Health New Zealand
Te Whatu Ora
23 July 2024

s 9(2)(a)

Téna koe S 9(2)@)
Your request for official information, reference: HNZ00047448

This is our second response to your request, received on 10 May 2024, asking Health New
Zealand | Te Whatu Ora for the following under the Official Information Act 1982 (the Act):

“Under the Official Information Act 1982 | request copies of the briefings to the Minister of
Health listed below:

HNZ00038574 9(2)()(iv) 1/03/2024

HNZ00039139 Aide Memoire - Information on Community Pharmacy 7/03/2024

HNZ00039029 Aide Memoire: PHO Funding 8/03/2024

HNZ00039526 Aide Memoire - Critical Care beds 13/03/2024

HNZ00039572 Aide Memoire - Cybersecurity Update 14/03/2024

HNZ00038631 Aide Memoire - Q2 Performance Report 15/03/2024

HNZ00039805 Aide Memoire - Commissioning Pacific Provider Services 15/03/2024

HNZ00040417 Meeting Briefing - Central Lakes Proposal 18/03/2024

HNZ00032347 Briefing - Mason Clinic Request for Additional HCE Funding for

Immediate Cost Pressures 18/03/2024

HNZ00038905 Meeting Briefing - Hira Programme Update 19/03/2024

«  HNZ00040218 Aide Memoire - Cleanliness of Hospitals 20/03/2024

« HNZ00041624 Briefing - 23/24 Revised Budget Target and Financial Pressures
21/03/2024

¢ HNZ00039093 Aide Memoire - Follow up to your 19 February meeting with GenPro
22/03/2024

s HNZ00040306 Aide Memoire - Response to OAG Audit of HNZ for the Year Ended 30

June 2023 22/03/2024

HNZ00041107 Event Briefing - Connect 24 22/03/2024

HNZ00041342 Aide Memoire - HWIP December 2023 Workforce Data 22/03/2024

HNZ00041829 9(2)(f)(iv) 23/03/2024

HNZ00041210 Briefing - B22 Data and Digital Foundations and Innovation Contingency

Extensions Required 25/03/2024

HNZ00041204 Aide Memoire - Hospital and Specialist Services - Hotspots 25/03/2024

»  HNZ00039244 Aide Memoire - Winter Plan Review 27/03/2024

s  HNZ00040256 Aide Memoire - Maori Health Pipeline: An Evidenced Based Approach to
Reducing the Life Expectancy Gap for Maori 27/03/2024

« HNZ00034260 Briefing - Copper Pipes Tranche Two (10255) 27/03/2024

« HNZ00032350 Joint Briefing - Seeking Approval for Budget Uplift for Infrastructure
Projects from Baseline Depreciation Cash 27/03/2024

« HNZ00041914 Event Briefing -Flu Immunisation Launch Event 27/03/2024

¢  HNZ00038968 Aide Memoire - Update on Health Capital Projects as at 31 January

2024 28/03/2024"



Response

This response addresses the remaining documents identified in your request.

Please find attached the documents listed in the table below. These are released to you subject to
information being withheld under the grounds identified in the table.

Update on Health

No. | Date Title Decision on release
1. 15 March 2024 | Aide Mémoire - Q2 9(2)(a) protect the privacy of natural persons,
Performance Report including that of deceased natural persons
HNZ00038631
Appendix 1 Appendix 1 is refused under section 18(d) as is
publicly available -
https://www.tewhatuora.govt.nz/publications/quarterly-
performance-report-oct-dec-2023/
Note: Appendix 3 of the published Q2 report is
withheld in full under section 9(2)(f)(iv) as it is under
active consideration, and its release would harm the
orderly and effective conduct of executive government
decision making processes.
Appendix 2: Te Pae Note: The content provided in these tables is used for
Tata Milestone Table | internal management/reporting purposes, which
means that it hasn’t been through the level of
review/scrutiny/auditing that would occur with
published material.
2. 18 March 2024 | Briefing - Mason Clinic | 9(2)(a) protect the privacy of natural persons,
Request for Additional | including that of deceased natural persons
HCE Funding for 9(2)(g)(i) to protect the effective conduct of public
Immediate Cost affairs through the free and frank expression of
Pressures opinions
HNZ00032347 9(2)(j) to enable Health NZ to carry on, without
prejudice or disadvantage, negotiations (including
commercial and industrial negotiations)
3. | 25 March 2024 | Briefing - B22 Data 9(2)(a) protect the privacy of natural persons,
and Digital including that of deceased natural persons
Foundations and
Innovation
Contingency
Extensions Required
HNZ00041210
4. | 27 March 2024 | Joint Briefing - 9(2)(a) protect the privacy of natural persons,
Seeking Approval for | including that of deceased natural persons
Budget Uplift for - 9(2)(j) to enable Health NZ to carry on, without
Infrastructure Projects | preiydice or disadvantage, negotiations (including
from Baseline commercial and industrial negotiations)
Depreciation Cash
HNZ00032350
5. | 27 March 2024 | Briefing - Copper 9(2)(a) protect the privacy of natural persons,
Pipes Tranche Two including that of deceased natural persons
HNZ00034260
6. 28 March 2024 | Aide Mémoire - 9(2)(a) protect the privacy of natural persons,

including that of deceased natural persons




Capital Projects as at | 9(2)(b)(ii) as if released, it would be likely

31 January unreasonably to prejudice the commercial position of
HNZ00038968 the person who supplied or who is the subject of the
information

9(2)(j) to enable Health NZ to carry on, without
prejudice or disadvantage, negotiations (including
commercial and industrial negotiations)

Appendix 3 withheld in full under section 9(2)(b)(ii) as
if released, it would be likely unreasonably to
prejudice the commercial position of the person who
supplied or who is the subject of the information

How to get in touch

If you have any questions, you can contact us at hnzOlA@tewhatuora.govt.nz.

If you are not happy with this response, you have the right to make a complaint to the
Ombudsman. Information about how to do this is available at www.ombudsman.parliament.nz or
by phoning 0800 802 602.

As this information may be of interest to other members of the public, Health NZ may proactively
release a copy of this response on our website. All requester data, including your name and
contact details, will be removed prior to release.

Naku iti noa, na

T ke (=

Danielle Coe
Manager (OIA) Government Services
Health New Zealand | Te Whatu Ora

TeWhatuOra.govt.nz

Health NZ, PO Box 793,
Wellington 6140, New Zealand

Te Kawanatanga o Aotearoa
New Zealand Government






In Confidence

substantively addressed their feedback on the Q2 report. Alongside this briefing, you
are also receiving companion monitoring reports from those agencies.

Discussion

4. Publication is planned for the week commencing 25 March. We welcome any pre-
publishing feedback by 22 March 2024. Key issues that may attract attention are:

i. Results for several metrics are presented in the report, including the 5 metrics
that have been chosen as the health targets (section 6). We note that targets set
by Health New Zealand in our 2023/34 Statement of Performance Expectations
and Estimates (and reflected in our graphs) are different to the targets coming
into effect from 1 July. We have explained this in the report.

a. Planned care Waitlists (ESPI5): This quarter/there was an increase in
waitlists across all regions and ethnicities- \We rev ew performance weekly
with regions, ensuring that long-waiting patients have treatment plans and
confirmed dates for treatment. This i cludes providing ta geted support
where specific local areas are outliers in.the size of their long-waiting
treatment waitlist.

b. First Specialist assessment (ESPI2): There was an increase in the
proportion of people waiting longer than four months for their first specialist
assessment (FSA)..Communication with FSA waitlist patients, to mirror the
approach taken w th the Planned Care waitlist, is our approach to improve
outcomes.

ii. Mental health wait times: Data shows mental health wait times are improving.
While this is positive, it is too early to.say if this represents a trend.

iii. Workforce: As part of the Government’s 100-Day Plan and to keep emergency
depa tments safe, an additional200 (93 FTE) security staff were placed in 32
emergency departments (EDs) across the country.

5.. We note that a separate AM, “Preparing to publish health target data”
(HNZ00038883) is being prepared to support discussions with you on future
publication and communications of the health targets.

Next steps

6. We welcome your feedback on the Q2 Report by 22 March to enable changes to be
considered ahead of publication in the week of 25 March.

7. We will keep in close contact with your office regarding publication timing.

Aide Memoire: HNZ00040679: Q2 Performance Report 2






















































In Confidence

Hon Nicola Willis, Hon Dr Shane Reti, Minister of
Minister of Finance Health
Date: Date:

Jeremy Holman
Chief Infrastructure and
Investment Officer

Infrastructure andInvestment
Group

Health New.Zealand | Te-Whatu
Ora

Date: 22 March 2024
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E TG Wairua Hinengaro— Mason Clinic Redevelopment
budget uplift

9. The Waitemata E Ta Wairua Hinengaro Mason Clinic project is a replacement building
on the Mason Clinic campus, incorporating four units and 60 inpatient beds. The existing
building has weathertightness issues which are putting patient and staff safety and
service continuity at risk.

10. The new facility will provide almost double the gross floor area of the existing | acilities
and will provide the first high-security mental health facility constructed since 1999,
delivering psychiatric and general health care service improvements to reflect sector best
practice. Currently the project has approved Crown funding for $162:8 million.

11. In November 2023, the Health NZ Board endorsed the project budget uplift of
to progress to Ministers for approval of additional HCE funding to suppcrtcost
pressures.

12. Due to the delay in securing Ministerial approval for the budget uplift to the Waitemata E
Ta Wairua Hinengaro Mason Clinic Redevelopment project, there wa . a further cost
increase to the project of , in addition to the S 8, . resulting
in a new total project budget uplift of ) B The# ,. increase was a result
of extended procurements past the contract expiry date.

13. We recommend a budget uplift for the project. This proposed uplift is a
result of progressive trade letting which is'substantively higherthan budget estimates,
along with additional construction works like asbestos removal, earthworks and ground
conditions that impacted on the pilling methodology requ red, and additional work to
ensure code of compliance: These factors could not have been foreseen at the time of
business case approval:

14. Health NZ was required to confirm its intention to proceed with construction by 29
February 2024, but this was delayed until the funding source for the New Dunedin
Hospital cost pressure was confirmed.

15. The approach employed for manag ng cost pressure includes:

a~.To assess any scope.change for the ongoing alignment to business case
investment objectives — There has been no material change in project scope as
the increased costs are a result of discoveries through early enabling works to
prepare the site for construction. If these changes had not been instructed, the
construction.would have been unable to continue and code of compliance would
not be:met

b. Use of project contingency in the first instance — The project has needed to
draw on of contingency for unforeseen costs associated with
asbestos removal in pipework, new piling requirements and for increased topsoil
volumes. The project has also absorbed for structural steel and
concrete, formwork and reinforcing steel issues. These works were urgently
required to ensure building code compliance.

Briefing: HNZ00032347: Mason Clinic request for additional HCE funding for immediate cost
pressures 5
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c. Value management activities, provision of a minimum viable product if
significant overruns, and replacement of subtrades and/or suppliers for
more competitive pricing — The project team has committed to an agreed target

S 9(2)(0) in value management through combining commercial gains, design
reviews, scope reduction and potential budget realignment. Activities undertak
include:

i. Review at the end of each design phase to ensure it remained w
budget, for example review of the cladding elements to reduce

>

ii. Seeking alternative suppliers where budget expectation
exceeded during trade competitive tendering processes
date, packaging trades to be more attractive and co
intensive interrogation of supplier quotes agains

iii. Initial pricing received totaled = /10 , comp
estimate of 9(2)() before procureme i

and
D ct requiremen

SEIA0) . This is a reduction of ;-
submissions. Value managemen i cost greater

d. Testing for phasing and scaling

nvestments at v
commitment and investigate a i i

us levels of
te ive options that

Briefing: HNZ00032347: Mason Clinic request for additional HCE funding for immediate cost
pressures 6









In Confidence

Briefing: HNZ00032347: Mason Clinic request for additional HCE funding for immediate cost









Budget - Sensitive

Background

Funding for key data and digital investment was
allocated in Budget 2022, with tagged contingencies
up to 2026/27 and outyears.

2.

Budget 2022 established funding in contingency for ‘Data and Digital Foundations'and
Innovation’. The purpose of this funding was to support health sector reforms and
investment in priority areas that enable improvements in health system performance.
This investment established tagged operating and capital contingencies in the health
portfolio up to 2026/27 and outyears. Ministers of Health and Finance are authorised to
draw down the contingencies and approve any changes to appropriations, subjec to
their satisfaction with:

a. the priority areas for investment and a high-level investment strategy that aligns to
New Zealand Health Plan priorities; and

b. advice on governance and decision-making arrangements. (including financial
delegations) for allocating the funding to specific investments, which draw on the
investment and governance frameworks and delegations agreed in SWC-21-MIN-
0158 and to update these if necessary.

In September 2023, the then Ministers of Health and Finance approved partial drawdown
of contingency funding to support:

a. establishing the National Data Platform,

b. supporting the establishment and national rollout of localities and iwi Maori
partnership boards (IMPBs),

c. identifying-and understanding inequities facing disabled people | tangata Whaikaha
Maori; and

d.-aPacific health data andintelligence function.

In.September 2023, the then Ministers of Health and Finance also agreed to extend the
expiry date of the Budget 22 contingency. This extension was only made until 31 March
2024, with $50 million remaining in the contingency for capital expenditure and $164.169
million remaining for operating expenditure until FY26/27 and $22.667 million per year in
out years.

Budget 22 contingency funding is vital to support
achievement of the Government’s priorities in Health

5.

6.

Data and digital services are uniquely positioned to reduce pressure on our health
system while simultaneously unlocking service and delivery improvements that together
enable achievement of your goal of providing timely access to high quality health care
services for all New Zealanders.

We discussed your priorities for data and digital services, and digital modernisation as a

Briefing: HNZ00041210: B22 Extension 3



Budget - Sensitive

key enabler for health system productivity, in our 25" January 2024 deep-dive session
with you. We've taken your direction to inform the development of a targeted set of
priorities and actions that will drive enhanced productivity along with improving the
timeliness and quality of our services.

This, along with our work to develop the New Zealand Health Plan in line with the
direction you will set in the Government Policy Statement, will ensure that our investment
proposals are aligned to your priorities.

Since we met, stabilizing payroll systems has emerged as a risk that will require
immediate investment. Investment may be required to address payroll systems that will
reach end of life within the next 18 months. The backlog of Holidays Ac remediation
and pay equity settlement payments has placed an extraordinary burden on payroll
systems and exposed the fragility of what was inherited from DHBs.. Further to this,
there are parts of the country that are not only non-compliant but will r quire immediate
rectification to ensure they will function while a medium-term so ution is found. The
immediate requirements to stabilize payroll are being assessed and costed. This work
will be completed before the end of June 2024 and, given there is no funding | et aside
for this work the Board may recommend this contingency is.applied to this-risk.

In the context of the constrained financial environment in which the Government is
operating, technology improvements and upgrades will be key to ach eving your priorities
for the health system in the next three years. Budget 22 contingency funding is critical to
deliver key system structures and enabling capabilities to achieve your vision. Without
this funding to support critical work, service outages are also likely to become more
common due to the increasing risk.of failure of our legacy systems that support frontline
health services.

Extending the Budgetcontingency déadline to
September 2024

A deadline extension is needed to enable us to

drawdown this contingency in a way that aligns to

Government priorities...

10

11.

12.

Briefing: HNZ00041210: B22 Extension

Following formation of the Government in November 2023, we have worked to

und' rstand which'of our proposed investments best align to your priorities. As the next
iteration of the New Zealand Health Plan is still in development, it has also been
necessary to'slow.down finalising of proposals for drawdown to ensure our data and
digitalinvestments will support the key actions in the New Zealand Health Plan that give
effect to your priorities (set out in the Government Policy Statement on Health).

As a result, we now consider that it will not be possible to complete a drawdown in
advance of the 31 March 2024 deadline. Decisions to drawdown and change the
contingency can be made jointly by you and the Minister of Finance. In light of this, we
recommend that you agree to extend the deadline to 30 September 2024 and forward
this paper to the Minister of Finance for their agreement.

We are recommending a six-month extension to the contingency expiry date as this
timeline will include the moratorium period for Budget 24, following which we will
continue to engage with Treasury and the Government Chief Digital Officer (GCDO)
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Executive Summary

2.

Health NZ infrastructure investments receive capital funding from the Health Capital
Envelope (HCE) multi-year appropriation and Health NZ internal baseline depreciation
funds.

The Health NZ Board (Board) has approved a capital plan for 2023/24 that includes a
National Contingency Pool (NCP) in baseline depreciation to support cost pressures.
This will significantly reduce the demand on the HCE.

No additional HCE capital is being sought. Six of the projects seek to use the NCP'as a
funding source and the Auckland — PICU Bed Expansion and Atrium Redevelopment
project will be funded by a donation of from the Starship'Foundation.

The current capital settings require all projects with HCE funding to obtain Minister al
approval for budget uplifts, even if the budget uplift is not funded from the HCE:

The Board has approved the additional funding requests| or.the seven projects listed
below, and this is affordable within the NCP. The NCP-balance remaining will be =¥
for any future cost pressures.

When referring to baseline depreciation funding this.is.the cash generated from the
depreciation expense.

Discussion

Projects experiencing.cost pressures

8.

10.

11.

We inherited projects approved under the previous health system and managed at the
local District Health Board level. With the establishment of Health NZ, we now have
greater visibility at a national level of the issues experienced by projects with cost
escalations.

Table 1 below shows the projectsthat are recommended for a budget uplift funded from
baseline depreciation. Further detail on these projects and assurances for value
management can be found.a Appendix 1.

Most of these projects have previously been signaled in reporting as seeking funding
from the HCE. However, in order to better manage demands on the HCE, the Board now
recommends these six projects to be funded from Health NZ’s baseline depreciation.

One project, the Auckland — Paediatric Intensive Care Unit (PICU) Bed Expansion and
Atrium Redevelopment project, is proposed to have its budget increase covered by the
funding offered by the Starship Foundation.

Briefing: HNZ00032350: Seeking approval for budget uplift for infrastructure projects from
baseline depreciation cash 4
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In Confidence

Cost increases are assessed for value management or other mitigations, and confidence
on cost estimates. The approach employed for managing cost pressures includes:

a. Assessing any changes proposed to ensure ongoing alignment to business case
scope and investment objectives.

b. Using contingency in the first instance.

c. Value management activities to ensure no scope creep, provision of a minimum
viable product if significant overruns, and replacement of subtrades and/or
suppliers for more competitive pricing.

d. Testing for phasing and scaling of investments at various leve s of commitment.

e. Deferring the commitment to projects that are yet to complete detailed and/or
implementation business cases subject to Ministerial approval.

Delegated Authority

16.

17.

18.

19.

20.

Current capital settings require these budget changes to be-approved by the Minister of
Health and the Minister of Finance (Joint Ministers).

The Letter of Expectations set by the previous Minister of Health states that budget
uplifts for projects with HCE funding require" oint Ministerial app oval, irrespective of
funding source.

Similarly, the majority of projects remain subject to Ministerial approval letters issued to
projects prior to the establishment'of Health NZ. These letters set conditions not to
exceed approved project budgets. While some reference only material changes needing
to be escalated to Ministers. materiality is not defined.

The approval pathway for cost increases can-add risk to projects. Cost pressures,
particularly those of a smaller scale, are of en realised through tender processes
followed by short validity periods. These may be as little as four weeks in some
instances.

We would.like to discuss these settings with you further, along with opportunities to
improve project delivery through changes to them.

TeTiritt o Waitangi

21.

This paper relates to th. management of delivery risks and cost pressures of existing
projects where commitments and approvals have already been undertaken and their
contribution to Te Tiriti and Te Pae Tata have already been confirmed. It is essential that
delivery risks are mitigated to ensure we are meeting our obligations.

Financial implications

22.

No new capital funding is required to implement the recommended project budget
increases. All costs included in this paper are affordable within Health NZ’s NCP except
for one project which will be funded by a donation from the Starship Foundation.

Briefing: HNZ00032350: Seeking approval for budget uplift for infrastructure projects from
baseline depreciation cash 6
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23. The cost escalations across the portfolio have been known for some time and the risk
remains that additional costs emerge and continue to create cost pressures. Careful
management and allocation of funds is required. The Board is managing the pressure
from a total portfolio perspective and providing advice on the allocation of funds from
HCE and cash generated from the depreciation expense to priority needs.

24. The 2023/24 capital plan set aside funds in a NCP to address any significant risks not
able to be accommodated at a local or regional level. A portion of this has been
prioritised through the NCP for cost escalation of in-flight facilities and infrastructure
projects given the likely timing of expenditure and clear visibility of trade-offs involved.

25. In-flight projects that have already been prioritised should, where possible . continue to
receive prioritisation to avoid further penalties, cost escalations or regrettable spend.

Ministry of Health Consultation

26. The Ministry of Health supports the use of HNZ internal funding for these cost increases.

The Treasury Consultation

27. The Treasury has been consulted and support this paper.

Next Steps

28. Subject to Ministerial approval, Health-NZ will inform the projects of approval for
additional funding.

Briefing: HNZ00032350: Seeking approval for budget uplift for infrastructure projects from
baseline depreciation cash 7
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Appendix 1: Detailed Information on Projects
Seeking Immediate funding from baseline
depreciation — no further HCE required

10112 - Te Rau Kawakawa Buller Integrated Family Health
Centre (IFHC) - additional funding sought: N

1.

Te Rau Kawakawa Buller IFHC project seeks approval for additional fund ng of =
from baseline depreciation. The HCE contribution remains at $21 0 million, and
the total project budget will increase to

Additional funding is required as a result of the Asbestos Containing Materials (ACM)
survey undertaken after the business case was approved. It is needed to remove he od
Buller Hospital facility which contains extensive asbestosiimmediately adjacent to the
new facility. It also overlaps the site for the helipad, both p eventing a code of
compliance certificate being issued by the Territorial Authority.

If unfunded, this will risk clinical service delivery forthose needing helicopter services, as
well as impacting the egress and fire protection of the new building. The existing ACM
buildings will remain vacant requiring ongeing maintenance and increased cost
escalations for removal in the future. Delays to the existing project schedule are also
likely to be incurred, affecting other-project-works.

The change request has therefore been confirmed as a' egional priority, given the
potential impact to the new fa ility and increased.costs fo' removal and risk of further
contamination if delayed or only partial demolition is undertaken.

10040 - Te Nikau Grey Hospital — additional funding sought:

Te Nikau Grey Hospital project seeks  pproval for additional funding of from
baseline depreciation to settle the final account with the contractor for unforeseen
demolition costs. The total HCE contribution remains at $134.2 million, and the total
project budget will increase to =¥

The project’s purpose was. to rebuild the Grey Base Hospital at a greenfield site. Te
Nikau Grey Hospital was completed and opened in August 2020. However, further works
including the demolition of old hospital buildings and several small ancillary construction
projects have since been completed.

Six buildings to be demolished were known to have asbestos. Significantly more
asbestos contamination than anticipated was found, which resulted in Joint Ministers’
approval of $1.2 million in May 2021. Since then, further asbestos contamination has
been found in the soil under the buildings.

Additional funding is required to cover dispute resolution costs with the
main contractor Fletcher Construction Company. Aecom and Chapman Tripp have
recommended the disputes be settled.

Briefing: HNZ00032350: Seeking approval for budget uplift for infrastructure projects from
baseline depreciation cash 8
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Market engagement is not possible as the construction works have already been
completed. The costs to settle the dispute with Fletcher Construction are based on their
claims assessed by QS and legal advisors.

30025 - Northland New Community Mental Health Facility,
Manaia House - additional funding sought:

10.

11.

12.

13.

14.

15.

The project is seeking to increase the approved budget by to be funded
regionally through baseline depreciation. The new total project cost will be S (4%
with $19.5 million of this funded through the HCE. No additional HCE funding is.required.

The project will enable the purchase and fit out of a building in Whangarei to.co-locate
and integrate community mental health services to ultimately improve health outcomes.

Cost escalations are a result of:

a. for supply and installation of the duress system which was not included
in the business case

b. for passive fire improvements to meet code of compliance

C. for roofing and waterproofing improvements

d. for power mains supply, upgrade of switchboards and power cables,

and soil stack hydraulic services'to meet compliance

The Manaia House has incurred unexpected challenges with some elements of the build
which have contributed to delays and cost overruns. Issues have mainly resulted from
Cyclone Gabrielle which impacted access to the site and one of the supplier factories. In
addition, problems with flooding.on the ground floor resulting in re-work of flooring
already laid.

Fire compliance issues were also discovered after the build commenced. This exposed
non-compliant wa Is in the stairs and lift shaft, requiring them to be re-lined which is
outside the intended project scope~In addition, an alternative supplier needs to be
identified for' he fi e doors.

The project wll also need to.make amendments to the schedule and to re-baseline
incarporating the funding‘uplift. The dates will be confirmed and/or adjusted once the
main/contractor has been procured and the programme issued. Joint Ministers will be
provided an update‘on.this through routine reporting.

30045 - Whanganui — Waimarino Health Centre Extension -
additional funding sought:

16.

The Waimarino Health Centre Extension project seeks approval of in
additional baseline depreciation funding. The new total project budget will be $3.4 million
with contributed through Health NZ baseline depreciation. The HCE
contribution remains at $2.0 million.

Briefing: HNZ00032350: Seeking approval for budget uplift for infrastructure projects from
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19.

20.

21.

22.

In Confidence

The project seeks to expand and refurbish the existing Centre to create the Waimarino
Wellness Centre, allowing for co-location of services and the development of an
integrated primary community-based system of care covering both health and social
services. Additional funding is required as a result of attributed towards
increases in construction costs since the original proposal was approved.

The project submitted a request for additional funding to cover cost increases to Phase
1, as well as funding for Phase 2 investments not yet approved. The Board endorsed
funding cost pressures for phase 1 scope only. Phase 2 investments remain subjecttoa
completed business case.

The scope of the phase 1 investment included:
a. The existing building’s 450m? retention of the radiology and maternity services.

b. The remaining building to be refurbished and repurposed to include space for
non-clinical activities and meetings.

c. Construction development of a new clinical building with a floor area‘of 345m
located on the existing Waimarino site which will.replace the current car park
space (approximately 15 carparks). Thisinew building will comprise 13 cinical
spaces including large consultation rooms, a whanau and procedure room, and
an ambulance bay.

d. Site works, carparking, and design/consent work.

Phase 2 includes, construction of staff facility offices, hui/event.space, siteworks
carparking and a birthing unit. Phase 2 is being considered forfunding through internal
baselines from subsequent budgets.

Value management was undertaken through the conceptual design. Work was
undertaken by the project.team in early 2022to assess options for refurbishing the
existing centre and installing transportable prefabricated buildings onto the property to
meet the needs of the community. However, consultation with key stakeholders and the
community clearly showed that this approach would not achieve the desired outcomes.

If approved, there will be an extension to the project schedule, with a new completion
date of March 2026, instead of May 2023.

10027 = Southern = Urgent Interim Works — Deferred Main,

Gastroenterology, —Audiology, and ICU - additional funding
sought: 12N

23.

24.

The Southland Urgent Interim Works — Deferred Main (DM), Gastroenterology, Audiology
and ICU project seeks approval to increase the total project budget through an injection
of 1 from baseline depreciation.

The project is undertaking a programme of work for deferred maintenance at Dunedin
Hospital. The DM18 workstream, the only remaining package of works, addresses
Compact Steam Boiler (CSB) steam condensate, Ward Block/CSB steam and low-
pressure hot water reticulation, Ward Block sewage ejectors and domestic hot water
calorifiers, CSB hot water pipe reticulation and hot water calorifiers.

Briefing: HNZ00032350: Seeking approval for budget uplift for infrastructure projects from
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26.

27.

28.

29.

In Confidence

The budget uplift reflects the project now nearing completion and some tidying up of
previous approvals. Currently $30.3 million has been spent to date with $32.4 million
committed.

In the 2017 and 2020 capital plans an additional $2.7 million was added to the project
budget for various clinical equipment required for the ICU and Gastroenterology
workstreams. These were approved by the then District Health Boards, however the
budget uplift never received Ministerial approval. As a result, the contribution from
baseline depreciation has increased to

Additional funding is required to complete these works. There is £ 4 remaning
budget from all unspent DM workstreams that will be contributed towards completing
DM18 with an injection from baseline depreciation required to make up the balance of
$155,000.

The is being sourced from a previously cancelled ICU minor'works project,
plus the from the 2017 and 2020 capital plans results in a budget uplift.of
(rounded to 1 decimal point)..

The new total contribution from Health NZ baseline depreciation will be E¥ @y, with
the HCE contribution remaining at $27.2 million for a total project budget of =sere.

102115 - Auckland - Linear Accelerators Replacement -
additional funding sought: | ("})‘\ from baseline
depreciation

30.

31.

32.

33.

34.

35.

The Auckland Linear Accelerators Replacement project seeks approval for additional
funding of from baseline depreciation..The HCE contribution remains at $10.0
million, and the total project budget will increase to 1% . The new total
contribution from Health NZ will be SE/@ g ™

The project seeks to purchase two matched replacement LINACs as both are past their
end of life. This:will ensure that the.model of care can be delivered, and patients can
access safe, efficient, and patient-centric technology with the capacity to meet demand
for radiation therapy.

The existing’/ARIA oncology information system cannot work with the new LINAC’s. A
like-for-like upgrade was provisioned in the business case. However, as design has
progressed, issues-have been identified. The recommended approach was to expand
the scope to move to the Varian Managed Service. This will result in an extension to the
go-live date, extending the project timeline by four months to October 2024.

This change required contingency fund allocations. Construction cost inflation and
infrastructure requirements also required the drawdown of contingency into secure
contractors and start construction work. Early use of contingency allocations has resulted
in a low balance remaining which holds high risk for a complex project.

Additional funding from baseline depreciation is being sought to ensure there is sufficient
contingency funds to complete the project lifecycle. This decision has been approved by
the Project Steering Group.

Designs have been reviewed for value engineering opportunities. However, the majority
of costs relate to enabling the installation and functioning of the new machines without
compromising on quality and cultural need.

Briefing: HNZ00032350: Seeking approval for budget uplift for infrastructure projects from
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300-02 - Auckland - PICU Bed Expansion and Atrium
Redevelopment project — additional funding sought

36.

37.

38.

39.

40.

41.

from the Starship Foundation

The PICU Bed Expansion and Atrium Redevelopment project (Child Health Expansion
Starship project) seeks Ministers’ approval to increase the total project budget through
two new injections from the Starship Foundation, totaling . It is also reporting
an extension to project schedule by 20 months with a new go-live date for the/acility of
January 2026, and a project closure date of February 2027.

The new total project budget will be , with the HCE commitment remaining at
and contributed through co-investment from the Starship
Foundation. No additional HCE funding is required.

This project aims to provide an additional eight HDU/ICU beds to improve equity
outcomes and provide timely clinical services and treatment. It also future proofs the
service with space to add a further two beds for future growth, offering a significant
increase in Paediatric ICU capacity. It creates space to accommodate displaced staff
who had to be decanted to create the additional . linical space, improves support areas
for whanau and mokopuna in PICU, and creates a new medical day stay to.improve
patient experience.

In June 2022, there was an injection of $2.9 million from Starship that received approval
by the then Auckland District Health.Boa d _however this. was never formally recognised
at a national level due to the imminent organisational changes with the establishment of
Health NZ.

The $2.9 million cost escalation in June 2022 was due to a variation to the design scope
to enhance the clinical, whanau, and public spaces on level 2 as a result of the co-design
process to reflect the needs of tamariki Maori and their whanau in line with Te Pae Tata
deliverables.

The request for an additional injection of $5.1 million submitted in April 2023 is a result of
QS estimates from Rider Levett Bucknall (RLB) which has higher than forecasted costs
for cons'ruction, temporary accommodation, internal costs, and contingencies. The
additional construction costs from the 2022 variation (a two-phase build instead of one),
the deca ting of existing services in the interim until construction is complete, and the

ex ension to project schedule are the main drivers for the cost overrun.

Briefing: HNZ00032350: Seeking approval for budget uplift for infrastructure projects from
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Executive Summary

2.

In 2020, the then Minister of Health and Minister of Finance confirmed Crown funding of
$48.3 million for Tranche One of the Copper Pipes Replacement Programme, with an
additional $2 million being funded internally by the District Health Board.

We have $40.0 million provisioned in the Health Capital Envelope (HCE) for Tranche
Two, lifts, seismic and other remediation. Drawdown for the copper pipes work was
subject to a satisfactory business case.

The Tranche Two business case is now complete. It seeks $51.8 million which is $11.8
million over the $40.0 million currently provisioned in the HCE. A summa y of the
investment is provided at Appendix 1.

The additional $11.8 million is required due to an initial $7.9 milion funding gap and'$3 9
million of extra costs identified during Tranche One from increased asbestos removal
and increased programme team costs relating to Covid delays and extra work«in theatres
to meet the IL4 Standard’.

We sent Joint Ministers a funding request in September 2023 However, ' his was not
approved until we could resolve where the funding was going to come from. Ministers
requested that work on Tranche Two continued in the meantime.

Approximately $17.4 million has been funded from Health New Zealand National
Contingency Pool for Tranche Two so far_lt is.vital that we secure this funding for project
continuity.

It is now recommended by Health New Zealand and the Ministry of Health that $40.0
million is funded from the HCE and $11 8 million funded f'om Health New Zealand
National Contingency Pool. No new money is being requested for this investment.

The Tranche Two business case estimate at $51.8 million brings the total programme
capital costs of completion to $102.1 million:

Background

10.

11.

12.

Due to corro ion within its copper pipes, the hot water system in the Wellington Regional
Hospital building-is at risk of ongoing leaks and a systemic and catastrophic failure of
risers or exist ng ring mains systems.

Replacing the Wellington Regional Hospital's corroded recirculating hot water system
was initially a single stage business case. In reviewing that case, the Ministry of Health
accepted the need to replace the hot water system but requested a Programme
Business Case hat spread investment across multiple years.

A Tranche One business case was developed and accepted by the Ministry of Health
Capital Investment Committee in mid-2020 with the Minister of Health and Minister of
Finance confirming Crown funding for Tranche One later in 2020. Funding for Tranche
One consisted of $48.3 million from Crown and $2.0 million from the District Health
Board.

"1L4 (Importance Level 4) Standard is the Building Code’s seismic resilience building standard for
buildings such as hospitals which must be operational immediately after an earthquake or other
disastrous event.
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14.

15.

16.

17.

18.

In Confidence

Copper Pipes was identified as a Priority Project in Budget 2022 and $40.0 million was
provisioned in the HCE for Tranche Two, lifts, seismic and other remediation. Drawdown
for the Copper Pipes work was subject to a satisfactory business case.

Quantity Surveyor estimates of $98.2 million in 2019 meant there was a difference of
$7.9 million on the $90.3 million provisioned for the Copper Pipes project alone. The
Ministry of Health expected that the funding gap be bridged from internal reserves,
project cost savings, and reprioritisation of planned activity. It was also a condition o
Tranche One funding that internal reserves would be prioritised for future copper pipe
tranches.

The remaining Tranche Two additional scope of activities identified in Budget 22:.have
either been reflected in the capital plan for Health New Zealand for the 2023/24 financial
year $2.4 million (theatre pendants, gas reticulation, fire panel system integration) or in
the case of the lift remediation works, partly funded through a separately approved
project. A funding need for lift remediation tranches three to five (total $19.9 million) ha
been identified from 2026 onwards.

The work of Tranche One has been delivered and progressed in line with the agreed
scope. The project has managed risks around extra asbes os. emoval work, extra-work
in theatres, and delays through COVID.

Tranche Two will complete the scope of the approved Copper Pipes Replacement
Programme by:

. Establishing the decant facility.

a
b. Installing new secondary pipework on Levels 3 to 7:

(9]

. Installing the final two risers
d. Commissioning the new hot water system.

The hospital is incorporating the risks around.copper pipe failure into its business
continuity plan, which will be-finalised by 30 June 2024.

Interdependency with'\Eront of Whare project

19.

20.

21.

The Front.of Whare project seeks to address the current challenges with emergency
care at Wellington Regional Hospital. It considers investment options for the Emergency
Department.and expanded acute services including the Medical Assessment and
Planning Unit, Surgical/Assessment and Planning Unit, Intensive Care Unit (ICU), and
additional adult inpatient beds.

In.June 2023, Joint Min sters approved the allocation of up to $10.0 million for the Front
of Whare project at Wellington Hospital to undertake developed design and initial
enabling works ahead of the Detailed Business Case being submitted to Ministers.

Given the replacement of this water infrastructure is particularly invasive, Tranche Two
has been programmed to coincide with Front of Whare, assuming FoW begins between
February and April 2025. This approach will minimise decanting of services and
disruption, with areas only subject to live works once. Costs relating to work activity
where Copper Pipes and Front of Whare overlap have been estimated at $3 million. This
overlapping area needs to be worked on before July 2025, so as not to affect the copper
piping commissioning phase commencing in Q4 2025.
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31. Note that Health NZ has incurred costs of $17.4 million to date for Tranche Two. The
HCE funding will reimburse $5.6 million of these costs.

Next Steps

32. Subject to Ministerial approval, Copper Pipes Tranche Two will proceed, with an
expected completion date of December 2026.
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Appendix 1Summary of case for investment

Why do we need the investment

1. Due to corrosion within its Copper Pipes, the hot water system in the Wellington
Regional Hospital building is at risk of ongoing leaks and a systemic and catastrophic
failure of risers or existing ring mains systems.

Investment Objectives

2. The investment objectives are to:

a. Provide a safe hospital operational environment and maximise the continuity of
service provision in the Wellington Regional Hospital build ng.

b. Ensure the Wellington Regional Hospital building’s water systems meet modern
hospital, including Importance Level Four (IL4), standards.

What the investment provides

3. Tranche two will complete the scope of the approved Copper Pipes Replacement
Programme by:

a. establishing a decant facility

b. installing new secondary pipework n Levels 3 to'7
c. installing the final two risers._and

d. commissioning the new hot-water system.

Investment options

4. The Tranche Two business case considers the following options:

a. Fully fund Tranche Two resulting in.completion in late 2026. This is the preferred
option on'the condition the timing aligns with the Front of Whare programme
(recommended).

b./ Do not progress to Tranche Two The original case for change has been
confirmed with a h gh level of corrosion discovered during Tranche One and
considerable isk of failure remaining until tranche two work is completed. During
Tranche One only elements of the subsystems have been replaced and it is not

until the-work on each subsystem is completed in Tranche Two that the programme

benefits become fully available.

c. Defer Tranche Two to a later date. Funding is required to recover the $17.4

million spent on Tranche Two to date and for Tranche Two the project to be able to

continue. If Tranche Two is not completed there are risks of pipe failure and the
additional risk of workforce and project expertise being lost and not available when
the project restartsFunding for tranche two .
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Portfolio Financial Performance

11. In January we spent . As can be seen in Figure 1, this is consistent with the
average level of spend this financial year.

12. The projects have spent a total of
funding of $6.6 billion.

13. Figure 2 provides a breakdown of the tc @:“ and remaining for the portfolio

noting that:

e The majority of spend occurs
during the Deliver phas

e The majority of the un oney
in the Deliver phase is contractually
committed. ¢

e Some spend still occurs after

practic pletion.
e On cial commi %
pa%project is closed, y

nds are retur to the







Amber rated projects

21. There are 20 projects with an assessed overall rating of Figure 3: Drivers of an overall
Amber. Of these: AMBER rating

a. 13 are in the Deliver phase
b. 5 arein Design
c. 2 arein Define.

22. For a project to have an overall Amber rating it will have a
combination of two or more issues for time, scope, or
budget.

23. Figure 3 shows the various combinations that result in an
overall Amber rating:

a. Scope and Budget are the primary drivers of risk.
Often a budget issue first presents, and the project
goes on hold while reduced cost options are
assessed and/or requests for additional funding are
prepared and presented for approval.

b. Fourteen projects have a combination of two or three riskissues being presented.

c. Scope issues rarely present as causes of project risk‘but thisiis because standard
performance metrics and reporting templates are focused on the easily quantified
metrics of schedule and budget

24. Further details of the Amber rated projects are available at Appendix 1 and Appendix 2.










































Regional Hospital Redevelopment Programme (RHRP)

Overview of RHRP

45. The RHRP programme is comprised of two tranches. Tranche 1 is in the Deliver phase
and Tranche 2 is in the planning phase.

46. All projects within the Programme are of significant capital value ($500+ million), with
dedicated project director allocated from planning to construction completion.

Project Pihi Kaha — Whangarei Hospital Redevelopment

47. The Whangarei Whanau House construction continues to make positive progress onsite
with the facility’s floor slab milestone completed to schedule. Above floor construction
continues with favourable weather as the team works toward closing the building in.
Furniture, fittings, and equipment schedules are underway to start procurement. The
project remains on track to be delivered within the approved schedule by mid-2024.

48. Good progress is being made on Project Tira Ora:with 100% Developed Design
completed as per the approved programme and all r views, both inte nal and external,
completed. Detailed design phase has commenced. in accordance with the current
programme and is due for completion in mid-2024 ahead of consenting and contractor
procurement.

49. Tira Ora contractor procurement planning-is underway with planned request for
proposals (RFPs) to be released to-the open market v a GETS following completion of
detail design. To date, all Tira Ora milestones and gateways have been met and this
milestone procurement activity'is planned to start in May 2024 in line with Project Pihi
Kaha’s master programme_to maintain progress.across critical path activities.

50. Given the scale and complexity. of Tira Ora is.within the capability of the local market,
risk and opportunity analysis-has led to the recommendation of a traditional procurement
approach with a fixed price lump sum build only contract. This is also informed from
recent learnings on similar projects within the Northland district.

51. The project team is prioritising the development of the overall delivery strategy to deliver
the Pihi Kaha investment objective . The Pihi Kaha investment programme has
significant scale and complexity considered to be beyond local market capability.

Lea nings from recent infrastructure investments of similar and significant scale and
comp ex'ty is that the traditional approaches have consistently resulted in projects that
have not performedwell and failed to deliver the desired objectives. The project team are
considering al ernative approaches (such as collaborative contracts) that motivate
industry partners to prioritise working together, innovation and delivery efficiency. The
team are engaging with relevant internal stakeholders and considering Health NZ’s wider
regional programme objectives with a target of presenting a final procurement
recommendation to the Project Steering Group in April 2024.

52. Project Management and Cost Management consultant onboarding is going well.
Recruitment for key roles continues along with development of the procurement strategy
for engaging project partners (design and construction advisors) which is progressing
positively, informed by lessons from other recent projects. Drafting of the ward tower
business case continues along with the single stage business case for additional car
parking.

21



Project Whakatupuranga — Nelson Hospital Redevelopment

53. The project now has a town planner, health planner and cost consultant onboard. The
project team is focused on refining the campus master plan and evaluating the options
for new and refurbished facilities on the campus.

54. The planners have reviewed lessons learned across major projects and assessed the
market capacity. They are now exploring options for a phased approach with a series of
smaller builds that are viable to construct in a regional setting, rather than a very.large
single building.

55. Clinical and seismic priorities are being considered to inform the sequence of the
development.

56. To inform the Test to Fit works, the bed modelling produced in 2018 is being reviewed: by
the 1IG and Hospital and Specialist Services (HSS) analysts to ensure the population a d
bed modelling outputs are up to date and accurate to inform the design brief. This work
is being reviewed by the HSS Senior Leadership Team. A-new standardised national
methodology is being used to validate the modelling.

57. The procurement planning for the main ECE contrac or and design team will'take place
once the preferred option is confirmed and the si e and scale of the programme phases
are defined. This will inform the approach to market.

58. The Test to Fit works will be completed late April. Concept Design.is scheduled to
complete by January 2025, Preliminary/Design by July 2025/ and_Developed Design for
Phase One by October 2025.

59. Design works to address the strengthen ng works required following the Earthquake
Prone Building notice are being priced by a contractor wi h a view to some works starting
early in 2024. A seismic report will be developed'by. the Health NZ seismic advisors,
Kestral.

Tauranga Hospital Redevelopment

60. Recent project-activities include the.development of a Clinical Services Plan, detailed
seismic assessments of key buildings, an existing site feasibility study, and work on an
early site'master-plan/options-analysis.

61. A Strategic Assessment is in progress, and will be followed by a Programme Business
Case due to be completed in early 2025.

62 A‘programme approach is.being taken in the procurement of the resource required to
develop and deliver the RHRP Tranche 2 business cases.

63. The procurement of a supplier for business case development services across Tranche 2
is in progress and a preferred supplier is expected to be identified in March.

Hawke’s Bay Fallen Soldier’s Memorial Hospital
Redevelopment

64. The draft Local Clinical Services Plan (including demand and capacity modelling), future
model of care planning, asset management planning, and Site Master Plans for Hawke’s
Bay Hospital and Wairoa Health have been completed.

65. The Maori health equity plan, cultural narrative and cultural impact assessment will be
developed in the first half of 2024.
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Project Photos

Variable Speed Drive Pump

erse Osmosis Plant



10056 — Facilities Infrastructure Remediation Programme - Tranche 2, Te Toka
Tumai Auckland
Tunnel section

10204 — Manaaki Hohonu - Construction of inpatient ward and ICU, Waitakere
Hospital
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102116 — Radiation Oncology Project, Whangarei Hospital

10209 — Manukau Superclinic expansion and planned care capacity increase,
Manukau Health Park
North and top of West and East Building

26



Interior



10079 — Taranaki Base Hospital Redevelopment - Project Maunga - Stage 2
East Wing Building






10073 — Adult Mental Health Facility - Tranche 1, Waikato
Second Concrete Pour Completed

10207 — Acute Mental Health and Addic ions Facility (Te Whare Awhiora), Tairawhiti
Services reticulated through ceiling
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10050 - E Ta Wairua Hinegaro - Forensic Psychiatric Services Facilities
Replacement, Mason Clinic, Auckland, Waitemata
Structural steel frame — view from west
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Day Surgery Theatre 2 HEPA filters and housing demolition



30024 Wairau Boilers, Nelson-Marlborough



10025 — New Dunedin Hospital, Southern
Outpatients Building



Appendices

Appendix 1:  Project Performance Summary Period ending 31 January 2024

Appendix 2: Mental Health Infrastructure Programme Performance Summary Period
ending 31 January 2024

Appendix 3: Health Capital Envelope — Allocation Summary January 2024 Withheld under s9(2)(b)(ii)
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