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Hon Nicola Willis

Minister of Finance
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Minister for Social Investment
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25 January 2024

Hon David Seymour
Associate Minister of Finance
Parliament Buildings

Dear David
CAPITAL PROCESS FOR BUDGET 2024

Further to my letter to you on 22 December 2023 regarding Budget 2024 and my expectations for
delivering on our fiscal objectives across the term, | am now writing to outline the process for capital
initiatives in Budget 2024 across three areas:

1. Review of investments to identify reprioritisation options (Capital Pipeline Review).
2. Cost pressures for investments in delivery.

3. New capital initiatives.

| have agreed that you, as the Associate Minister of Finance, will be the lead Minister for the initial
baseline exercise outlined in my letter of 22 December for the Ministry of Business, Innovation and
Employment. | am requesting that you co-ordinate across the portfolio Ministers with responsibilities in
this agency on the capital process set out in this letter.

Capital expenditure is a key factor in the delivery of the Coalition Government’s objectives for a growing
economy and high-quality public services. We are committed to improving infrastructure investment by
addressing challenges in the planning, funding, consenting and delivery of infrastructure and other
capital public investment. The current capital investment pipeline is larger than agencies and the market
can deliver, leading to cost increases and delivery delays. It is important that we begin to address this
challenge in Budget 2024.

Capital Pipeline Review

Prior to Christmas, Cabinet agreed that Budget 2024 will include a review of funded capital investments
to ensure they are aligned with the Coalition Government’s priorities, have a strong focus on value for
money and better match fiscal, agency and market capacity. Building a more structured long-term
pipeline of investments will help to improve deliverability and better manage pressures.

Cabinet agreed all funded medium and high-risk investments in planning and delivery will be within
scope of the Capital Pipeline Review with the following exclusions:

1. Investments that are included within the Government’s coalition agreements.
2. Investments that have entered into main contracts.
3. Investments with an approved Implementation Business Case that relate to maintaining

existing levels of service.
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The Treasury has identified the following investments in your portfolio that are within scope of the
Capital Pipeline Review in Budget 2024:

Vote Business Science and Innovation — Ministry of Business, Innovation and Employment

° Regional Hubs Programme — Manukau Hub
o Wellington Science City

An investment’s inclusion in the Capital Pipeline Review does not necessarily mean that the Coalition
Government will be stopping, rescoping or rephasing the investment. It means that you are being asked
to consider the priority of these investments, assess their criticality and cost and to propose options for
stopping, rescoping or rephasing the investments.

This list outlines the priority investments you are required to review. While you are not required to
review your entire capital programme/pipeline for Budget 2024 you are encouraged to look beyond the
list above to identify savings opportunities from other investments in your capital pipeline if you are able
to.

Cost Pressures for Investments in Delivery

| am aware there may be an urgent need in some agencies for funding for cost pressures to mitigate
delivery risk.

I am therefore inviting Ministers and agencies to submit cost pressures for investments in delivery in
their portfolios. However, there is a high bar to be considered for new funding. | expect agencies to
provide the following information to support assessment of cost pressure submissions and the case for
new funding:

1. How the agency has mitigated cost pressures and associated risks to date, and the
proposed approach to reduce further cost pressure risks.

2. An outline of options to mitigate cost pressures if no new funding is provided.

3. How reprioritisation options your agency proposes can cover any cost pressures.

New Capital Initiatives

| also recognise there may be new initiatives where there is a need for funding to support the
Government’s investment priorities.

| am inviting you to submit new capital initiatives that meet the following requirements:

1. Must be critical to delivery of core public services or to meeting commitments made in our
Coalition Agreements.

2. Must have been indicated as seeking Budget 2024 funding through Treasury’s December
2023 Quarterly Investment Report.

3. Must have a Cabinet approved business case (for example an Indicative Business Case or
a Detailed Business Case).

My expectation is that reprioritisation is considered before agencies seek new funding.

Private Bag 18041, Parliament Buildings, Wellington 6160, New Zealand | +64 4 8176801 | n.willis@ministers.govt.nz



Assessment Process

The Treasury and the Investment Panel (the Panel) will work with agencies to assess these
submissions. The Panel assessments will form part of the advice that | will consider for the Budget
2024 package.

The Panel is convened by the Treasury to evaluate investments invited to Budget and provide system-
wide insights to support Cabinet decision-making.

The Panel is comprised of senior representatives from system and functional leaders covering:
° infrastructure (Infrastructure Commission)
. digital (Government Chief Digital Officer, Department of Internal Affairs)
o data (Government Chief Data Steward, Statistics New Zealand)

° cyber security (Government Chief Information Security Officer, Government
Communications Security Bureau)

. procurement (NZ Government Procurement, Ministry of Business, Innovation and
Employment)

o service transformation (Inland Revenue Department)

. environment (Ministry for the Environment).

Decisions on reprioritisation options, cost pressures and new initiatives will be made as part of the
Budget 2024 decision-making process.

Next Steps

All Budget submissions are due on Friday 16 February. This includes the above submissions on
investments invited into the Capital Pipeline Review, capital cost pressures and new capital initiatives.
Please ask your agency to contact the Treasury if this timeframe will not be possible.

| have asked Treasury officials to engage with your agency throughout the process and to regularly
report to me on risks and opportunities surfaced through these engagements.

I look forward to working with you throughout Budget 2024 to meet our fiscal and policy goals as a
Government.

Yours sincerely

NG

Hon Nicola Willis

Minister of Finance

cc. Hon Nicola Willis, Minister for the Public Service
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Hon Chris Bishop, Minister of Housing and Minister for Sport and Recreation

Hon Dr Shane Reti, Minister of Health

Hon Simeon Brown, Minister for Energy and Minister for Auckland

Hon Erica Stanford, Minister of Immigration

Hon Louise Upston, Minister for Social Development and Employment

Hon Judith Collins, Minister of Science, Innovation and Technology and Minister for Space
Hon Mark Mitchell, Minister for Emergency Management and Recovery and Minister of Police
Hon Tama Potaka, Minister for Maori Development

Hon Matt Doocey, Minister for ACC and Minister for Tourism and Hospitality

Hon Melissa Lee, Minister for Economic Development, Minister for Media and Communications, and
Associate Minister for ACC

Hon Chris Penk, Minister for Building and Construction and Associate Minister of Immigration

Hon Andrew Bayly, Minister of Commerce and Consumer Affairs and Minister for Small Business and
Manufacturing

Hon Todd McClay, Minister for Trade
Hon Brooke van Velden, Minister for Workplace Relations and Safety

Hon Shane Jones, Minister for Regional Development, Minister for Resources and Associate Minister for
Energy

Hon Casey Costello, Associate Minister of Immigration

Carolyn Tremain, Ministry of Business, Innovation and Employment
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