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About This Guidance 
This guidance applies to investment-intensive agencies that are subject to the Investor 
Confidence Rating (ICR) policy published in Cabinet Office circular CO(15)5 (the circular).1 

This guidance outlines how the ICR Outlook discussion will operate in practice. It replaces 
Version 1 which was released in March 2017 and applies to all mid-cycle progress reviews 
scheduled from the start of 2018.  

Compared with the original version a number of changes have been made based on the 
experience of the first set of mid-cycle reviews of six agencies in July 2017. 

Version What’s changed? 

2 • Clarified expectations about the amount of information required to inform 
the mid-cycle review discussion 

• Removed the need for the Corporate Centre to determine an Outlook 
Indicator or rating 

• Placed more emphasis on jointly identifying actions to improve aspects of 
investment performance in line with the agency’s ICR performance 
improvement objectives.  

The original guidance was written by the Investment Management and Asset Performance 
team in the Treasury following consultation with investment-intensive agencies and the 
corporate centre. The revised guidance reflects lessons learned from the first tranche of mid-
cycle reviews in July 2017. 

General enquiries about the information contained in this guidance, not addressed in this 
guidance or the associated FAQs on the Treasury website, can be directed to 
investmentmanagement@treasury.govt.nz 

Further information 

This document is part of a suite of ICR guidance published on the Treasury website at 
http://www.treasury.govt.nz/statesector/investmentmanagement/review/icr 

 

                                                

1  The circular is available from the Cabinet Office website: http://www.dpmc.govt.nz/cabinet/circulars 

 

mailto:investmentmanagement@treasury.govt.nz
http://www.treasury.govt.nz/statesector/investmentmanagement/review/icr
http://www.dpmc.govt.nz/cabinet/circulars
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About the ICR mid-cycle progress review 
Purpose of the Investor Confidence Rating (ICR) 

The ICR is a rating of an agency’s investment management environment. It provides an 
indication of the level of confidence that investors (e g Cabinet, responsible Ministers, or 
Investment Ministers) can have in an agency’s capacity and capability to realise a promised 
investment result if funding were committed.  

The main purposes of the ICR are to: 

• Provide an incentive mechanism that rewards good investment management 
performance. 

• Systematically and proactively address gaps in investment management performance. 

• Enhance the degree of objectivity and rigour in the investment management system, 
compared with past practices.  

Purpose of the mid-cycle progress review (Outlook discussion)  

Formal ICR assessments take place on a two year cycle. In 2016, Ministers agreed that half 
way through the ICR cycle there would be a light-touch review of progress the agency is 
making towards improving key aspects of its investment performance (ie the Outlook), noting 
that the next formal assessment would take place within 12 months.  

The purpose of the Outlook discussion is to keep the momentum for improvement through 
and beyond the two year cycle. The discussion helps inform stakeholders about the 
improvement path the agency is on and whether they need to take any actions to help the 
agency make the progress it is striving for.   

Possible actions arising from the Outlook discussion may include advice on, or agreements 
to take, further improvement action, facilitating access to relevant expertise in other 
agencies, or providing targeted corporate centre support etc.  

Target audience for the results of the mid-cycle review 

Depending on the agency, stakeholders with an interest in the agency’s outlook include 
Ministers, Boards, departmental chief executives, the agency ICR sponsor, monitoring 
departments and various corporate centre teams. 

Potential implications arising from the mid-cycle review  

The result of the review has no effect on the agency’s current ICR rating or Cabinet-
approved arrangements arising from the current rating.  

The practical effect is that stakeholders will be aware of the outlook and may use it to adjust 
the way they engage with the agency or their monitoring activity.  

Limitations of the mid-cycle review  

The mid-cycle review does not have the level of rigour or evidence of a full ICR assessment, 
and it does not need to have the same level of rigour.  It is primarily about the exchange of 
information on the agency’s performance trajectory and performance improvement ideas 
rather than an assessment process.
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About the mid-cycle review process 
Process  

Timing of review and reporting activity 

The mid-cycle progress review needs to take place between 12-15 months after Cabinet 
approves the agency ICR rating. The first set of progress reviews took place in June to July 
2017. 

To date Cabinet has approved ICR ratings in tranches. The timing of these approvals 
indicates when the progress review needs to take place. 

ICR Tranches 
(Round 1) 

Month of Cabinet 
approval 

Timing of mid-cycle progress 
review 

Tranche One March 2016 June-July 2017 (completed) 

Tranche Two November 2016 January-February 2018 

Tranche Three April 2017 May-June 2018 

Remaining 
agencies 

Varies (late 2017) To be confirmed 

Similar review and reporting cycles will apply to future tranches of ICR assessments. The 
details will be arranged between each agency and the Treasury, within the constraints 
above. 

Light-touch approach 

The light-touch approach is intended to keep effort for the agency and the corporate centre 
low while still providing reliable feedback to stakeholders on the status of the agency’s ICR-
related improvement actions.  

The amount of effort required to inform the mid-cycle progress review may vary from one 
agency to another depending on such factors as the breadth and intensity of ICR-related 
improvement activity and the extent to which relevant performance information is generated 
routinely (eg, for Boards or internal leadership and governance groups). 

The main feature of the approach is a discussion between the agency and the corporate 
centre and the timely exchange of relevant information (see below).  Where practicable the 
intention is to use existing agency-corporate centre forums for this purpose.  

Following the discussion and exchange of relevant information the corporate centre will 
provide feedback to the agency on its improvement actions and possible actions arising from 
the mid-cycle review (see next section for details). That feedback may be used to inform 
other discussions, for example, on chief executive performance, PIF reviews etc). 
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Reporting on results 

Agencies have discretion over whether to brief Responsible Ministers on the results of the 
mid-cycle review. 

In contrast to the formal reporting to Cabinet on ICR results, the Treasury will not routinely 
report to other parties (eg Investment Ministers or Cabinet) on the results of ICR mid-cycle 
progress reviews.  However, on an exceptions basis, it may elevate to the Minister of 
Finance any significant concerns about the rate of improvement, and this would be done in 
consultation with the agency and corporate centre.   

Main steps in the mid-cycle review 

The figure below explains the main steps in the process. 

Figure 2: Main steps in mid-cycle progress review and reporting cycle 

 

Scope of outlook discussion and review 

Progress review covers all ICR elements 

The discussion will need to traverse all the ICR elements in one way or another.  That is 
because the ICR elements are interrelated and the discussion needs to enable those 
connections to be explored. The discussion needs to cover corporate centre feedback on 
factors that may be affecting investment performance. 

We expect the focus of the discussion and information exchange will be on those areas the 
agency prioritised for improvement following its most recent ICR assessment.  Ideally these 
areas of focus would align with and respond to the Corporate Centre commentary or 
feedback at the time of the last ICR assessment, and be set out in a formal agency 
improvement plan.  

It doesn’t matter whether the improvement actions for discussion have been directly 
stimulated by the most recent ICR assessment or whether they have carried across from a 
previous or ongoing improvement programme stimulated by other business drivers.  The 
discussions purpose is to form a view on whether improvement is being made as expected in 
the way the agency is managing its investments and/or assets, and for parties to determine 
what additional support could ensure the improvements are successfully delivered. 

Supporting 
information

ICR Sponsor 
letter

Supporting 
information

System 
Performance 
observations

Agency/Corporate
Centre meeting 
(Outlook discussion)

Outlook 
feedback

Corporate centre 
purposes 

Scheduled meeting date7 days prior to meeting within 7 days of meeting Actions

Agency purposes 
(eg report to own
Minister/BoardPossible loop
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Future-focused 

The discussion needs to be future-focused ie with an eye toward the next ICR in around 12 
months’ time.  It is also an opportunity to discuss the level of agency awareness and 
preparedness for any changes in the mix and weights for ICR elements in the next ICR 
round. The changes that apply to round 2 of the ICR are shown in the annex to this 
guidance.  

Inputs to the discussion and review 

There are four inputs to the discussion and review process, as follows: 

• a letter or other written statement from the ICR sponsor (as a guide this would be from 6 
to 10 pages, maximum)  

• any supporting information the agency wishes to provide to inform the discussion with the 
centre 

• the corporate centre perspective on the system performance element of the ICR, and 

• the discussion itself, and subsequent exchange of information.  
 

Letter or other written statement from the ICR sponsor 

This document should represent the agency’s views about: 

• The progress it has made on the ICR elements since the last ICR assessment.  

• The impact of particular improvement actions completed or underway since the last ICR 
assessment. 

• An up to date view on actual investment performance since the last ICR 

• Any changes in its approach to target setting for lag indicators, and the relationship 
between these and the agency’s long term investment intentions (per the LTIP). 

• The likely impact of the current or planned improvement actions it intends to take to 
improve aspects of investment performance over the next 12 months (ie, that will be 
assessed through the next ICR) or beyond. 

• Any other factors that may affect future agency (or sector) investment performance. 

• Any particular support or assistance the agency seeks from the corporate centre, or other 
parties eg, monitoring agencies. 

Currency of information provided by the agency  

The information provided in the mid-cycle review needs to be as up to date as practicable, 
given its usual planning and reporting cycles.   

Stakeholders know it can take time to embed changes and for these to show up in maturity 
assessments or actual performance. Consistent with the light-touch approach there is no 
expectation that agencies will do any formal reassessments of ICR maturities for the mid-
cycle review (for example, commission 3rd party assessments of Asset Management 
Maturity (AMM) or NZP3M maturity).  However, the discussion will be richer if the agency has 
done some self-assessments (for example organisational change management maturity or 
AMM) but these are not necessary. 



The ICR Mid-cycle Review and Outlook Discussion: Guidance for Investment-intensive Agencies   |   7 

Information provided by the corporate centre 

In the discussion, the Corporate Centre will give its observations on the agency’s investment 
activity since the last ICR assessment, including the extent to which the agency is meeting 
various system reporting, business casing, assurance or planning requirements and 
contributing to the system objectives set out in CO(15)5.  

The purpose of this part of the discussion is to clarify expectations and, if necessary, identify 
corrective action, or ways in which the corporate centre can assist with improvement actions. 
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Providing feedback on outlook 
On-balance, information-based feedback 
The Corporate Centre will provide written feedback to the agency on the outlook taking into 
account the information shared at the discussion between the agency and the corporate 
centre, and information generated at the time of the last ICR assessment.  

The Corporate Centre feedback will need to take account of differing rates of progress 
across all of the ICR elements, and focus first on the rate of progress on the areas the 
agency prioritised for improvement following its last ICR assessment.   

Reference point for discussion and Corporate Centre feedback 

The Corporate Centre feedback needs to be forward-looking ie, based on the ICR 
methodology that will apply at the time of the next assessment, not that which applied at the 
last assessment.  

That means the discussion also needs to be grounded in an understanding of the potential 
impacts of changes to: 

• The mix of elements and weightings for each element - these changes are made in 
advance of each ICR round. The approved changes for round 2 of the ICR affect all 
agencies and are shown in the annex to this guidance. 

• The scoring methodology for individual elements - the Treasury, in consultation with 
representatives from investment-intensive agencies, may make minor changes between 
tranches to the assessment method (eg, to clarify the way certain elements are scored). 
This is part of continuous improvement of the ICR methodology.  

That means the basis for scoring some elements can (and does) change over time, such that 
information which was sufficient to attract a good score in an earlier ICR assessment may 
not now be good enough to attract the same points in a forthcoming ICR assessment.  

The latest information on ICR methodology is posted in the Treasury website at 
http://www.treasury.govt.nz/statesector/investmentmanagement/review/icr/information.  
Treasury has an obligation to advise all agencies of any changes in the ICR assessment 
methodology and give a fair notice period for when any changes will apply. 

Each agency needs to be aware of changes in ICR methodology over time and take them 
into account in its improvement plans/preparation for the next ICR assessment. 

  

http://www.treasury.govt.nz/statesector/investmentmanagement/review/icr/information
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Factors that affect the feedback and outlook 
The Corporate Centre feedback will vary depending on a range of factors as shown in the 
table below. It will affirm actions underway or identify other actions that the Corporate Centre 
considers will help the agency achieve its ICR performance improvement objectives by the 
time of the next ICR assessment 

The overall context for lifting investment management performance is provided by Cabinet’s 
minimum rating expectation (that each investment-intensive agency achieves a B rating over 
time). 

In some cases the agency will be seeking to maintain investment performance over time, 
while in other cases the agency will be aiming for an uplift in investment performance by the 
time of the next ICR assessment.  

The feedback provides an opportunity to acknowledge and leverage good practice or discuss 
and agree possible adjustments to improvement activities. It could also be used to inform 
second opinion advice about the agency’s ability to take on further investments. 

 

 

 

 

 

 

 

 

 

 

 

Particular response to significant concerns about the rate of improvement  

In the event the feedback includes significant concerns about the rate of improvement, the 
Corporate Centre will discuss and agree with the agency what actions the agency or 
Corporate Centre will take, including the possibility of a Treasury report to the Minister of 
Finance.  

If agreement can’t be reached the matter may be need to be resolved with the Treasury 
Deputy Secretary.  

 

  

Array of factors that affect the feedback 

• Rate of tangible progress against a relevant improvement plan, 
particularly the areas of focus in that plan 

• Potential exposure to government from failure to address known 
capability or performance issues 

• Evidence of uplift in other aspects of investment performance since the 
last ICR 

• Extent of compliance with corporate requirements 

• Extent of agency contribution to system objectives set out in CO(15)5 

• Knowledge of other impact of relevant improvement activity in other 
agencies 

• Scope to offer relevant support or expertise from the Corporate Centre or 
other agencies 
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Annex: Change in element weights from 
Round 1 to Round 2 
The table below contrasts the changes in element weights from Round 1 to Round 2. 

 

ICR Element
Indicator 

type
Weight for 

Round 1
Weight for 

Round 2

1 Asset management maturity Lead 20 15

2 P3M3 management maturity Lead 15 15

3
Quality of Long Term Investment Plan 
(LTIP)

Lead 10 10

4 Procurement capability index Lead 5

5
Organisational change management 
maturity

Lead 5 10

Total for Lead indicators 50 55

6 Benefits delivery performance Lag 20 20

7 Project delivery performance Lag 15 10

8 Asset performance Lag 10 10

9 System performance (compliance) Lag 5 5

Total for Lag indicators 50 45

Totals 100 100
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