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Budget Sensitive 

Office of the Minister of Health 

Cabinet Expenditure Committee  

 

Facilities Infrastructure Remediation Programme Tranche Three: 
Detailed Business Case 

Proposal 

1 This paper seeks your approval of the Detailed Business Case for the Facilities 

Infrastructure Remediation Programme (FIRP) Tranche 3 in Appendix A.  

Relation to government priorities 

2 The proposed investment is aligned with the “Achieving the Health Targets – High 

Level Implementation Plan July 2024 – June 2027” which I announced on 12 

September 2024. 

Executive Summary 

3 Auckland City Hospital and Greenlane Clinical Centre provide health and disability 

services to more than half a million people living in the greater Auckland area and 

Northland, as well as specialist services for the whole of New Zealand and several 

Pacific countries.  

4 The FIRP is one of the priority projects in the draft Health Infrastructure Plan (HIP), 

part of Health NZ’s ten-year roadmap for physical, digital, and health technology 

infrastructure. The project has been established to address the risk to critical health 

services from ageing and degraded infrastructure that lacked resilience and the ability 

to meet current and future demands. Failure of these assets would significantly impact 

patients at Auckland City Hospital or Greenlane Clinical Centre; critical health 

services are reliant on this aged and degraded infrastructure.  

5 I seek your approval of the Detailed Business Case (DBC) in Appendix A and the 

preferred option set out below. 

6 Given recent affordability exercises undertaken by Health NZ, the proposed 

investment for implement FIRP Tranche 3 is option 3: ‘do minimum.’ This option 

defers some of the proposed scope of Tranche 3 for future tranches. 

7 This option addresses the immediate priorities while keeping within affordability 

constraints. It provides the best public value as it ensures critical infrastructure 

continues to be remediated using a risk-based approach to keep services running in 

New Zealand’s largest hospital. 

8 At least five Implementation business cases will be required to seek approval to sign 

contracts for Tranche 3 procurements depending on how workstreams are divided into 

construction projects. I seek your approval to delegate approval of the Implementation 

Business Cases to myself, in consultation with the Minister of Finance and the Pr
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Minister for Infrastructure, with change in scope and schedule of the implementation 

business cases requiring joint approval as long as the total capital cost of the project 

does not exceed  

9 There remains significant residual risk as this option does not achieve the full planned 

benefits of alternative options.  

 

  

Background (Strategic case) 

Strategic case for Facilities Infrastructure Remediation Programme Tranche 3 

10 The Facilities Infrastructure Remediation Programme Tranche 3 (FIRP T3) addresses 

failing assets risking clinical service delivery at Auckland City Hospital and 

Greenlane Clinical Centre New Zealand’s largest public hospital and clinical research 

facility. Together these facilities provide health and disability services to an estimated 

511,000 people living in the greater Auckland area and Northland. They also provide 

specialist services for all of New Zealand and some Pacific countries, including organ 

transplants, specialist paediatric services, neurosurgery and congenital heart surgeries. 

Auckland City Hospital is also the largest teaching hospital and research centre in 

New Zealand. 

11 FIRP objectives include reduced risk of asset failure to ensure these facilities remain 

resilient to support health services and safety for staff and patients; enabling planned 

growth; and greater cost effectiveness and environmental sustainability to improve 

compliance with operational requirements. 

12 This investment will help stabilise existing assets and services, ensuring progress to 

deliver on the health All of Government targets can continue. Without this 

investment, any asset failure would significantly impact Health New Zealand’s ability 

to deliver on the targets due to reprioritised resource, downstream impacts on other 

hospitals and their ability to meet targets, and wider implications. 

13 FIRP T3 also offers operational savings from heating and utility savings, quantified in 

Table 4: Financial Implications. 

Previous decisions and context 

14 The business case for FIRP builds on the Strategic Assessment (approved June 2017), 

the Programme Business Case and Tranche 1 Business Case (both approved August 

2018) and the Tranche 2 Business Case (approved December 2019). As part of the 

Tranche 1 and 2 works, initial preparatory design work has been completed to inform 

the Tranche 3 business case. 

15 Tranches one and two are well advanced in delivery. On a time to completion basis, 

Tranche 1 is eighty per cent completed and Tranche 2 is seventy-eight per cent 

completed. The work of these tranches is expected to be completed by December 

2025. Tranche three addresses outstanding risks and requirements and builds on the 

progress and benefits achieved to date. FIRP programme benefits to date include: 

s 9(2)(b)(ii)

s 9(2)(f)(iv)
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15.1 A reduction in the Operational Risk Rating, achieving 71% of the planned risk 

reduction for Tranche 1 to date and is on track to achieving 100%. 

15.2 Improved overall site energy efficiency and energy reporting. 

15.3 Improved patient and whānau safety, quality, and experience including 

enhanced food safety and storage from a new cool store.  

15.4 Improved site load and capacity information is available, enabling more 

efficient site infrastructure management. 

16 FIRP is one of four priority projects for 2025/26 in the HIP, agreed in principle by 

Cabinet in early March 2025 subject to Budget decisions and business case approvals 

[CAB-25-MIN-0051]. The HIP is part of Health NZ’s ten-year roadmap for physical, 

digital, and health technology infrastructure informed by the National Clinical Service 

and Campus Plan. The HIP is not a list of requests for funding from Budget 25 or 

future Budgets, nor is the inclusion of projects a guarantee I will seek funding for 

them in the future.  

17 Priorities for infrastructure investment incorporated the following considerations: 

17.1 Importance within the National Clinical Services and Campus Plan, which sets 

Health NZ’s strategic direction and priorities for changes in models of care, 

service delivery models and capacity required to deliver on government 

priorities and was endorsed by Health NZ’s Board in December 2023.   

17.2 Delivery of benefits committed to through projects planned and approved prior 

to the establishment of Health NZ.  

17.3 Asset risk. 

17.4 Staging of investments to enable long term campus development. 

17.5 Investment readiness. 

18 FIRP is an ongoing programme to enhance the resilience of assets at Auckland 

Hospital and as a result, I expect further funding requests for later tranches over the 

next few years. This includes the next immediate priority to address the domestic hot 

water system at Auckland Hospital that is at a high risk of failure due to deficiencies 

in the piping product. Health NZ is addressing the immediate risk by replacing the 

main supply line and ring mains as a first stage. The second stage can only commence 

construction once the first phase is competed in May 2026. To ensure no delays in the 

progress of this work, I am also seeking funding from Budget 2025 for  of 

design work to be undertaken in parallel to the stage one work, separate to the FIRP 

Tranche 3 funding sought. 

19 Should the FIRP Tranche 3 DBC be agreed, it is ready for consideration through 

Budget 2025, given benefits from addressing the risk to services, the efficiencies from 

continuation of the established delivery programme, and business case and 

procurement readiness. Progressing this project now will enable Health NZ to deliver 

value as soon as possible from a well-advanced project.   

s 9(2)(b)(ii)
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Financial implications (Financial case) 

32 The expected whole of life cost of the revised FIRP T3 scope is over 

20 years. Approximately $11.451 million of energy cost savings over the life of the 

project will offset the initial capital costs of . 

33  

 

34 The contingency provisioned in the budget has been determined sufficient for the 

risks identified. Drawdown of the contingency is subject to approval from the 

Commissioner.   

Implementation (commercial and management cases) 

35 For Auckland specifically, there are several large-scale projects underway that have 

absorbed a significant proportion of industry resources. These include the City Rail 

Link, Auckland Airport redevelopment, Downtown Car Park site redevelopment 

(Commercial Bay 2.0) and IKEA. The type of work that FIRP requires is not typically 

attractive to the market as work in existing hospital environments is considered 

challenging. However, Health NZ remains optimistic in the expected responses to 

tenders due to the strong market engagement and the interest from suppliers that have 

been engaged previously.  

36 As with Tranches 1 and 2, robust governance and reporting will continue for Tranche 

3 to support decision making and ensure the deliverables remain on track and 

expected benefits are able to be realised.    

37 Procurement and delivery methods have been tailored to the complexity and risks of 

each workstream. Therefore, the approach will differ between projects. Applying 

lessons learnt from Tranche 1 and 2, the methods for approaching the market will fall 

into one of the following categories that optimises value for money: 

37.1 Secondary procurement via the existing consultant and procurement panels;  

37.2 Large, high risk, or complex projects; or 

37.3 Low risk and/or low value works. 

s 9(2)(f)(iv), s 9(2)(j)

s 9(2)(b)(ii)

s 9(2)(b)(ii)

s 9(2)(b)(ii)
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required technical expertise to deliver this project, for example Quantity Surveyors 

and engineers. 

Consultation 

47 The Treasury, Ministry of Health and the Infrastructure Commission have been 

consulted on this paper. 

Communications 

48 Should the FIRP be approved and funded through the Budget 2025 process, 

communication of the project will be completed through that process.  

Proactive Release 

49 Should the FIRP be approved and funded through the Budget 2025, I would anticipate 

delaying Proactive Release until after the completion of that process.  

Next steps 

50 The FIRP proposal has been invited into the Budget 2025 process with a submission 

made on 17 January 2025. If Cabinet approves in-principle the business case, the final 

approval of the project will be subject to budget decisions.   

51 Subject to any approval of funding through Budget 2025, Health NZ will develop at 

least five Implementation Business Cases, which document finalised arrangements 

and costs, to seek approval to award the contract and commence delivery. 

Recommendations 

The Minister of Health recommends that the Committee: 

1 Approve the Detailed Business Case for FIRP Tranche 3 (Appendix A);  

2 Approve in-principle the preferred option of Option 3 ‘do minimum’ with an 

estimated cost of  over three years subject to Budget 2025 funding;  

3 Delegate approval of the Implementation Business Cases for FIRP Tranche 3 to 

myself, in consultation with the Minister of Finance and Minister for Infrastructure; 

4 Delegate to the Minister of Finance, Minister for Infrastructure, and myself the 

approval of any change in the scope or capital cost for the implementation business 

cases within the total project cost envelope of ;  

5 Note the request in Budget 2025 for an additional  in design work for the 

next stage of remediating Auckland Hospital hot water pipes,  

 

6  

  

Authorised for Lodgement. 

s 9(2)(b)(ii)

s 9(2)(b)(ii)

s 9(2)(b)(ii)

s 9(2)(f)(iv)

s 9(2)(b)(ii), s 9(2)(f)(iv)Pr
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Hon Simeon Brown 

Minister of Health 
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