Hon Dr Ayesha Verrall

Minister of Health
Minister of Research, Science and Innovation

18 APR 2023

Téna koe Naomi

Letter of Expectations 2023/24 for Health Infrastructure Portfolio

| would like to express my thanks to you and your colleagues on the Board for your efforts
supporting the delivery of health infrastructure throughout New Zealand. Health
infrastructure is a key enabler to support improved health and wellbeing for all New
Zealanders and | acknowledge the significant work underway across the infrastructure
portfolio.

The health reforms are facilitating a big change in how we deliver health services to New
Zealanders — this includes a significant shift in the delivery of health infrastructure. New
strategy and reporting mechanisms have been established to support this transition
including through the Interim Government Policy Statement on Health, Te Pae Tata the
Interim New Zealand Health Plan and new health capital settings as agreed by Cabinet in
March 2022 [SWC-MIN-22-0063].

It is important that the health infrastructure portfolio aligns its planning and reporting to
these documents. My focus for health infrastructure reflects these documents, in particular, |
want you to ensure that Te Whatu Ora:

e has in place appropriate capital settings and structures to support its investment and
asset management functions;

e demonstrates improved investment planning and decision making; and

e ensures progress of approved and prioritised projects.

Delivery in the above focus areas and wider priorities within this Letter and outlined in
Manatd Hauora’s Investment Monitoring Framework in appendix 1 will give me greater
assurance that the capital delegations are ready to increase in July 2024.

| have several specific priorities that | also expect progress on.

Infrastructure Operating Model

A top priority for Te Whatu Ora in 2023/24 is having the right structures in place to support
the improvements in investment and asset management. | expect that you will implement
your Infrastructure Operating mode!, including clarifying roles locally, regionally, and
nationally. | also expect you to roll-out and operationalise the Infrastructure Governance
model for major projects to ensure appropriate support is provided for these key
investments before the end of the 2022/23 financial year.

Monitoring framework and report backs

A focus for 2023/24 is improving the quality, accuracy, and timeliness of Te Whatu Ora
investment reporting. It is great to see the progress that has been made to date. | expect you
to continue to implement improvements for the currently reported portfolio by 1 July 2023
and work towards a whole-of-portfolio view (including self-funded projects) over the year in
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line with the expectation of providing the Government with an integrated organisational
view.

The Investment Plan and Asset Management Strategy (due December 2023) are key outputs
to support the success of the system. They will also be used to assess your maturity. | expect
Te Whatu Ora to engage closely with Manatt Hauora and other monitoring agencies
through the development of these documents, and to report monthly on progress.

Delivery of existing projects
The Government has invested significant additional funding in health infrastructure.

| would like to reiterate my expectation that Te Whatu Ora will proceed at pace with the
delivery of all infrastructure projects that have been previously prioritised or approved. If
there are reasons why any of these projects cannot be progressed, joint approval of myself
and the Minister of Finance will be required.

| expect you to manage the delivery of current infrastructure projects within the existing Te
Whatu Ora capital budgets, including self-funding and the Health Capital Envelope.

A priority will be to set clear milestones and timelines for each project. | also expect you to
manage the performance of your infrastructure portfolio to identify and mitigate risks as the
projects proceed to ensure that the expected budget and timeframes are met.

Maintenance of facilities and equipment

Te Whatu Ora now manages a significant asset base and it is important that this is
adequately prioritised and assessed within the organisation. Te Whatu Ora must continue to
maintain its asset base to meet the demand for services. | expect Te Whatu Ora will allocate a
sufficient self-funded budget for this purpose, and report at an aggregate level.

Relationship with Manati Hauora and other monitors

ManatG Hauora is my agent to support my role in monitoring the performance of health
system. | expect you to work closely and collaboratively with Manatd Hauora and provide
them with timely information required to support its monitoring role in the system. This
includes, Te Whatu Ora sharing business cases, Committee and Board papers with Manatd
Hauora officials at an early stage. | also expect you to ensure that other monitors, including
Te Aka Whai Ora and the Treasury, receive appropriate timely information.

Application of decision rights

Ensuring that you comply with the current settings is important. However, as the capital
settings for Health approved by Cabinet last year [SWC 2022-MIN-0063] did not specify
decision rights for changes in scope or budget of existing approved projects, any changes
will require joint approval from myself and the Minister of Finance, until new thresholds are
in place.

If the current settings require clarification, or compromise the timely delivery of projects,
please work with Manatd Hauora to identify options, so that Manata Hauora can prepare
advice for my consideration.



| know you share my commitment to realising benefits from infrastructure and delivering
improved and equitable health outcomes across the motu. | look forward to working with
you and your Board.

Naku noa, na

Hon Dr Ayesha Verrall
Minister of Health

cc Fepulea'i Margie Apa, Chief Executive, Te Whatu Ora | Health New Zealand
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