that during this period agencies will
want to have further discussions with the corporate centre on the ICR implications. We
consider that further discu valuable r(ﬁq%‘s strengthen the agency resolve to make
desired improvements, al*‘ e parti implications are within the parameters
approved by Investm?n\t\Miﬁis erand d

\\/ ~J
e findi tinue during the consultation period and that

cﬁngs wi
urther info be included in the Cabinet paper. At the
Itation will report back on any changes to the paper itself

Id up the consultation process.

riod wi
and on an refineyu\a%he broad agency by agency implications.
- \ T
oL AN\
Recommended Action

N\ )
We recommend t %ag/ree to proceed with CAB100 consultation on the attached draft
Cabinet paper: orConfidence Ratings: Results from Tranche One.

"

Agree/dis %

Minister 0?%1’1%
)
N

Ricky Utting

Manager

Hon Bill English Hon Steven Joyce Hon Paula Bennett

Minister of Finance Associate Minister of Finance Associate Minister of Finance
T2016/239 : Investor Confidence Rating: Results for Tranche 1 Page 2

IN-CONFIDENCE
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IN-CONFIDENCE

Office of the Minister of Finance

[Consultation Draft 23 February 2016]

Chair
Cabinet Committee on State Sector Reform a

INVESTOR CONFIDENCE RATING: R%/ ROM@E/ONE

Proposal

1. This paper covers the re@rd propo Ck atlons of the first tranche of
Investor Confidence Ratings-(IC for six of the _most investment-intensive agencies
being ACC, the Departme@rf; orrection > Mi |stry of Education (MoE), Inland
Revenue Department the/

Transport Agency (N;

2. It invites Cabinet- tb approv.
associated mphcétngﬂs arrélng from tt

Executive S x

. ¢ ;!lce circular CO(15)5 Investment Management and Asset
the Stz?)ze\ es came into effect on 1 July 2015. That circular
ICR, wmchvls rating of an agency’s current investment management
, as distin \swthe merits of a particular investment or proposal.

/

ICR is! c@s@n d to provide an incentive mechanism that rewards good
mvestment m vent performance and encourages agencies and the corporate
centre to ad s in investment performance. The ICR complements other work
underway ocial investment space to generate data to inform decisions on where
to invest, e sure investments are structured for success and measure the impacts
of our(jec\é\\

5. Iﬁr\hlgcontext performance is assessed against an agreed mix of eight indicators
that together provide insights to the way each agency manages its assets and capital
investments.

6. The Treasury has now completed the first tranche of ICR assessments, working
closely with six of the most investment-intensive agencies in the State Services — ACC,
Corrections, MoE, IRD, NZDF and NZTA, and the corporate centre — under the
direction of Investment Ministers.

7. The results from tranche 1 show that IRD attracts an A rating, ACC, NZDF and
NZTA attract a B rating and Corrections and MoE attract C ratings.

Out of scope of request
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9. The ICR has been challenging for all parties concerned given the timeframes for
reporting back to Cabinet. However | consider that effort has been worthwhile. The
ICR has systematically identified a range of strengths and gaps in each agency. This
information provides a sound basis for focusing improvement activity within and
between agencies over the next two years before the next round of ICRs takes place.
It also helps inform the choices we will make in the budget process and any special
arrangements around new investments.

aturity and’a ry

good at delivering investments according to the agreed time, cost and scopé. The two
most important areas for improvement are in plannin a‘long ter \hQ}jzfoyand in
the delivery of benefits from agency and all-of-gover: nvestments.\ (:7

11. From a wider public sector management perspective we nowﬂg& e a'sound basis
‘ : sed way and

results.

N,
12. If approved, the ratings a %o ated ms&%ovz(s will take effect as soon as

practicable (i.e. from 1 May 2 ;y/.‘/‘ The Té\;—i\ il work through transitional
arrangements with each agency, relevant monitoring”departments for Crown entities
and the corporate centre.’ <\ )

o roli

derway o\n\rJJ]

giving them (and their Ministers) more discreti \ tments and reducing
compliance costs, compared with other agenci i invites Cabinet to not
only approve the ICR ratings for the S"ég;@"‘ ove particular changes
in approval thresholds and corporat i ( in“recognition of the ICR

13. Meantime, work i out the ICR Out of scope of request

Out of scope of request

Ma ]
eff n 015
lift capability and Qeﬁogm ce across the State Services.

‘te/rﬁ enhancements was the introduction of the ICR, which is a
rating of an y’s’current investment management environment.

16. The purpose of the ICR is to provide an incentive mechanism that
rewarc‘zrs} ol investment management performance and encourages agencies and
the corporate centre to address gaps in investment performance. It also enhances the
degree Offdf)jectivity and rigour in the investment management system compared with
past practices.

17. During the second half of 2015, the Treasury worked with agencies to develop
the detailed ICR approach. The ICR comprises eight elements or types of information,
each of which has a given weighting as shown in figure 1 below.

Includes the State Services Commission, Department of Prime Minister and Cabinet and functional lead
agencies.
Northland, Auckland, Waitemata, Counties-Manukau, and Canterbury DHBs.
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Figure 1: Eight ICR elements, weightings and bases for assessment

Indicator
Element type Weight Assessment basis

The asset management score obtained by agency self
1 [Asset management maturity Lead 20 assessment reviewed by independent assessor.using
Treasury maturi odel

2 |P3M3 management maturity Lead 15
3 Quality of Long Term Investment Plan Lead 10 C@o\r%ntre assessment basi“ E riteria set out in
(LTIP) _|LTIP guidance
ha\ turity score obtained-by-agency self assessment
Organisational change management mé 4 L a9 X v self
4 maturit Lead olfowed by moderatio }(\ s using approved
y _ }hange manggq‘nsht@gtt)rity model
Total for Lead indicators 50

Assessm

Exa \mes\gvﬁ@ to determine whether actual

en i?s\méi*\ ected business case benefits from
5 [Benefits delivery performance Lag 20 N _\é/%p i - 4 f "
Si icqntiinvestments that attained "in-service" status
W) B&q n period

\ % nes evidence to determine whether actual
“|performance met expected performance based on
individual business cases

/

6 |Project delivery performance

Examines evidenceto determine whether actual

7 |Asset performance
performance met agreed asset performance targets

Corporate centre assessment based on transparency,
compliance with key system performance expectations
over recent past and performance against long term
capital plan over a given period.

100

I
e‘sdgjw;f atures of the ICR are that:

“equal weight to lead and lag indicators. Lead indicators give

performance against agreed targets over the last two years

CR uses a mix of independent parties (to test the most important lead

indi —épbrs), agency self assessment and corporate centre expertise, and

o It also reinforces government’s investment objectives by placing a high weighting
on delivery of benefits or impacts as well as traditional time, cost and scope
dimensions of project delivery.

19. Investment Ministers approved the approach and confirmed the ICR would be
rolled out across 24 investment-intensive departments and Crown agents in three
tranches over 18 months.

20. Investment Ministers also agreed in principle what the implications of the ICR
rating would mean for departments and Crown entities: a C rating means the status
quo applies; relative to that position, agencies with A or B ratings can expect more
decision making authority and reduced compliance costs, whereas the converse
applies to any D or E rated agencies.
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21. Detailed guidance was published in the first quarter of 2015/16. From
September 2015 to January 2016, the Treasury worked with the six agencies in
tranche 1 to collate, assess and moderate the ICR information.

22. As the detailed results emerged discussion focused on what each agency (and
the corporate centre) needs to do to enhance future investment performance.

Tranche 1 results &
r//']
Overview \\ N

23. The Treasury has now compiled results for ea e six agencie
based on specific information provided by agencies, monitoring. departments, the
corporate centre and 3rd party suppliers. The s@lt\‘s;@re shown'i Figure 2 below.

24. These interim results have been and ag@g by Investment

o E\W e 0
Ministers® and are subject to Cabinet approva ough thi % "/
25. My expectation is that, due to th \a critical asset and investment

portfolios, Tier 1 investment-intensive agencies denionstrate at least a B rating. On
that rationale, the results highli veed for improvement in some agencies to

attain or secure this level of con

this report.

26. Further details on the basi foi"e/ach a%ri ing are provided in the annex to

yy
Figure 2: Interim ICR/r S pproval)

j/ect to G,/ ﬂT’ne
o ens

Interim !CRresult

S SV,
ACC ?

Depart eections % C

i ‘i:%ation V C

Reyenue De % A

NZ Defence Force % B

B

NZ Transp%%>

Potential ications
( (\ \

27. A\\enng/ under Cabinet authority, Investment Ministers previously agreed in-

principle what the general implications of ICR scores could mean for departments and

Crown entities. These general implications were published along with ICR guidance in

October 2015.

28. Recent discussions with agencies have focused on two main implications:
decision rights and corporate centre requirements. Investment Ministers considered
the potential range of such implications for tranche 1 agencies as shown in figure 2
below.

3 Acting under the delegation in CAB Min (15)11/7A
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Figure 2: Potential ranges of ICR implications for approval thresholds and corporate
centre requirements*

1. Potential range of capital i (app! I) threshold 2. Potential range of Corporate Centre requirements
apn Upto acn agn apr
rating  $50m From... rating rating rating To...

woLc Mandated
requirements for

“ B”/l/

From... rating assets, significant
investments, eg
Status quo “c” Gateway,

rating,”’ monitoring etc

_Upto
$25m
WOLC

General approval limit for

CEdiscretion

CEs $15m WOLC

assurance
options

S
o% be overriding proviso

and targeted reporting

Selectivei

29. Investment Ministers considered
for expanding approval thresholds o

30. | consider it is important [ Ministers (and the corporate centre)
have visibility through the L i

4 Example 1 relates to departments; example 2 could apply to all agencies covered by C0(15)5).
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Ministry of Education (Interim rating: C)

39. The evidence shows MoE has strengths in asset management maturity and in
delivering projects to scope and on budget. It consistently meets its own asset
performance targets and its self assessment shows strengths in organisational change
management maturity.

40. There are gaps in aspects of its P3M3 management (particularly benefits
management, stakeholder management and resource management) that may affect

6 These generally sit with the Board (for agency-funded investments) though the Cabinet Manual requires the

responsible Minister to consider whether a proposal should also be considered by Cabinet.
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future performance. MoE’s separate investment portfolios need to be more closely
integrated in its LTIP and connected with the Education System Agencies’ Response
to the Education System Stewardship Blueprint. MoE intends to update its LTIP in the
next six months.

41. Some key performance information is limited or not yet available: in particular
there is limited evidence of asset performance apart from utilisation targets or evidence
to show that expected investment benefits have been reallségy/partlcularly for’ a/@nge
of school property investments. ﬁ\\ é ') /":/7 AN o

42. The MoE has stated that it disagrees with the{] ea@r?s asses: nt of its
benefits delivery performance. The MoE says the m big\gy “fails to<taKe account of
programme level benefits management and the/‘T‘re ury's ap roach/ “has been
inflexible in spite of recogmsmg the need t0/chang the metﬁq Iocx/ in future”.
Consequently, it considers “the resulting é(éof 4 out of éo 43 Y)t credible, is
misleading, and unnecessarily raises a rep@n \gsk if it is perc@\?e@the Ministry has
failed to deliver benefits and therefore ayers' moqéy( It also prevents the
Ministry from attaining an overall ICR QGB"\f er uryébﬁm\ Qg the credibility of the

ICR framework”. p J RN
43. The Treasury acknowledge $rcelved rlsk {j; m%nds to work with MoE to
help it underpin its performance s ith mform on the impacts of its school

property upgrades or expansmn&\m /terms o<th% \efits government is seeking
through such programmes/s%lch\as mproved/acr;é%to education or lifting educational
achievement. 7

44, BasedonaC ra@lﬁe\{ls no chamge\ﬁ the general approval thresholds set
out in Cabinet Offlce/ ;:fbrc CO(15)5/ xisting business case and corporate centre
assurance requirements- gpply The}m@ implications arising from the ICR are for
MoE, working \y\tﬁ the cprporate Eenhega develop and embed its integrated long term
investment pl)any/n‘tf M3 capa@l\tt)aén d“improve benefits management.

Out of scape of @V
&
&

&
&
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management maturities relating to the current and future management of assets and
investments; and it requires agencies to collate and analyse information on
investments over the last two years.

Incentive effects

64. Cabinet agreed that the ICR may influence the general level of financial authority
an agency has over investments, as well as its reporting and assurance arrangements,
and the level of assistance from the corporate centre.
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Themes from tranche 1

65. The ICR has highlighted a range of particular improvement opportunities in each
agency at the ICR element level. The common areas for improvement are in:

o Lifting the quality of long term planning (and resultant LTIPs)
. Aligning project delivery and benefits management di ,and

o Making asset performance targets more meanin \\

me set out in % t underpins
LTIPs Vﬂﬂ come increasingly
long term wﬁp‘ of agency and

Long term Investment Plans (10 year horizon)

66. The LTIP is seen as a key aspect of the r
a variety of corporate centre processes.
important tools for providing transparency
sector investment intentions.

67. With a few exceptions, the first <f\LTIPs revea d|um rather than long
term perspective. Further, most LTIF ok an @g entrlc lens with limited
recognition of sector or all-of-gov ?r‘ung and options.
68. The Treasury will use exel%ﬁa jrom Tra cmg elp all agencies improve the
next tranche of LTIPs and ¢ ﬁne\ct intentions %@;ﬁ ance reporting.
&n \ Q ,‘/
'gement/*"~

6 sho ag\mles are very good at delivering projects

, and %}mﬁwrements agreed with investors (i.e.

ief executives).

Project delivery vs. ben

69. The evidence f
according to the tlrrfe/
Cabinet, responskbleﬁvlm@z

tn/vestme{;%iv , the evidence around benefits management

. the ext 3M3 maturity assessments (element 2) and

erformance information (element 5) shows that benefits

agencies’ /own efits p
mana@% from one agency to another, for example:

o encies a aiure practices and are using benefits information
. me don’t I7(ave
o Others h

|ts management frameworks at all

beneﬁts management frameworks but these are not yet being used,

o Still ave articulated the expected benefits from investments but are not
S)/st ically assessing actual performance against what the investors expected
or are taking a long time to assess the impacts of investments.

71. The Weasury is enhancing its existing guidance and support for agencies to lift
benefits management performance, and to leverage some good current and emerging
practices in agencies.

72. The Treasury, through its monitoring activity, will place renewed focus on building
evidence on the impacts of investment activity to complement the strengths agencies
have on delivery of new assets and capabilities.

Asset Performance targets

73. Agencies generally scored well in both asset management maturity (element 1)
and in relation to their own asset performance targets (element 7). However, as in the
past, the exercise raised questions about the quality of asset performance information.
Due to some unintended ambiguity in its guidance the Treasury had to accept
information that didn’t always provide a complete picture of asset performance. The

10
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Treasury has fine tuned its published guidance to make the information requirements
clearer, particularly the distinction between how well assets themselves are performing
as opposed to metrics on levels of customer service. The Treasury will work with
agencies to improve their asset performance information.

74. A further area for improvement is in the way targets are set: In ACC and NZTA

the performance targets are agreed at Board level. In departments, equivalent targets
are generally established at executive level or implied (r than explici et) in
output agreements with Ministers. o,

[ <N\
System implications i% <\\\f/
Budget processes (access to new Crown funding - \f

75. Where ICR results are available, the T Ury§ Investmﬁ an | is using the
ICR as an indicator of the confidence in a@b dget propos nd prospects of

success in the agency investment environme ‘\ ,\//}‘
76. This information, along with the fi \o osal, could form part of the
Treasury’s advice to Budget Ministers.. ould influence whether the proposal is

supported, how it might be deliver -what condi
assure investment benefits are % I S expec

77. The ICR will provide a more SQs“tematic,, §;§* investment contingency, draw

ions might need to be in place to
o~

Use of detailed ICR inf or impro& m@q urposes
S \

L~
78.  Under the ICR(headline scores
that both the agegey\gjrig/}he corpo

particular assurance or reporting arran
79. For e \’éere is %
agency’s asset nagement capability by asset portfolio and also their project or
progra %ity for d\i%?vestment portfolios that is relevant when the agency
is con g invest{ g in-programmes of work. Similarly, the data collated in
su \t\ig projec 2\95 sét-related lag indicators provides a useful reference point
for monitoring futur@%ﬁance.
t\ \\ (\

is rich detail on key management maturities
tre can use to tailor improvement plans and

dent, granular information available on each

Outlook indicator a fjfp(brovement actions

81. G@e}l the two year review cycle for the ICR | propose that Investment Ministers
use an outlook indicator to recognise or signal changes (positive or negative) relating
to ICR elements between the formal 2-yearly ICR assessments (similar to the way
credit rating agencies signal changes in the outlook for listed companies).

82. For example, when an agency improves the quality of its LTIP and/or starts to
use the LTIP as a basis for monitoring its performance this positive change would be
recognised through the outlook indicator, as a signal to other agencies and the
corporate centre that the agency has improved and/or embedded key elements of its
capability or performance.

83. Over time | anticipate a “positive” outlook indicator would translate into higher
future ICR scores, with resultant changes in the levels of discretion afforded to
agencies relative to the centre. Conversely an observable deterioration in one or more

11
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ICR elements could result in a “watch” signal that may indicate some corrective action
needs to be taken to restore the previous level of confidence.

Consultation

84. The Treasury consulted with all affected agencies and the corporate centre in the
preparation of this paper, including the Ministry of Tra rt as the toring
department for NZTA. The results were discussed a ved by/lﬁ nt

Ministers at their meeting on 11 February 2016.

)
QR
Next steps in the ICR roll-out V(\/

Out of scope of request

Financial Impllcatlops7 \ N\ )
(N

88. There are go\\ﬁﬁéﬁpi\“al impli

proposals that,. if\ approved, would re
thresholds s@ﬁnex 10 )5.
isla cations\
s

i I\ \!&;i\fnplications.

;%?\n\/alysis
impact analysis requirements do not apply.

Humaﬁ?ﬁi , Gender Implications, Disability Perspective
D)
N7/

91. There are no human rights, gender or disability implications associated with this
paper.

Publicity

92. There is no current intention to proactively release the ICR results or
implications.

Northland, Counties-Manukau, Waitemata, Auckland and Canterbury.

Department of Conservation, NZ Customs Service, Department of Internal Affairs, Ministry of Business
Innovation and Employment, Ministry of Foreign Affairs and Trade, Ministry of Health, Ministry of Justice, NZ
Police, Ministry of Social Development, Capital and Coast Health DHB, Southern DHB, Waikato DHB and
Housing NZ Corporation. Timing of the ICR for Otakaro has not yet been confirmed.

12
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Recommendations

93. | recommend that the Cabinet Committee on State Sector Reform and
Expenditure Control:

Results from tranche 1

1. note that the Treasury, working closely

2. note that Investment Ministers have i and app ove;i ;the interim
ICR ratings for each of the six agenci e broad-parameters of the
ngs t ount-.of their respective

investment contexts

Approval of ratings

3. approve the following |

| interim ICRresult

V‘V
ry of Education
land Reve rtment
@: ; - NZ Def% B

NZ Transport Agency B

‘I approval thresholds set out in CO(15)5

13
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Ministers for each agency in tranche 1 to discuss the ICR
11./dire ;l/?:h

agency’s plans to lift their investment performance over time.
ith transparency over expanded thresholds
e Treasury to incorporate in its regular investment monitoring

eports to Cabinet, information on the any investments that are subject to the
@ nded thresholds.

Outlook indicator

12. agree that Investment Ministers may use an outlook indicator to recognise
and signal material changes (positive or negative) in the ICR elements
between the formal 2-yearly ICR assessments, including changes in
capability or performance arising from improvement plans.

Next steps with the ICR programme
13. note that ICR activity is already underway for tranche 2 agencies out of scope of request

14






Annex: Details on each agency’s ICR result

IN-CONFIDENCE

Investor Confidence Rating:

C

Scope of ICR assessment

School property and

System performance
(compliance)

ICT portfolios
Elements Score
% Score Element
Element
Score
Asset Management Maturity
1 87% 17/20
(AMM) ° /
o . .
9 ) Project, Programme‘and Portfolio 60% 9/15
3 Management Maturity (P3M3)
©
f=
E 3 Quality of Long Term Investment 20% 4/10
K] Plan (LTIP)
4 Organisational Change 30% 4/5
Management Maturity ~
5 Benefits delivery performance
)
8 6 Projectdelivery performance
©
%
=
Eﬂ 7 Assetperformance

Total Score

Total Score |

81
66
51
26
0

Education receives an Invésto nfidence Ratin b%\ ichis based ona score of

63 points out of 100, Th: : hasan exp \-t\a idyhat Tier 1 investment-
intensive agenciesa a sment recognises gains made in
i furt

erimprovement.

deliveri rojectsto scope an

perform% /réets andits&

ch emanagementma ity

earegapsin as/pects\fw'] P3M3 management (particularly benefits
ment, stakgh(ﬂdgr N

udgét. It consistently meetsitsown asset
entshows strengthsin organisational

agement and resource management) that may

Z f future peffo rm\\érnée ) The separate parts of the Education LTIP needto be
i/ }/1 re closely integra ed’.’"Eéucation plansto update the LTIP in the next 6 months.
Qv ,

| Some key per ce information is limited or not yet available: in particular

therei avidence of asset performance orevidence to show that expected
investme efits have been realised (as distinct from projectdelivery to time,

costand scope requirements).
\Mation disagrees with the Treasury's preliminary assessment of the

mi iéfry's benefits delivery performance which it claims fails to take account of
rogramme levelbenefits. It says the benefits score “is not credible, is misleading
d unnecessarily raises areputationrisk. ..” “It also prevents the Ministry from
attaining an overall B rating...”. Furtherinformation may affect the score for this
elementand potentially the overallrating.

Potential Implications

Based ona C rating there is no change to the generalapproval thresholds set outin
Cabinet Office circular CO(15)5. Existing business case and corporate centre
assurance requirements apply. The mainimplications arising from the ICR are for
Education, working with the corporate centre, to develop and use a n integrated
long terminvestment plan, lift P3M3 capability and improve benefits management.

Pages 19 - 22 not relevant to request

18

Doc 2
Page 31 of 79



Doc 3
Page 32 of 79

IN-CONFIDENCE

THE TREASURY

Kaitohutohu ]\aupapil Rawa

Treasury Report: Investor Confidence Rating- Results from Tranche One

7
LD
Date: 22 March 2016 Report No: 'I<%61}6/494 \\\:ﬁ,/
File Number: | ST-4-8-4-6-1

Action Sought 57 (DAY

ction Soug \ \/

Action Sog@k{@ cadline
Minister of Finance Sign th rep%ﬁWu agre Thursday 24 March 2016
(Hon Bill English) S'g?\ inet paperm agg‘é%a
Associate Minister of Finance Note\he rgport and None
N
(Hon Steven Joyce) Cagﬁn\et paper O
Associate Minister of Finance )1 the repor‘fa@@ched None
(Hon Paula Bennett) /i&—f— inet pa
o
\\\\gi -
N~ .« .

Contact for Telg@m éﬁlscu n (if required)
Name S|tion Telephone 1st Contact
Kerry Hon?sﬁs@ Principal Advisor, IMAP | 04 917 6153 (wk) 9@ v

Ricky Utting @e@MAP 04 890 7200 (wk)

—
Actions fQ@ inister’s Office Staff (if required)

Note the CAB100
Return the signed report to Treasury.

Lodge the Cabinet paper with the Cabinet Office

Note any
feedback on
the quality of
the report

Enclosures: Yes: Cabinet Paper 3396324v4, Out of scope of request

Treasury:3416967v1 IN-CONFIDENCE
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IN-CONFIDENCE

Treasury Report: Investor Confidence Rating- Results from Tranche
One

Executive Summary

This report invites you to submit the attached Cabinet paper for consideration at the-Cabinet
Committee on State Sector Reform and Expenditure Control (S eeting sch d for
Wednesday 30 March 2016. Yo

‘ (\/\\“
prior’to form ‘r\CABj/QO
of the six agencies in Tranche

QN

There have been no changes to the substantive %éﬁdation/s,a\ result of the
consultation. % ( \\
ch

consultation (T2016/239 refers). We have consulted with

We provided you with a draft of the Cabinet paper last month
ac
One, relevant monitoring departments and the corpora{e

N\ )

A~ \ /)
The paper presents the results from the firs@ of the@ca nfidence Rating (ICR).

The main recommendations are for SEC to:

(o
. approve the ratings for the six ies in Tranche 9being ACC, Corrections,
Defence, Education, IRD and@i jand oo

. agree to particular impli :@s\for two de ts— IRD and Defence — in recognition

of their A and B rating

Other points to note are‘"/(jy/m

e The paper and(the\ﬁféféi)rhmendg o
agencies are expected to achieve a

nt portfol%
a C rating an the commentary on both Corrections and Education
ectation u that each agency would work towards attaining at least
heduled ICR assessment in two years’ time.

uthority for the Investment Ministers group to determine the timing of any

delegate
public release of the Tranche One results.

. In addition to noting the next ICR tranches, the paper and recommendations invite SEC
to note the parallel work the Treasury is doing to strengthen the investment management
system.

T2016/494 : Investor Confidence Rating- Results from Tranche One Page 2

IN-CONFIDENCE
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IN-CONFIDENCE

Recommended Action

We recommend that you agree to submit the attached paper Investor Confidence Rating:
Results from Tranche One to the Cabinet Office by Thursday 24 March 2016, for consideration
by the Cabinet Committee on State Sector Reform and Expenditure Control (SEC) at its
meeting scheduled for Wednesday 30 March 2016.

Agree/disagree.

Ricky Utting
Manager, IMAP

Hon Bill English
Minister of Finance

T2016/494 : Investor Confidence Rating- Results from Tranche One Page 3

IN-CONFIDENCE
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IN-CONFIDENCE

Office of the Minister of Finance

Chair
Cabinet Committee on State Sector Reform and

INVESTOR CONFIDENCE RATING: RI?/@OM TI&Q/ONE

Proposal
1.  This paper covers the re %%ropose i tfons of the first tranche of
Investor Confidence Ratm%( R) for si e i vestment intensive agencies
being ACC, the Department of- orrect| rréctions), Defence’, the Ministry
: Inland R%; epartment (IRD), and the NZ

of Education (Edu
prove g \&3 ratings for these agencies and the

2. It invites CabMe)z,
implications ar|5|n7g ﬁo

circular (15)5 Investment Management and Asset
te Services came into effect on 1 July 2015. That circular

{C is a rating of an agency’s current investment
e

, as distinct from the merits of a particular investment

i f/dgs@n d to provide an incentive mechanism that rewards good
na@ement performance and encourages agencies and the
e? to address gaps in investment performance. The ICR
com s other work underway in the social investment space to provide

that informs decisions on where to invest, make sure investments are
g(truc\tu for success and measure the impacts of our decisions.

5. FN#n&context performance is assessed against an agreed mix of eight indicators
that together provide insights to the way each agency manages its assets and
capital investments.

6. The Treasury has now completed the first tranche of ICR assessments, working
closely with six of the most investment-intensive agencies in the State Services —
ACC, Corrections, Education, IRD, Defence and NZTA, and the corporate centre
— under the direction of Investment Ministers.

In this paper, Defence refers to the New Zealand Defence Force (NZDF) and the Ministry of Defence (MoD)

Corporate centre means the central agencies i.e. the State Services Commission (SSC), The Treasury and the
Department of the Prime Minister and Cabinet (DPMC) and functional leaders working together to provide
leadership for the State sector and to monitor, influence, and improve performance.
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7. The ICR rating scale covers A to E, where A is the highest. The results from
Tranche One show that IRD attracts an A rating, ACC, Defence and NZTA each
attract a B rating and Corrections and Education attract C ratings. None of the

agencies in Tranche One rated D or E.
[ >
9. Evidence also shows that most agencies have’ good asse \a@&,jchange
management maturity and are very good at delivering investme j;s@ec/c/ding to
the agreed time, cost or scope requirements ~but usually not all ‘N-@(é on every

investment. The three most important @for |mprover,]j§§x are’in planning

8. Out of scope of request

over a long term horizon, setting as t%érf;armanceﬁ\r ets jand providing
evidence for the delivery of agreed b i m ageqéy«a\ }.all-of-government

investments. N\ )
~ N\ 4
10. The ICR has been challenging f%%f;?zrties conciiiﬁe en the timeframes for

reporting back to Cabinet. Howev

onsider-th: rt has been worthwhile.
The ICR has systematically identified a ran g\zgs\tfengths and gaps in each
agency. This informatio ( a 30‘!&\3 for focusing improvement
activity within and betwe&%géhcies over-th xt two years before the next
round of ICRs takes place. It also helps inforn “the choices we will make in the
budget process an gcial arra/ng%fgaround new investments.

11.  From a wider pub manae’in/\éﬁp rspective we now have a sound basis
for recognising the best rated agencies in a meaningful and evidence-based way
and giving t@'ﬁf(@d their
options to reduce compliance co

12. This p invites Cabi ot only approve the ICR ratings for the six
agencies also approve  particular changes in approval thresholds and
%entre req ts in recognition of the ICR results.
{

a gemen“té(«\ivj, h. each agency, relevant monitoring departments for Crown
entities a th\é\o'c/)rporate centre.

14. Meanti

corp
13. Ied, the rati\Q\Q\s: nd associated implications will take effect as soon as
Qgc cable (i.e%J ay 2016). The Treasury will work through transitional
o

is well underway on rolling out the ICR across five DHBs?, with
resu to be reported back to Cabinet in September 2016. Treasury is also
liais ith"fourteen other investment-intensive departments and Crown agents

that make up the subsequent tranches of the ICR roll-out, with the results from
T{ }/h‘es Three and Four due to be reported back to Cabinet during 2017.
Backgroﬁhd

Introduction of the ICR

15.  On 13 April 2015, Cabinet approved Cabinet Office circular, CO(15)5 Investment
Management and Asset Performance in the State Services. That circular came
into effect on 1 July 2015. It established changes to the investment system
designed to lift capability and performance across the State Services.

16. Among the system enhancements was the introduction of the ICR, which is a
rating of an agency’s current investment management environment.

Northland, Auckland, Waitemata, Counties-Manukau, and Canterbury DHBs.
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17. The primary purpose of the ICR is to provide an incentive mechanism that
rewards good investment management performance and encourages agencies
and the corporate centre to address gaps in investment performance. It also
enhances the degree of objectivity and rigour in the investment management
system compared with past practices.

Design of the ICR

18. During the second half of 2015, the Treasury worked

the detailed ICR approach.
information, each of which has a given weightin

Figure 1: Eight ICR elements, weightings and

elements | types of
in flgu{e\ﬁ&\elw
<

or assessmem\

Indicator Q \i\
Element type Weight Assessm/l;lt b:ﬁ\t@
O The a é@randgdmentscore obtained by agency self
1 |Asset management maturity Lead 0 asse rew{wed by independent assessor using
) Treasury maturity model
- \ Ianty score obtained through facilitated self
2 |P3M3 management maturity \e“\% 15 \ﬂsse§3ment by independent assessor using P3M3
' aturity model
> >
Quality of Long Term Inves ent&lan » SN AN Corporate centre assessment based on criteria set out in
3 - Lead 10 .
(LTIP) & \ O 2 LTIP guidance
) ) /7 — /
( \ The maturity score obtained by agency self assessment
Organisational cl madagement D) ) )
4 maturity /an Le \ - / 5 followed by moderation process using approved
‘l (/ \ -+ change management maturity model
Total for L{ad mdtcaéor;/ 50
\ J Assessment approach
Examines evidence to determine whether actual
5 enefits defiyéry performance }ag 20 b?néﬁts mét expected business allse b”ernef/tsfrolrln
significant investments that attained "in-service" status
M over a given period
_ Examines evidence to determine whether actual
Q\E Project delivery. oﬁm\lg/\/ Lag 15 performance met expected performance based on
individual business cases
e/ Examines evidenceto determine whether actual
Asse Ic Lag 10
% performance met agreed asset performance targets
Corporate centre assessment based on transparency,
i compliance with key system performance expectations
tem performance (compliance) Lag 5 R
/5\ over recent past and performance against long term
\\\ ) \\ capital plan over a given period.
. %ta/for Lag indicators 50
Totals 100
19. The composition and weights in the ICR are designed to:
a. Provide a reliable and rounded view of an agency’s past and prospective
investment performance
b.  Give equal weight to lead and lag indicators (lead indicators give insights to
future performance whereas lag indicators are generally based on
evidence of performance against agreed targets over the last two years)
C. Consider a mix of views from independent parties (to test the most

important lead indicators), the agency (in the form of self-assessments)
and the corporate centre, and
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d. Reinforce government’s investment objectives by placing a high weighting
on delivery of expected benefits as well as traditional time, cost and scope
dimensions of project delivery.

20. The design is expected to evolve over time. Among its present limitations are
that it relies on a representative sample of performance information provided by
the agency and as such is not a complete survey of an agency’s-actual

performance (ie there is scope for performance outlie at vary from main
result). As such the ICR provides a strong indicato an a gua a of
future performance. ;/\1

_ /

Implementation of the ICR .

21. Last year, Investment Ministers approved he appr ach and-confirmed the ICR
would be rolled out across 24 invest ‘,iht(;nswe dex rt-e,,,,, s and Crown
agents in multiple tranches over 18 m

22. Investment Ministers also agreed ,in | e what \lmphcatlons of the ICR
rating would mean for depar The Treasury's
published guidance shows that:—.

e  Agencies with a C rating
corporate centre reporting s

. Relative to that po&t@enmes W|t \ tings can expect more decision

q& (mf terms of decision rights,
nts etc

making authority a

o For any D or E/ra cies there' wbbld be constraints on investment decision
making, more a}?ten e repo ind’ assurance arrangements, and more
intensive as<8|starfpe/from the te centre.

23. Detailed \é & was 2d in the first quarter of 2015/16. From
Septe , the Treasury worked with the six agencies in

Tra @ centre to collate, assess and moderate the ICR
re s toer i
TS Tpe PR

Tra 5% \
Overviev =D
\ \\\7\ \

24. The Tr %as/now compiled results for each of the six agencies in Tranche
One, % on specific information provided by agencies, monitoring
de , the corporate centre and third-party suppliers. The results are

s)no Figure 2 below.

25. Tﬁese‘ interim results have been reviewed and approved by Investment
Mlmst{ersf’ and are subject to Cabinet approval through this paper.

26. | want to acknowledge the considerable effort made by Tranche One agencies to
meet the ICR requirements in a short period of time, alongside other work
priorities. All agencies have enhanced their knowledge and understanding of
their business through this work.

27. Given the size and criticality of their asset and investment portfolios | expect that
Tier 1 investment-intensive agencies will demonstrate at least a B rating. On that
rationale, the results from Tranche One highlight the need for improvement in
some agencies to attain this level of confidence.

The list has since been expanded to include Otakaro Limited, the Schedule 4A company that will take over
certain CERA assets. The Third Tranche has been split into two for logistical reasons.
5 Acting under the delegation in CAB Min (15)11/7A
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Potential implications

29.

30.

31.

32.
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Further details on the basis for each agency’s rating are provided in the annex to
this report.

Figure 2: Interim ICR results (subject to Cabinet approval)

Agency Interim ICR results (subject
to Cabinet approval)

ACC B

Corrections
Defence
Education
IRD

NZTA

m > O W O

Cabinet previously agree@t e ICR éf;luence the general level of
financial authority an agenc over in s, as well as its reporting and

assurance arrangeme ance from the corporate centre.®

Acting under Cabi )
general implicati CR score mean for departments and Crown
entities. The(Trea publi these general implications along with ICR

rs congi e potential range of implications for Tranche
One agencies as set out in 3 below.

wPotent' of ICR implications for approval thresholds and
ecentr& juirements’

~Potential range of capi Wnent(approval)thresholds 2. Potential range of Corporate Centre requirements
(fordepartments)
@  Upto e gy %

% rating  $50m From... rating rating rating To...
//Bf./ /, WOLC Mandated CE “owns”
ratlngl/ requirements for assurance
‘ S assets, significant plans and
us
|

£
i 5 g
%) = i o 9]
S ugn L, = gwtestments,eg ] & information
o e ‘2 ateway, 2 2 sharing
General ap| p! ':Q‘/raJJ[mﬂf’Q[”ratlng/ < o Upto monitoringetc 3 = obligations
inistefs $25m WOLC @ i o ’
> o g 525m & 5 selects from
General approval imitfor 3 - 2 WOLC T etion s menu of
CEs $15m WOLC ] k]
? 2 (usually minor, low & assurance
9 to medium risk £ options
g investments) 2

Investment Ministers supported the potential expansion of investment approval
thresholds in A rated departments from $25 million to $50 million whole of life
costs. This is reflected in the proposed arrangements for IRD.

CAB Min (15) 11/7A refers
Example 1 relates to departments; example 2 could apply to all agencies covered by C0(15)5).
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33. Investment Ministers consider that there needs to be ongoing transparency over
investment performance as the quid pro quo for expanding approval thresholds
or establishing more flexible and targeted reporting and assurance arrangements
for any agency.

34. There are various ways in which Ministers have visibility over current and
planned investment performance.® | consider it is important that |
Ministers (and the corporate centre) have visibility r
Investment Plan (LTIP) over each agency’s total |
and performance information. With this visibility, t

a.

8 For example Four-year plans, statements of corporate intent, annual reports etc
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Out of scope of request

Education (ICR rating: C)

56. The ewdence shows Education has strengths | Tn sset man geme t maturlty and

change management maturity.

57. There are gaps in aspects of\\p::% M3 m nt (particularly benefits
management, stakeholder <n\?b nt and 39 management) that may
affect future performance., £\ n's sepm estment portfolios need to be

d with the Education System

more closely integrated in its- JLIlP and qn
ystem: fewardshlp Blueprint. Education

Agencies’ Response the\Educatlon
intends to update it T(H%m the next si

58. Some key perfor formatlon \ls\\m’ ed or not yet available: in particular
there is Ilmltedéf : of historical.asset performance targets against which to
compare rrent/p \rformang\eé er than for utilisation. The Ministry has,

however, s rtgd erating-as rformance information in respect of current
conditio fljture cor‘@r&&n\\rgr ets. There is limited evidence to show that
tment bene\ﬁl\ ve been delivered, particularly for a range of

y investments.
has stated. t it disagrees with the Treasury's assessment of its

benefits” delive p(grf rmance. Education says the methodology “fails to take
<<?\{:;o nt of p %ﬁ level benefits management and the Treasury's approach
ible

been mfe spite of recognlsmg the need to change the methodology in
future”. qyently, it considers “the resulting score of 4 out of 20 is not
crediblg, is-misleading, and unnecessarily raises a reputation risk if it is perceived

prevents the Ministry from attaining an overall ICR of "B" further
unde ang the credibility of the ICR framework”.

60. T‘h\e ﬂ?reasury acknowledges the differences of view. It intends to work with
Education to help it underpin its performance story with information on the
impacts of its school property investments.

the% ry.t has failed to deliver benefits and therefore wasted taxpayers' money.

61. Based on a C rating there is no change for Education to the general approval
thresholds set out in Cabinet Office circular CO(15)5. Existing business case and
corporate centre assurance requirements continue to apply.

62. | would expect Education to work towards attaining at least a B rating at the next
scheduled ICR assessment in two years’ time.

63. The main implications arising from the ICR are for Education, working with the
corporate centre, to develop and embed its integrated long term investment plan,
lift P3M3 capability and improve benefits management.

Page 10 not relevant to request
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nche o uIts provided insights and lessons for agencies and

rate ce r% ike. These have been grouped into themes and system
ions be
The rom Tr
77. The IC hllghted a range of particular improvement opportunities in each

CR element level. The common areas for improvement are in:
tlng the quality of long term planning (and resultant LTIPs)

aklng sure the disciplines observed in project delivery are applied to
benefits management, and

c.  Making asset performance targets more meaningful.

Long term Investment Plans (10 year horizon)

78. The LTIP is a key aspect of the regime set out in CO(15)5. It underpins a variety
of corporate centre processes. Agency LTIPs will become increasingly important
tools for providing transparency over the long term impact of agency and sector
investment intentions.

79. Most of the first set of LTIPs revealed a medium rather than long term
perspective. Further, most LTIPs took an agency-centric lens with limited
recognition of sector or all-of-government planning and options. To some extent
this reflects the short period of time agencies had to prepare the LTIP for ICR

11
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purposes; on the other hand the requirement for these sorts of plans has been in
place since 2010.

Most agencies intend to revise their LTIP during 2016 as part of regular planning
cycles. The Treasury will use exemplars from Tranche One to help all agencies
improve the next tranche of LTIPs and connect intentions to performance

reporting.
Project delivery vs. benefits management /&

81.

82.

83.

84.

The evidence for element 6 shows most agenci ry good at délivering
projects and programmes according to the ti and scop{e requiréments
agreed with investors (i.e. Cabinet, resp inisters, B{fgﬂfs Chief
executives). N

By contrast with project delivery evi

,_the evid iaound benefits
management is much more mixed: c nal P3M3( mﬁt ity assessments
(element 2) and agencies’ own b

erforma \ﬁfdrynatlon (element 5)
shows that benefits managem tﬁ@rly from ncy to another for

example:
a. Some agencies have mature practi %We usmg benefits information
orks at all

\\6\\\\\
C. Others have be %\managem @fra\ works but these are not yet being
used, and

d.  Still other e%%ected benefits from investments but are
not systeinﬁ‘atib\a [ sal performance against what the investors
ime to assess the impacts of investments.

The Tr Ténds t —with agencies to understand and reveal the
benefit ent is se rough projects and programmes, particularly in
relation to perty-related proposals. Increasingly, success in the investment

; ans pr v%mething more than delivery of some infrastructure
ost and \quvaht nvelope — it wants to know what the impacts are in

1s /of the ac on people’s lives, for example, improving access to
jucation or/nea vices or making a safer working environment.

enhancmg its existing guidance and support for agencies to lift
benefits 4..1 gement performance, and to leverage some good current and
emerging practices in agencies. In addition, the Treasury, through its monitoring
place renewed focus on building evidence on the impacts of
ment activity to complement the strengths agencies have on delivery of

new\‘n‘vestments and capabilities.
_/

Asset Performance targets

85.

86.

Agencies generally scored well in both asset management maturity (element 1)
and in relation to their own asset performance targets (element 7). However, as
in the past, the exercise raised questions about the quality of asset performance
information, both in terms of measures and targets.

Due to some unintended ambiguity in its guidance the Treasury had to accept
performance measures information that didn’t always provide a complete picture
of asset performance. The Treasury has fine-tuned its published guidance to
make the information requirements clearer, particularly the distinction between
how well assets themselves are performing as opposed to metrics on levels of
customer service. The Treasury will work with agencies to improve their asset
performance information in the ICR and in their annual reports.

12
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A further area for improvement is in the way asset performance targets are set:
In ACC and NZTA the performance targets are appropriately agreed at Board
and senior management levels. However, in departments, equivalent targets are
generally established at executive level or implied in output agreements with
Ministers. Departments need to agree asset performance targets with their
Ministers or senior management at the beginning of the reporting period in order

to assess performance for ICR purposes.
o @ o >§>
System implications (C A

Y

Budget processes (access to new Crown funding) & { : \\v\//

88. Where ICR results are available, the Treasurys estmen ane\ﬁ\using the
ICR as an indicator of the confidence in q;y budget pr g and prospects
of success in the agency investment e \

89. This information, along with the m r@e prop al\mould form part of the
Treasury’s advice to Budget Mini could i -whether the proposal
is supported, how it might be deli , and wha s might need to be in
place to assure investment benefits al delivered as e; cted

90. The ICR will provide a m [ mvestment contingency, draw

91.

92.

95.

96.

down or reporting arrange

tléQfor mprove@b oses
i ores thereﬂ&\c detail on key management maturities

d the \ratg/ centre can use to tailor improvement
orting arrangements.

Under the ICR h
that both the e(gé,

For exa Iewthere is independent, granular information available on each
’ 5 anage ability by asset portfolio and also their project or

i aturity for dif t investment portfolios that is relevant when the

contemplating investing in programmes of work. Similarly, the data
n support- prOJect and asset-related lag indicators provides a
eferenc wa p monitoring future performance.

two year review cycle for the ICR | propose that Investment Ministers
utlook indicator to recognise or signal changes (positive or negative)
relating to ICR elements between the formal two-yearly ICR assessments (similar
to the way credit rating agencies signal changes in the outlook for listed
companies).

For example, when an agency improves the quality of its LTIP and starts to use
the LTIP as a basis for monitoring its performance this positive change would be
recognised through the outlook indicator, as a signal to other agencies and the
corporate centre that the agency has improved and/or embedded key elements
of its capability or performance.

Over time | anticipate a “positive” outlook indicator would translate into higher
future ICR scores, with resultant changes in the levels of discretion afforded to
agencies relative to the general approval thresholds and mandated
requirements. Conversely an observable deterioration in one or more ICR

13
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elements could result in a “watch” signal that may indicate some corrective action
needs to be taken to restore the previous level of confidence.

A. The ICR results were discussed and approved
meeting on 11 February 2016.

14
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Out of scope of request

Financial Implications

\/

104. There are no financial implications fro paper oth{%a agency-specmc
proposals that, if approved, would re in changés to the general approval
thresholds set out in Annex 1 of &

105. There is a possibility that some of the“agencies involved in the three remaining

ICR tranches may attract an ing of D V‘I’)lerlmpllcatlon of such ratings
is that there would be a d@q ion in the decision rights for the agency and the
responsible Minister, relative- to’ the g r@%é; roval thresholds in CO(15)5.
There could also be @\\etrlct report g or-assurance arrangements around the
agency’s investm% —
Legislative Impllcatléns N
~
106. There a{?o 'SPatNe implications.

A/
Regulato@@ Analyi<\$g\/
| y

107. R |mpacl/apaiy requirements do not apply.

108. There e@%man rights, gender or disability implications associated with this

pap \}
Publlc/ty&

\ /

109. There is no current intention to proactively release the ICR results. This paper
seeks a delegated authority to Investment Ministers to determine the timing of
any public release of the Tranche One results.

Recommendations

110. The Minister of Finance recommends that the Cabinet Committee on State
Sector Reform and Expenditure Control:

Results from Tranche One

1 note that the Treasury, working closely with agencies, relevant monitoring
departments, independent experts and the corporate centre, has completed

15
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its assessment and moderation of the ICR results for the six investment-
intensive agencies in Tranche One

2 note that Investment Ministers have considered and approved the interim
ICR ratings for each of the six agencies and the broad parameters of the
implications arising from those ratings taking account of their respective

investment contexts
et and inve nt

3 agree that due to the size and criticality of their<a
portfolios, Tier 1 investment-intensive agencies are expected to ‘achieve at
least a B rating i é
Approval of ICR ratings for Tranche One agencies
4  approve the following ICR ratings for'the Tranche One s
YN

16
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R rati and implications
he \ICR ratings, general implications for the six agencies in
nd the specific arrangements for IRD and Defence will apply

ng Cabinet with transparency over expanded thresholds

13 direct the Treasury to incorporate in its regular investment monitoring
reports to Cabinet, information on any investments that are subject to the
expanded thresholds

Outlook indicator

14 agree that Investment Ministers may use an outlook indicator to recognise
and signal material changes (positive or negative) in the ICR elements
between the formal two-yearly ICR assessments, including changes in
capability or performance arising from improvement plans

Publication of ICR results

17
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15 note there is no immediate intention to publicly release the Tranche One
results

16 authorise the Investment Ministers group to determine the timing of any
public release of the Tranche One results

N
>
H?ggg".sh @

Date: i ;i

16 Including Otakaro Limited, a Schedule 4A company

18



Annex: Details on each agency’s ICR result

Investor Confidence Rating:

C

Scope of ICR assessment

School propertyand

Treasury Comment N
Education receives an Investor Confidence Rating of C. The Treasury ha

expectatlonthatTlerl|nvestment |nten véagérra sachleveat

furtherimprovement.

The evidence shows Education nag t maturity andin
delivering projects to scope and.o meetsitsown asset

performance targets andi elwasse ment shov{s s{r/engt gi
change managementma

There are gapsin aspe&t&?’3M3 mana
management, s ehb{Qermanageme
affect future
more close

Some kgyjﬁ nce informatio

ther ]\shm ed,ewdence o)
benefits have be e

efits score “is not credible, is misleadingand unnecessarily
raisesa repu\téty)nﬂ ... “Italso prevents the Ministry from attaining an overall B
rating... rﬁq information may affect the score forthis elementand potentially,
the overal

ICT portfolios
Elements Score
Element % Score Element
eme Score
1 ﬁ::/le,\;;VIa nagement Maturity 87% 17/20
»
S Project, Programme and Portfolio
5 2 Y 1
8 Management Maturity (P3M3) 60% 5
T
c
T 3 Quality of Long Term Investment 20% 4/10
o Plan (LTIP)
et
4 Organisational Change 20% 45
Management Maturity
5 Benefits delivery performance 20% 4/20
4
% 6 Projectdeliveryperformance 80% 12/15
2
£
4 7 Assetperformance 100% 10/10
-
8 Syste rrll'performance 60% 3
(compliance) N
Total Score Q@}
Total Score Rating
81 A
66 B
51 C
26 D //f
0 E |

té@ I/?nﬁﬂfca-tions
_/

don a Cratingthereis no change to the general approval thresholds setoutin
inet Office circular CO(15)5. Existing business case and corporate centre

ance requirements apply. The mainimplications arising fromthe ICR are for
Education, working with the corporate centre, to develop and use an integrated

ongterminvestmentplan, lift P3M3 capability and improve benefits management

Pages 24 - 25 out of scope

23

Doc 3
Page 50 of 79



Doc 4

Page 51 of 79

IN-CONFIDENCE

Investor Confidence Rating: Results from Tranche One

Responsible Person: Ricky Utting

First Contact Person: Kerry Hollingsworth

Purpose

1.

This paper covers the results from the first tranche of Inv ent Conﬂde@&é\Ratlngs
(ICRs): IRD attained an ‘A’ rating; ACC, NZDF, andd\\} T alned ‘B’ ratlhgé and
Education and Corrections received ‘C’ ratings. ¢ s\ re all tier 1_inyestment
intensive agencies (the largest and most critical up\kand the éxge\tatfén is that
these agencies should be at a ‘B’ rating or hlgher<ﬂ Y/

The paper invites Cabinet to approve the IGR fatmgs for th \abqné/es and on the
basis of those ratings, agree to expand thé@\(estment approval: thresholds for both

IRD and for Defence, relative to the gene(as'l//%pptoval threshcﬂdsk?et/out in CO(15)5.
/\\

Comment S~ \\/ /m\ N

3.

6.

7.

O\
\ > \ O

Treasury has reported on the flfgl\f \m‘ﬁe of JCR reéylts in T2016/494 and via

Investment Ministers. This brlef@&f@s%ses on th ergmg dynamics around the ICR.

The first tranche of ICRs kk@/mg a po mv\e ect on the investment system,
alongside parallel work on majo prOJet \e{uwlng, Investment Panel etc. For
example, the ICR is he rflg\t e corpora Q\entm/and agencies refocus on delivery of
benefits not just the f mfrastru e\1t/|s also reopening the dialogue about
the merits of d|fferen§ k/glés for Capltal@hgf \ﬁeratlng investments

Agencies have reséonded/ differe qu the introduction of ICR and the results from the
exercise. There_ see¢n§ to be a< %orrelatlon between the level of organisational

maturity n(ch e al ﬁcy acc ce f the results and attitude to improving aspects of
investme ;ie@okgince out

f request
<@w of reques]
/ 5 ; ;:

Of the other agencies, Out of scope of request

Out of scope of request Education are coming to terms with the ICR results and the
expectation that aspects of their investment performance need to improve to attain the

Treasury:1120006v1 Page 1
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IN-CONFIDENCE

expected B rating. Education have made significant improvement since 2013, when it

beaan its journey to become an effective capital asset manager. However out of scope of
Out of scope of request s9(2)(g)(i) and it will take further effort and investment to Ilift

performance to the required level before the next assessment in 2 years’ time. The

Corporate Centre will need to consider how it best supports out of scope of to make

the necessary step changes to improve their ICR results.

8. Looking ahead to tranches two and three, Out of scope of request

% -
Treasury Recommendation ‘-§§J

9. We recommend that you support the recom ghﬁations in thisp:

N
Title Pg Recommend Wcations M excl.) Treasury Comment

y@ 16/17 1\x<?® 18119 | Out

years
Investor Confidence e.g. Support ,Qﬁ‘perating First tranche of a
Rating: Results from R - VAP NS Cabinet-approved
Tranche One x\‘\\‘ No f'SC%"’Z@'WM programme to focus
/ Capj(érln‘ D on and improve
/ gl . investment
yava cal implications performance across
( (/7 ':\\ }‘%ﬁs\,y the State services
]/
~
\\w&;;
/‘%
(O

Treasury:1120006v1 Page 2
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From: Kerry Hollingsworth [TSY]
Sent: Friday, 6 May 2016 5:17 p.m.
To: 'Andrew Hutchinson'

Cc: Peter Hay; Liam Oldfield [TSY]
Subject: Feedback on the LTIP
Attachments: 3381404_4.docx

[IN-CONFIDENCE]

Hi Andrew

Further to recent emails on the chart in the exemplar documen
relative strengths into the LTIP feedback document we provi
comments and the chart would have led to a good discussi
discussions in Q2. -

we've inserted t e@%ﬂ n chart showing
vhile back. | think'the combination of the
onths a o@m?c provide a place to restart
T

iég%ote it’s no substitute for detailed

Be interested in your thoughts on this addition to
discussion)

K

“/( \\\\
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IN-CONFIDENCE

Assessment Report on Education’s Long Term Investment Plan
01/02/2016

Context

Tier one Investment Intensive agencies submitted their first Long Term Investment Plan
(LTIP) on 9 December for assessment as part of the Investor C idence Ratlng )
process and to inform cross-government planning.
On 17 December 2015, Education provided their * Mlnl t|on LO(i I\erm//
Investment Plan December 2015” (version as at 16 De r 2015) in two ections:
e Consolidation of: Education Infrastructure, | T\OffIC Accomn Other; and
e Section 2: Education Infrastructure.

This report provides an assessment of the LTIP:
intended to provide feedback on the fitnes chrN
gaps relat|ve to the assessment criteria for.l

consolidated mvestrﬁe{\:c u*ﬁer{tlons iS USE ut reveals further opportunltles to integrate and
{-three parts of the business.

prioritise invest nt\egiténs acr&
Feedback

table st(e Mthe plan, such as providing a reliable focus for
estme m\éé s and activities, and good financial tables. The EIS section
% nd demonstrates a strong longer-term perspective. However,
the LTIP p esente%\;kz 9f overall cohesion across the different portfolios, and other
e Ministry (e.g. 4YP).

planning docun%
To strengthe@g IP, the Corporate Centre recommends that the Ministry continue to

progress stra dialogue around their long term planning in the areas of:
RN
1. Se\ttmerthe strategic context for the investment portfolio. Clearly articulate the

strategic context to demonstrate alignment with the Ministry’s SOI, 4YP, functional
strategies, and business cases, and highlight how the proposed investment portfolio
will contribute to the strategic intentions. This will enable consistent prioritisation
across the Education System’s investment portfolio and the identification of trade-offs
and choices. The Education System’s response to the 2016 PIF may provide a
strong platform to continue this dialogue.

2. Continuing development of each portfolio’s investment planning to ensure a reflective
picture of investment intentions is captured. EIS was generally a strength of the plan,
but similar rigor wasn'’t applied across the other portfolios. Enhancing each portfolio
may include:

Treasury: 3381404-3
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IN-CONFIDENCE

a. Confirming coverage of the investment portfolio over the ten year period, and
clear articulation of the underpinning assumptions. E.g. ICT appears to be
incomplete in some areas.

b. Considering e.g. the strategic/transformational value, or risk profile, of each
portfolio in the context of education system, government, and Ministerial
priorities, to complement the fiscal view.

c. Review for consistency. (E.g. Capex to Opex switch is inconsistent
throughout the plan) &

3. Identifying the value and impact of the Ministry’s inve@te ts./This coq@"égrq& er:

a. Which investments will contribute to Running, G g, or Tii?ﬁr@ihg the

business N >
b. Contribution to system outcomes — p rk social sector.
c. The interdependencies and interpl
potential impact of ICT initiative

) )
The Corporate Centre acknowledges that pects o \per{folio may have
greater/lesser certainty. In these instance useful to u tand what assumptions have

been made and where allowances/contingencies may h v%\beg allowed for. Where there
are substantial gaps, identifying these tlining a‘pltan.t ésh this out is sufficient.

Overall the LTIP documents sh we%th\at/there )
Corporate Centre has confid é(egn%he Ministry’s Sl
of their LTIP by addressin ack abﬁve\ Ministry has been on a journey in

\

recent years to improvq@,,\ gemen \tlie#*/ihvestment portfolio and significant
achievements are ev'd\éﬁt.zﬂ)e Corpor ntre welcomes the opportunity to continue

working with the Mini \té\i\tgcontinu%'

Relative Stren@; %
\Mment of Education's LTIP

» o
— —

B8 - (A
o \f/
a8 l
2 &
A oW
o

-/
Low J
5 Y 2 3 = oy 5
) & x & K s & 2 S \
& e‘-’sﬁv {5§ & @ & & \{,’g’\\ .;;}ﬁ"
5% o oo A o x> & & #
o S & o <3 & & o &
¥ N o & 4% \Q@ 2 & 7
.-_}\\ o #\Uﬁ o 4 o
x@; £ = ; g
i %
o 5 =
o e o
.-_ﬁd K = Eey
o = Education
T _ - -
e Assessment criteria Black band shows range of scores
of agencies within Tranche One

Prepared by the Corporate Centre

1 February 2016

Treasury: 3381404-3
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From: Kerry Hollingsworth [TSY]

Sent: Wednesday, 8 June 2016 6:17 p.m.

To: Out of scope of request : Andrew
Hutchinson; Out of scope of request

Cc: Out of scope of request Ricky
Utting [TSY]; Helen Allred [TSY]

Subject: ICR results - Tranche One - Possible release of high level results inJuly

Attachments: 3463685_Annex 1_Option A collateral dra &

Yo

[IN-CONFIDENCE] & <$\//

Good evening everyone

This is a heads up on the possible timing of public release esults frq’é‘(T \1 One. Can you let me know

whether the timeframes above are sufficient to prime% teams/ \g\efs/?
N

Recently MOF asked whether we had released the ICR. t from Tranc e — he has been talking about the ICR

in various public forums. y/
We reminded him that Cabinet had reserved % nt Minis te W the decision on when to release the
results. At his urging, yesterday we provided M W}ch advice on.th ease options (see more below).

S ommendiie S
r e,tommen/dm
s at thejr mee ‘I

\\*’/

Given MOF preferences for disclosure
about 4 July. We hope to get a decisi
/ 7
(&N
e Inthe Treasury Report we\dﬁcu sed threeo
disclosure, and the st\{levﬁh/e proactivereleas
preferred opti ‘soft Taunch’ of tranche trend results, high level agency ratings, and
partial comme ry on ageni@%l ic results and implications. Includes key messages for
‘ in speeches with relevant stakeholders
: releasgofa\ ults material including detailed agency scores on the performance
indicatars, and us of\ {-alone media statement and briefing to the press
0] @ptlby C: Mini % of summary tranche trends and high level ratings only on the Treasury
ite only. | ' g
e All options use the 2 ry)d(/ebsne as a key channel to access the results

0] If/ of\} ées, Investment Ministers will consider the matter at their meeting 20/6. We will engage
fu}‘ther/wnh you once ministers’ decisions are known).
0 Tranche One results release proposed for 4 July (tbc via liaison with Minister’s office).
0 The annex attached to this email contains the proposed content for public release.
e We have also developed some collateral for managing responses to OlAs, which we anticipate Treasury will
coordinate.

Thank you
Kerry

Kerry Hollingsworth | Principal Advisor | The Treasury
Tel: +64 4 917 6153 | kerry.hollingsworth@treasury.govt.nz
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Annex One: Option A Draft collateral

#
N

FACT SHEET THE TREASURY

Kaitohutohu |':EI1I|]EI[IEI Rawa

Investor Confidence Rating

Government is strengthening how it manages inv @ /&
)

To make the most of the limited resources available t %ent wigﬁi\é\s\\tgrorftimise

how it invests in different priorities and needs now a e long-term, and o’ensure

that the promised benefits of its investments arcachjeved. The invi en

)
L

management system is designed to do this. i

N
(0

Owning the right assets, managing them gll,\ g the éfgh{ig”bly, and managing
risks to the Crown balance sheet are al rﬁi@lfc public being cost effective

and of high quality that New Zealanders-.v o
The government is wanting the T@y o operate

N
Mstment management
system that: B

e optimises the value Qe; ted from %Em\ xisting investments
e increases the efficien eﬁec’tP/en\s 5-of the investment management
systemand ( Q \
e enables invest/@% i Ppécific investment objectives

w W
Targeted actio re being implement

achiev

help government to achieve these
objectives, in the introd%t e Investor Confidence Rating ICR). The ICR
sits alongside ssurance mechanisms such as the monitoring of major projects,
use of i 'w revie\gs\gg? Gateway™, and assistance from the corporate

om guid n :aterial to support project and programme maturity, to

Ne@a}a\ d Gover nt érbéurement’s commercial pool advice.

-/ o
More informatio o@h?nvestment management system is available at:
http://www.tr %ov .nz/statesector/investmentmanagement.

Whatflé\;\g%\vestor Confidence Rating (ICR)?

The ICR\i§én evidence-based assessment of an agency or sector’s performance in
managing investments including asset management. The ICR indicates the level of
confidence that investors (e.g., Cabinet, responsible Ministers, or Investment Ministers)
have in an agency’s ability to deliver promised investment results if funding were
committed.

The main purpose of the ICR is to incentivise improvement ie, to lift agencies’

capabilities to deliver tangible results from investment. Eight performance elements
form the rating, such as how well assets are managed, and the extent that benefits

Treasury:3463685v2 IN-CONFIDENCE 1
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Annex One: Option A Draft collateral ) o

*:- Ll

agreed with the investor are achieved. [Link to webpage for further details \WNWN@
on the 8 elements] THE TREASURY
Kaitohutohu |':EI1I|]EI[IEI Rawa

The ICR informs the level of investment decision making that the agency or sector is
given, its level of required investment-related reporting and assurance activity,oze:dS
es re

areas for improvement. It is a point-in-time assessment und n every two
It is not used to review the merits of a particular investme sal. ICR’;’r’
shared with the agency and Investment Ministers. g U

(*Q\\//
As well as supporting agencies to lift their capability, the aims to_enhe «{é the

<

ul

objectivity and rigour in the investment managen’(g{j’qfs\ystem, con@a\e to past
ractices e.g., by use of a strong evidence base>. </
p 9., by 9 (N NS

LONY

. @ \\\,/‘ )

Who's involved? %\ &/
A )

The ICR is applied to 25 investment-in gencie;s‘\f e Treasury leads the
ICR process. These agencies hav -involved in t eﬁé\\@ opment of the framework
and what is important to measure\iQ e vestmen&@ ement system.

Improvements to the evidenceﬁba\se may inform

over time to ensure that it r@? efficient,
/ /,/*—;\

The timeline for the r we

Out of scope of request

Why has the ICR been developed?

To ensure scarce resources are allocated to the areas of greatest need and public
interest, government is strengthening how it manages investment. Actions that improve
the visibility of agency investment plans enable the government to better prioritise

Treasury:3463685v2 IN-CONFIDENCE 2
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Annex One: Option A Draft collateral

IN-CONFIDENCE Iy @ o

investment, and to implement those decisions effectively to achieve the Sy M=,
intended outcomes from investment. THE TREASURY

Kaitohutohu |':‘EI1I|]EI[IEI Rawa

The ICR is a tool that helps the government to understand how effectively investment is
being managed, and where assistance may strengthen an agency’s or sector’s E

contribution to the investment management system. Based ’ e nature of t
services, agencies have different levels of experience in aging investment:
intensive portfolios, including asset management. The ICRs agenqi{e‘s\\énﬁ/ihe

NP

NS

The ICR uses a rating scale from A to E, wi {ng indiﬂati@\ highest levels

of performance and maturity, and a ‘D’ or 'E* ing a neg:@;'sybstantial

assistance to deliver to expectations. ing‘indicat ile some sound
oesn’t provide

investment practices may be in place,-of i
sufficient confidence that investm jecti

Investment-intensive agencies a&ﬁfﬁ@orised

or Tier 2 agencies. Tier 1 quc s are the (@t\in\

expected to achieve at | " rating. Qet on the Tier 1 and Tier 2 investment-
!ntens!ve agen0|.es |§ /av le at: http://w\m@y' asury.govt.nz/statesector/investment-
intensive-agencies. ( &\ =

LT,
ICRs provide aba eline assessmen _that supports the government to understand
where chang | enhance ho ages investment. The ratings do not change
whether an.age eceives funding,but will influence the level of investment decision
making %@I monitogwgencies’ investment practices.

&=

~ .

[e%\ S /%f
/ (" / (\

)

X

~/

Treasury:3463685v2 IN-CONFIDENCE 3
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IN-CONFIDENCE
Annex One: Option A Draft collateral

THE TREASURY
TRANCHE ONE RESU LTS Kaitohutohu |':EI1I|]EI[IEI Rawa

Investor Confidence Rating

Investor Confidence Rating assessments have been completed for the Trancré(%%e
cohort, and three more tranches are planned between now and S tember‘/ZQﬂ 7
remaining investment-intensive agencies. This first revi @ or the IC ‘ provides
baseline data for subsequent reviews, and evidence of areas for improvérﬁvéntif ranche
One involved six investment-intensive agencies. The summary resu}%@}(\

N

Agency @\J @gsﬁlt
Out of scope of request Q

¢ »V C

| Ministry of Education
Out of scope of request

lec orE rating. This indicates that these
tment management in place, but some

ions for good W{ \
could improve their future performanc @g functioning of the overall system, by
applying a targeted emj is on so ments.

~

N
Most agencies hav od asse change management maturity and are very good
at delivering investments to agree e, cost or scope requirements - but usually not

nvestm Areas for improvement are in how agencies plan for a
rizon, set asset rmance targets, and provide evidence that

[ | re deliv 'ﬁ@\ég;éed benefits.
<;;/ /’%
The areas for improvement are based on what evidence could be provided at the time
of the assess %ﬂéxemple, the results of some agencies, do not infer that there
ing’achieved from the government’s investment, however the
results robustly over the long term may require more systematic
onitoring.

3

planning

D)
The ra%gs/are determined every two years, providing the opportunity for agencies to
progress their maturity between the review periods.

More detail on the results of the individual agencies participating in Tranche One is
available at [hyperlink to detailed agency results A3 document].

[ends]

Page 5 not relevant to request

Treasury:3463685v2 IN-CONFIDENCE 4
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IN-CONFIDENCE
Annex One: Option A draft collateral
Ministry of Investor Confidence Rating c Scope of ICR | School property and ICT portfolios
Education assessment:

Treasury Comment

Cabinet has an expectation that the most investment-intensive agencies achieve at least a B result. The ICR assessment recognises
gains made in recent years and highlights the need for some further improvement.

The evidence shows Education has strengths in asset management maturity and in delivering projects to scope and on budget. It
consistently meets its own asset performance targets and its self-assessment shows strengths in organisational change management
maturity.

There are gaps in aspects of its P3M3 (particularly benefits management, stakeholder management and resource management) that
may affect future performance. The separate parts of Education’s LTIP need to be more closely integrated. Education plans to update
its LTIP in the next six months.

Some key performance information is limited or not yet available. In particular there is limited evidence of asset performance or
evidence to show that expected investment benefits have been realised (as distinct from project delivery to time, cost and scope
requirements).

Implications

The main implications are for the Ministry of Education, working with the corporate centre, to:

o Develop and use an integrated LTIP
e Lift PBM3 capability and improve benefits management.

Treasury:3463685v2 IN-CONFIDENCE 6
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IN-CONFIDENCE

Annex One: Option A draft collateral

Key Messages for Investment Ministers

Government is strengthening its investment management system to ensure results are
maximised from its investments, including how effectively they’re managed. Thi
nger term, t&%
me. [/

supports the government in managing fiscal pressures over
directing resources to address changing priorities and ne |

N\ )
Tailored attention is being applied to investment-inte e ncies so tﬁé{%i/ﬁave
the right capability across a range of disciplines for t and criticality of what they
need to deliver. This gives confidence that taxp g\money is used as effectively as
possible to make a difference to New Zealanders. " -

N

L)
Government is using a new tool, the Investor Corifid i }fgassist investment-
intensive agencies to have the right ca (o) imise their

effectiveness. This means for exam
time and on budget, but ensuring i

term. &

The ICR is an improvemen m\th\at ;:an hel %a})j\:\and agencies to prioritise and
coordinate significant inv /S0 that they ma ximise their contribution to a

infrastructure project in

stronger, more producti my. \ ‘\\/ )
/(u/7\ N’

Using a strong evg'deﬁp@fb/d‘se, ther.
that the government's corporate centre
impact, a shift in capability rais

upports greater flexibility in the system — so
ists agencies where it will have the most

.

and agencies advanced investment management performance have greater
flexibilibute f/u[‘wﬂ"mitted within its agreed operating parameters.
—~ A . \\\\\

oL

Treasury:3463685v2 IN-CONFIDENCE 7
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From: Kerry Hollingsworth [TSY]

Sent: Friday, 8 July 2016 12:31 p.m.

To: Out of scope of request Andrew
Hutchinson; Out of scope of request

Cc: Out of scope of request Ricky
Utting [TSY]; Helen Allred [TSY]; Fiona Smith; Grant Petherick [TSY] Louise Lennard;
s9(2)(a) Daniel White [TSY]; s9 ant [TSY];
s9(2)(a)

Subject: RE: ICR results - Tranche One - Possible igh Ievel/r u%t\s July

Good afternoon everyone

We are still waiting for our Minister’s office to confirm a dat
Investor Confidence Rating. Things won’t be clearer until

> release of t gﬁ% One results from the

of next wee earliest (due to recess).

%\/\uat the IC a|ms to provide a less technically

ublic). This© eral has been added to our website.
ies aroundthe ICR after the release. See
0 hagement/review/icr

This web page has two downloadable dogs —7@5 At A Glanc @% Fact Sheet. We’d appreciate any feedback
you may have on this material. % /\\ yy
Meantime, thanks for your patlery@s\ work to ¢ #*n%/e/timing of the release. We’ll update you as soon as we

have more information so that thi sg@prts your eng
respective comms teams will S

FYI, the Treasury has developed a new, simpler overvj
detailed summary for external audiences (eg, medi
We hope this will be helpful for fielding more ge
http://www.treasury.govt.nz/statesector/investm

Regards
Kerry

Kerry Holling @’R‘Tj r|nC|pa he Treasury
Tel: +64 4917 6 | kerry. hoII| gsworth@treasury.govt.nz

/

From: Kerry HoII| TSY]
Sent: Wednesday e 2016 5:01 p.m.
To:Out of scope of request
Out of scope of request Andrew Hutchinson

<Andrew.Hutchinson@minedu.govt.nz>; Out of scope of request

Cc: Out of scope of request .
Out of scope of request Ricky Utting [TSY] <Ricky.Utting@treasury.govt.nz>; Helen Allred

[TSY] <Helen.Allred@treasury.govt.nz>; Fiona Smith <Fiona.Smith@education.govt.nz>; Grant Petherick [TSY]

<Grant.Petherick@treasury.govt.nz>

Subject: RE: ICR results - Tranche One - Possible release of high level results in July

[IN-CONFIDENCE]

Hello again everyone
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Following our recent correspondence on the release of the Tranche One results of the Investor Confidence Rating,
please note the release date will no longer be in the week of 4 July 2016. It is now likely to be released mid-July,
with the exact date to be confirmed with our minister’s office.

We understand that the Minister of Finance has decided to release a media statement as part of the release. This
will be shared with your ministers’ offices once available (and in advance of the release) to support the coordination
of messages. We will also provide you advanced copy of the final content that the Treasury will be releasing on its
website. This will not change the detailed agency commentaries that we have recently discussed with you (which
reflect Cabinet decisions).

Emily Marden from the Treasury’s communications team has also advised y ms teams tthe change to
the timing of the release date. r/?
NS,
Thanks and regards & @
Kerry N\ N\
Q —~ %
Kerry Hollingsworth | Principal Advisor | The Treasury @

Tel: +64 4 917 6153 | kerry.hollingsworth@treasury.gov}r.nz\ %\W

From: Kerry Hollingsworth [TSY] _ %J ~

Sent: Tuesday, 21 June 2016 3:40 p.m. ® O

To:out of scope of reauest @
~Qut of scope@

—

Out of scope of request

<Andrew.Hutchinson@minedu.govinz
Cc: Out of scope of request

Out of scope of request as@ \Yg \iﬁk} \U&lﬁg [TSY] <Ricky.Utting@treasury.govt.nz>; Helen Allred
ry.zavi.nz>; 'Fion
ch

[TSY] <Helen.Allred@tre

%\ <Fiona.Smith@education.govt.nz>
Subject: RE: ICR resultf - WOne - Possible ase of high level results in July
”i%

[IN-CONFIDENCE]

Further to my email on W 8/June | can confirm that Investment Ministers yesterday agreed to all the
recommendations
relating to the releas e one results from the Investor Confidence Rating (ICR).

Investment Minis e@re d to:
e a’soft’ rele ex)/ftranche trends, high level agency ratings, and tailored commentaries (option a in my
earlier email)
e release tranche one results in the week on 4 July 2016
e communicate the lead messages eg, via speeches with relevant stakeholders
e repeat the same approach to the release of ICR results for subsequent tranches ie release no later than 90
days following Cabinet decisions on the results of each tranche.

What is happening now is that we are finalising material that can be used in various contexts. Gabs Makhlouf will
email your respective CEs today advising them of this set of decisions and the coordinating role Treasury is playing
with you and your communications colleagues. Gabs is likely to make release a media statement when the
information is posted on the Treasury website. We also anticipate that MoF (on behalf of Investment Ministers) will
communicate with your respective Ministers about the purpose of the release at this time, emphasising the
performance improvement objectives of the ICR. We’'ll share that collateral as soon as its ready. Meantime we’d

2
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encourage you to consider the improvement initiatives you have commissioned as a result of the ICR and how that
might be used in any agency collateral.

Please get back in touch if you have any questions or need further information. In my absence please contact Helen
Allred who is coordinating the communications with various parties.

Kind regards
Kerry

Kerry Hollingsworth | Principal Advisor | The Treasury

Tel: +64 4 917 6153 | kerry.hollingsworth@treasury.govt.nz @ r/; -
| O
2 Y

From: Kerry Hollingsworth [TSY]
Sent: Wednesday, 8 June 2016 6:17 p.m.

To: Lout of scope of request

Out of scope of request @gz

: Andrew Hutchinson

<Andrew.Hutchinson@minedu.govt.nz>; Out of scope

o

Cc:out of scope of request .

Out of scope of request C tting [TSY] < i@t{ﬁﬁg@treasurv.govt.nv; Helen Allred
[TSY] <Helen.Allred@treasury.govt.nz> % 3 <

Subject: ICR results - Tranche One - Possible release of high lev sults’in July

[IN-CONFIDENCE]

@: A,

D
D
/

Good evening everyone </C}'
_
e

o

~—

This is a heads up on the p gl?\?:t;wmg of pu
su

whether the timeframes

fficient @,,,,,,,your comms teams/ Ministers?

we had re@we ICR results from Tranche One — he has been talking about the ICR

~—

J AN
8 abi e g‘ to Investment Ministers (IMs) the decision on when to release the
results. At hisurgi rgﬂesterda’y'(\ﬁj/e ided MOF with advice on the release options (see more below).

<)
Given MOF preferences fo uré we are recommending a soft release of a limited set of information on or
about 4 July. We hope ision from IMs at their meeting on 20 June. For your information:
e Inthe Treasu ort we discussed three options which vary in terms of the scope of content for

disclosur%agd he style of the proactive release:
0 OptionA (our preferred option): ‘soft launch’ of tranche trend results, high level agency ratings, and

partial commentary on agency-specific results and implications. Includes key messages for
Investment Ministers to include in speeches with relevant stakeholders
0 Option B: full release of all results material including detailed agency scores on the performance
indicators, and use of stand-alone media statement and briefing to the press
0 Option C: Minimal release of summary tranche trends and high level ratings only on the Treasury
website only.
e All options use the Treasury website as a key channel to access the results.
e The process is designed to be repeatable for subsequent tranches and review rounds. Release is proposed to
occur 90 days after Cabinet decisions on each tranche’s results.
e For Tranche One this means:
O If MoF agrees, Investment Ministers will consider the matter at their meeting 20/6. We will engage
further with you once ministers’ decisions are known).

3
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0 Tranche One results release proposed for 4 July (tbc via liaison with Minister’s office).
0 The annex attached to this email contains the proposed content for public release.

We have also developed some collateral for managing responses to OlAs, which we anticipate Treasury will
coordinate.

Thank you
Kerry

Kerry Hollingsworth | Principal Advisor | The Treasury
Tel: +64 4 917 6153 | kerry.hollingsworth@treasury.govt.nz

N
&
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From: Fiona Smith <Fiona.Smith@education.govt.nz>

Sent: Tuesday, 28 June 2016 10:57 a.m.

To: Kate Lancaster

Cc: Emily Marden [TSY]; Helen Allred [TSY]; Andrew Hutchinson
Subject: RE: Follow up on the ICR results release approach

Hi Kate

@ /&
Please see the below email with the Treasury communication contacts @ . \\ N
Thanks &

Fiona

-~

Fiona Smith | Principal Advisor - Investment Management | St
DDI +64 4 463 7630 | Ext 47630

From: Helen Allred [TSY] [mailto:Helen.Allred@
Sent: Friday, 24 June 2016 12:58 p.m.

To: Fiona Smith

Cc: Emily Marden [TSY]

Subject: Follow up on the ICR results

[IN-CONFIDENCE] S
(e
&S
Hi Fiona L
N D
Thanks for your query ye confirm the

As referenced, when we ha alised Treasury key messages we are happy to share these. | should also have an
indication from ourminister’s office ea\[%yeek on how he will be coordinating with his colleagues, including

g2'oT an 0sSSi a statements too.
o) of any possibe me

C He%gue (Kq@ﬁ, \v?/orking with you on Education’s comms around your agency findings. Are
you able to send through h thll@lEmily Warden in our communications team is keen to update her as our
material and the approac eﬁ%sed, and to provide any support we can to your process too. Emily is available on
04 917 6302, or the ab ail address.

You mentione

Please feel free tocol
[ ( \
Q)
Thanks and regards —
Helen

s if you have any queries or concerns.

Helen Allred | Principal Advisor - Investment Management and Asset Performance | The Treasury
Tel: +64 4 890 7254 | Helen.Allred@treasury.govt.nz

CONFIDENTIALITY NOTICE

The information in this email is confidential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you
are not an intended addressee:

a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 2733);

b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.

1
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From: Emily Marden [TSY]
Sent: Thursday, 11 August 2016 11:52 a.m.
To: Liam Oldfield [TSY]
Subject: FW: EMBARGOED Investor Confidence Rating
Attachments: DRAFT ICR MATERIAL.docx; Tranche 1 trends summary.docx
Importance: High
Yo

From: Emily Marden [TSY]
Sent: Wednesday, 22 June 2016 11:19 a.m.

To: Out of scope of request

Out of scope of request .scotts @g vt.nz'
<rod.scotts@minedu.govt.nz> out of scope of request @

"out of scope of request

Cc: out of scope of request

Subject: EMBARGOED Investor Confidence Ratin%;
_/

N>
Importance: High % %
[SEEMAIL][SENSITIVE] s\‘ \
N
\

Hi all, ,, \ )
\\:i/‘

if | have not managed to get hold of you. Yesterday Gab’s
4 July) Investor Confidence Rating release by the Treasury.

e up

ching key messages and agency specific messaging - please note

Attached is a draft fact she ch includes ove

these are suggeste w only and f course welcome to adapt as you see fit.

The second at gﬁn rovides anh- ( goed) overview of agency rating results for this tranche — this is high
level and indicative of what wiu/tz

I've tried to call each of you wit:ra
emailed your CE to advise of.t

ed in the release. | will email each of you separately with more detailed
individual agency rating inform &Q@nd the names of the agency contact that Treasury staff have been working
with. —

At this stage the rele published on our website (with updated plain language content) but we are awaiting
a decision from M}}F'— hether he’ll do a PR.

r\ .
Yo
Feel free to call if you would like to discuss and/or reply all to this email in the interest of us all being on the same
page....

Regards

Emily Marden | Principal Communications Advisor | The Treasury
Tel: +64 4 917 6302 | Emily.Marden@treasury.govt.nz

CONFIDENTIALITY NOTICE

The information in this email is confidential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you are not an intended
addressee:

a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 2733);

b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.
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Fact Sheet

Investor Confidence Rating - Ensuring value from government investments

The Treasury is committed robust, and transparent stewardship of public funds. Owning the

right assets, managing them well, funding them sustainably, and managing risks tothe Crown
balance sheet are all critical to public services being cost effeclE;' igh quaﬂit /
(" A

)
Establishing how agencies are manging investment and a ;ﬁ/«s,«dre
<

.
ritical \%tél\e
taxpayer money is being used as effectively as possible.
N i
Q/ I~

The Investor Confidence Rating (ICR) o
w; (\\

The ICR is an assessment conducted by the %ﬁ/pérformance of
individual agencies in managing investme ssets. It provides an indication of the level
of confidence that investors (such as Cabinet Ministers).can.have in an agency’s ability to
deliver results. 7
Agencies that receive a good ratin can"é{pect greater autonomy, higher financial
delegations and less onerou éﬂ\ivtoring and re or ing,If the rating received is lower the
agency. Agencies that do well are p\t@\ ded with additional monitoring and

) )

support from the Corporate-
D)

c/
The rating is not u eﬁm i\Q‘\ﬁbrm decision-

Lifting invest | ent gement cam

The Inveﬂ “fidence Rﬁ@g@wseful tool which helps agencies lift their capability to
deliver results and ident s for improvement. Agencies that deliberately and
methodica W]build théiﬂ“n ment management capability at governance and delivery levels

will achieve better@m}nt outcomes.

Which ag;nc%e assessed?
I (’

{ \
The ICR is\c\@\nd“ cted on 25 agencies from across the state sector. These agencies receive
high levels of government investment and are responsible for delivering critical and large
scale services.

N

g for funding proposals.

ICR assessments are being conducted in tranches, and tranche one (which includes 6 agencies) is now
complete. Additional tranches are planned for September 2016 and March and September 2017.
Agencies included in tranche one include;

Inland Revenue, the Ministry of Education, the N Z Transport Agency, Accident Compensation
Corporation, the Department of Corrections and the NZ Defence Force/Ministry of Defence. Results
from this tranche will be released in July 2016.
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What do the ratings mean?

The ICR uses a rating scale from A to E, with an ‘A’ rating signalling a high level of
performance and an ‘E’; rating indicating significant assistance is needed for the investment
to deliver results. A ‘C’ rating means that while overall the agency has sound practices in

place these do not provide adequate certainty that the investment objectives or g will be
fully realised. -

/
(C
J

How is the ICR conducted? @ S\,/
& %?

(See A3 visual in development......) ~

s RN
Trust, transparency and stewardship. (ON)
% N
et i a
I [

The Treasury has an important stewardsh&cﬁ; ) Government finances on
del

g
o =
3‘2
o =

>

behalf of New Zealanders. Stewardship req rust and maintaining that

e
trust is dependent on being transpar o.deliver on that,the Treasury operates an
investment management system that; M)

e Optimises the value geherated from new and exjsting investments
e increases the effici ffectivqh@é@i the investment management system and

e enables mvestm{eﬁ(}s,\ ieve t%o\bjegwes
\_

-

)

N

/
/o
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1%\/ o

Investor Confide ng - Ensu ri&we from government investments

Key mess V \\V
Q@ <s?\7

For MﬁQe;\J Ve H%

[( e

D )
_/
e Establishi agencies are managing investment and assets is a critical way to
ensur er money is being used as effectively as possible.
e Thel orConfidence Rating provides a valuable indication of the level of

cdmﬁq 1ce that Cabinet and Ministers can have in an agency’s ability to deliver on
in Etjf;vént objectives.

e |tisa useful tool which helps individual agencies to identify where they need to lift
their capability to maximise the value of their investments.

e The rating determines the level of autonomy an agency is given in relation to how
they manage their investments and assets.

e Ahigher degree of reporting and assurance is required if agencies receive a low
rating. These agencies are also given additional monitoring and support from the
Corporate Centre.

e The ICR uses a rating scale that ranges from A to E. An ‘A’ rating signals a high level of
performance and an ‘E’ rating indicates significant assistance is needed for the agency

to deliver results from the investment.
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e A ‘C rating signals that overall an agency has some sound practices but these do not
provide adequate certainty that the investment objectives or goals will be fully
realised.

e The Treasury conducts the ICR every 2 years with 25 agencies that receive high levels

of government investment and are responsible for delivering critical and large scale
services.

e |CR assessments are being conducted in tranches, and tranche one (which includes 6
agencies) is now complete. Additional tranches are planhed for.Septem and
March and September 2017. %

e Agencies included in tranche one include;

Inland Revenue, the Ministry of Education, the nsport A enent
Compensation Corporation, the Departmer@rec ions a@ Defence

Force/Ministry of Defence. %
Investor Confidence Rating Results %:: &

e Tranche One results for the
have good investment manag

)

e A‘C'rating, i
met, was gi

ag
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Ministry of Education @@ E@

Rating provides us to en

and that we are deliveri he w-\% 3
e Thereview hass ~® %v try has sound asset management
practices and délivéringprojects opesand within budget.

Participating
are deliveri

3 r§'es us with a level of confidence that we
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IN CONFIDENCE S/ ,.b’
‘wh f«l@*’

TRANCHE ONE RESULTS THE lRl' ASURY

Kaitohutohu !:‘iltl[}{lp{l Rawa

Investor Confidence Rating

Investor Confidence Rating assessments have been completed for the Tranche One
cohort, and three more tranches are planned between now and September 201

Agency
Accident Compensation Corporation N L
Department of Corrections C
Defence (NZDF and Ministry of Defencéeonﬂa’hed B_
Ministry of Education %
Inland Revenue Department /
NZTA N

w

None of the agencies in this tranc a)/racted a
nagement in place, but some

agencies have the foundati good inve @en

could improve their futur nce, apd ﬂétlonlng of the overall system, by
applying a targeted em some ele@s

Most agencies ha )asset an e management maturity and are very good
at delivering in s te to agreed tim e, ost or scope requirements - but usually not

all three on e tment. improvement are in how agencies plan for a
long term oriz t asset performance targets, and provide evidence that

investm ellverlng benefits
Th %E%mprov@:\g? based on what evidence could be provided at the time
of t

sessment; For le, the results of some agencies, do not infer that there
are no benefits g-achieved from the government’s investment, however the
processes to %v ts robustly over the long term may require more systematic
planning a itoring.

The rat’ gi determined every two years, providing the opportunity for agencies to
progreg eir maturity between the review periods.

More detail on the results of the individual agencies participating in Tranche One is
available at [hyperlink to detailed agency results A3 document].

[ends]
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From: Emily Marden [TSY]

Sent: Thursday, 11 August 2016 11:51 a.m.

To: Liam Oldfield [TSY]

Subject: FW: EMBARGOED Investor Confidence Rating

From: Emily Marden [TSY] @
Sent: Tuesday, 28 June 2016 12:53 p.m.
To: 'Kate Lancaster' <Kate.Lancaster@education.govt.nz>; Helen AII& Helen.Allre @tre sury.govt.nz>

Cc: Fiona Weightman <Fiona.Weightman@education.govt.nz>

Subject: RE: EMBARGOED Investor Confidence Rating Q %
Hiate @ @
That sounds great — we’ve also developed an A3 v@@nalse@are with the comms group.

Regards

Emily Marden | Principal Communications@Advisor | The Tré §
Tel: +64 4 917 6302 | Emin.Marden@{%A .govt.nz
CONFIDENTIALITY NOTICE &@

The information in this email is confidential to\the Treasufy, intended & headdressee(s), and may also be legally privileged. If you are not an intended

addressee:
a. please immediately delete this email ang he Treasury waif or telephone (64 4 472 2733);
b. any use, dissemination or copying is @mdil is strictly pr d~fay be unlawful.

From: Kate L c@te ailto: Kat&%g er@education.govt.nz]
Sent: Tuesday, 2 e 2016 11:

To: Emily Marden [TSY] <E n@treasurv govt.nz>

Cc: Fiona Weightman <Fyo/rz/azwve@htman@educatlon.govt.nz>
Subject: FW: EMBAR nvestor Confidence Rating
Importance: High

Hi there Emily. I’ % iona Weightman’s team at the Ministry of Education and have been working on
communications associated with ICR. Fiona passed on your email regarding Treasury’s communications
material. Thanks for sending it across.

We've developed our key messages on the ICR and I'm pleased to note they are pretty consistent with
what you have provided. These messages are with our Minister at the moment.

Kind regards

Kate Lancaster

From: Emily Marden [TSY] [mailto:Emily.Marden@treasury.govt.nz]
Sent: Wednesday, 22 June 2016 11:21 a.m.
To: Fiona Weightman
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Subject: FW: EMBARGOED Investor Confidence Rating
Importance: High

From: Emily Marden [TSY]

Sent: Wednesday, 22 June 2016 11:19 a.m.
To: 'out of scope of request

Out of scope of request 'rod.scotts@minedu.govt.nz'
<rod.scotts@minedu.govt.nz>; lout of scope of request

Out of scope of reauest

Cc: oOut of scope of request @
Subject: EMBARGOED Investor Confidence Rating :

Importance: High

[SEEMAIL][SENSITIVE]

Hi all, /\\

)
I've tried to call each of you with a heads up - apologi '@e not man et hold of you. Yesterday Gab'’s
emailed your CE to advise of the up —coming (likely-to ly) Inve r Confidence Rating release by the Treasury.

_ x/ \:\
Attached is a draft fact sheet which includes o@o\:\ ching key m d/agency specific messaging - please note
these are suggested messages only and you are of course welg\ apt as you see fit.

O | .
a ency rating results for this tranche — this is high
Hed)in the relexaaé\\l‘t‘v' email each of you separately with more detailed
& hames \%Tg/ehcy contact that Treasury staff have been working

level and indicative of what will be pt
individual agency rating informati6@Za~

: )
with. <\\\ =/
N —
At this stage the release byﬁlished on site (with updated plain language content) but we are awaiting
a decision from MoF as to r he’ll do a PR:

Feel free to call if mke to di cuwor reply all to this email in the interest of us all being on the same
page.... ™ d%\?

%/ -
Regards \' (\

Emily Marden | Princip ications Advisor | The Treasury
Tel: +64 4 917 6302 | i rden@treasury.govt.nz

CONFIDENTIALITY NOTIGE _

The information in this m@co\pﬂdential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you are not an intended
addressee: \J

a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 2733);

b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.
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From: Emily Marden [TSY]

Sent: Thursday, 11 August 2016 11:49 a.m.
To: Liam Oldfield [TSY]

Subject: FW: CONFIRMED RELEASE TIME/DATE

Subject: RE: CONFIRMED RELEASE TIME/DATE ]

. % >
i there - —
QR
Is it possible for us to see the messages you intend to r<%/ ? % }
) ) i %

From: Emily Marden [TSY]

Sent: Monday, 25 July 2016 5:29 p.m.

To: 'Kate Lancaster' <Kate.Lancaster@education.govt.nz> &
N

Thanks )
Emily ®}
_ _/
- N
From: Kate Lancaster [mailto:Kate.Lancg&?@\education.gg’@ﬁﬁ:\/
Sent: Monday, 25 July 2016 4:34 p.m: ' e ;’T\
To: Emily Marden [TSY] <Emily.Marde sury.govt.r \>\J )

Subject: RE: CONFIRMED RELEASE TIME/DATE =/
/

~
Thanks Emily. %ﬁ
s9(2)(9)(i) V

Kate Lancaster | Senior Co %gons Advisor
DDI +6444638654
s9(2)(a) Q
£y
2

( \
From: Emily Mar F@' Y] [mailto:Emily.Marden@treasury.govt.nz]
Sent: Monday, 25 July 2016 4:18 p.m.
To: Leanne.macdonald@corrections.govt.nz; trudy.warrender@nzdf.mil.nz; Fiona Weightman; Kate Lancaster; Diane
Gamble; james.funnell@acc.co.nz; andrew.stott@ird.govt.nz
Cc: Tim Ingleton [SSC]; Helen Allred [TSY]; Andrew Blazey [TSY]; Ricky Utting [TSY]; @ELT (Executive Leadership
Team) [TSY]; @OE analysts [TSY]; Bryan McDaniel [TSY]
Subject: CONFIRMED RELEASE TIME/DATE
Importance: High

[SEEMAIL][SENSITIVE]
Hi

The Ministers office have advised they intend to issue the ICR PR at 10 AM tomorrow. Will circulate the embargoed
PR once in hand.
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Emily Marden | Principal Communications Advisor | The Treasury
Tel: +64 4 917 6302 | Emily.Marden@treasury.govt.nz

CONFIDENTIALITY NOTICE

The information in this email is confidential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you are not an intended
addressee:

a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 2733);

b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.
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From: Emily Marden [TSY]

Sent: Thursday, 11 August 2016 11:48 a.m.

To: Liam Oldfield [TSY]

Subject: FW: updated key messages and questions and answers
Attachments: s9(2)(9)()

Out of scope of request

From: Kate Lancaster [mailto:Kate.Lancaster@edu{éﬁﬁn.g vt.nz]

Sent: Tuesday, 26 July 2016 11:10 a.m. t ;
To: Emily Marden [TSY] <Emily.Marden@treas vi.nz>

Cc: Simon Sanders <Simon.Sanders@education.govt.nz>; ZCQI Zoe.Griffiths@education.govt.nz>; Andrew

Hutchinson <Andrew. Hutchlnson@edu;:é(c(en\g})vt nz>; Me |§fean7 hared Mailbox <Media@education.govt.nz>;
Fiona Weightman <Fiona. Welghtman@/edﬁcaubn govt. V(Zf&\

) )
N

stions and answers.

Subject: updated key messages aM&WS and a
AN /J )

Hi there Emily — here’s the up%e;il(es/messag SJ‘

Kind regards @
Kate Lancaster | Senior |cat|ons AW

DDI +6444638654
33 Bowen St, Wellin N D

s9(2)(a)
education.govt.nz | Follow us \%@ @EducationGovtNZ

We get the job done Ka otiiama
We are respectful, we listen, w, a Ke ropd manaaki, he ropd whakarongo, he ropd ako matou
i anawanui ki a matou, me étahi ake kia wikitoria

a mahi ngatahi mé te tukinga nui tonu

Great results are our bott@\ nga huanga tino pai & matou whainga mutunga
)
\ ~/

ik A

HENITEY 4F CIDRCA TN
el e B e
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