


In Confidence

Purpose

1.

This paper provides advice on the key challenges associated with developing
Implementation Business Cases under the Facilities and Infrastructure Remediation
Programme (FIRP), and to outline opportunities to streamline processes and reduce the
number of requests requiring Ministerial approval.

Background

2.

In April 2025, Cabinet approved four business cases for health infrastructure projects,
establishing the requirement for Ministerial or Cabinet-level approval of subsequent
Implementation Business Cases as the projects progressed to delivery contracts. These
were for:

a) Nelson Hospital Redevelopment;
b) Wellington Emergency Department Refurbishment;
c) The Facilities Infrastructure Remediation Programme, Tranche 3;

d) The Interim Inpatient Bed Capacity.

3.

4. Implementation Business Cases enable decision-makers to approve entry into contracts
with preferred suppliers following market engagement and agreement of final conditions,
including cost and risk allocation.

5. The FIRP comprises a series of discrete workstreams delivered progressively. As an
asset remediation programme, FIRP differs from major capital builds, which typically
involve a single construction contract. Instead, multiple market engagements and
contracts occur over time, requiring separate Implementation Business Cases at each
key procurement stage.

Discussion

6. Health NZ has undertaken a rapid assessment of the challenges facing the development

and approval of Implementation Business Cases under FIRP Tranche 3, and the
opportunities to either reduce the number of business cases or repeat work required.
These opportunities have not been fully assessed, and there are inevitable risks and
challenges to each which would need to be further assessed. Health NZ intends to work
with the Ministry of Health and the Treasury to undertake a comprehensive options
analysis.

Identified challenges

7.

Two key issues have been identified with the current requirements for Ministerial
approval of Implementation Business Cases under FIRP Tranche 3:

a) The requirement for Ministerial approval of relatively low-level investments creates a
timeline risk due to limited tender validity periods;
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b) The linking of funding drawdown to Implementation Business Case approval results
in pre-commitment of expenditure by Health New Zealand | Te Whatu Ora (Health
NZ), ahead of formal approval.

8. Regarding the timeline risk, tender validity periods are typically limited to 30 calendar
days for procurements at FIRP scale. Even large projects seeking longer (e.g. 90-day)
validity periods incur risk premiums. Reviewing submissions can take several weeks,
followed by internal and external approval processes.

9. Delays in securing sign-off for Implementation Business Cases increase cost risk.
Ministerial sign-off introduces further delays, as these papers require consultation with
monitoring agencies and internal clearance processes.

Opportunities

10. The following opportunities have been identified to mitigate the impact of Implementation
Business Case requirements.

11. In terms of the timeline for the sign off of the Implementation Business Cases and to
avoid risks around tender process, possible mitigations are:

a) Progress Implementation Business Cases through internal governance and
approvals prior to tender conclusion, using indicative figures, subject to final
confirmation within approved budget;

b) Adjust work programme timelines to align procurement activities, noting this may
impact overall delivery schedules;

c) Engage monitoring agencies early by submitting draft business cases for pre-
consultation prior to final pricing.

12. To enable funding drawdown ahead of Implementation Business Case approval, the
following opportunities have been identified:

a) The Health NZ Commissioner could provide an exemption allowing preliminary
expenditure of a portion of the investment profile using Health NZ capital cash, with
Crown reimbursement following approval;

b) Seek approval from joint Ministers to authorise drawdown of funds ahead of
Implementation Business Case sign-off;

¢) Include initial activities for future workstreams for the same site or investment in
Implementation Business Cases submitted for approval.

13. Other potential opportunities (subject to monitoring agency advice) include:

a) Consolidate multiple Implementation Business Cases into a single approval,
acknowledging this may limit the ability to base decisions on finalised tender
outcomes;

b) Submit a proposal to the Minister of Health, Minister of Finance and Minister for
Infrastructure seeking delegation of approval authority for the implementation
business case to the Chief Executive of Health NZ;

c) Submit a Cabinet request seeking delegation of approval authority for the
implementation business case to the Chief Executive of Health NZ.
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Next steps
14. We will engage with Treasury and the Ministry of Health to assess options, with the aim

of identifying a preferred approach for streamlining Implementation Business Case

approvals. Subject to this engagement, we will prepare formal advice for Ministerial
consideration.
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