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IN CONFIDENCE

1. Executive Summary

This Programme Business Case (PBC) proposes a multi-year investment programme aimed at addressing
acute and chronic issues affecting the quality and quantity of supports received by clients being supported
under the High and Complex Framework (HCF).

What is the HCF?

The HCF is a diversionary pathway primarily for people who have committed criminal offices, but who also
have an intellectual disability and who have been found unfit to stand trial on — or have been convicted of -
an imprisonable offence or who are undergoing inquiries, are transitioning off orders, or who are held under
other regulatory provisions (Care Recipients). The HCF also cares for a civil population of individuals who,
while continuing to receive supports within the Framework are no longer under any legal restrictions and are
in a process of transferring back to mainstream services.

Since 2012, the annual average has been 294 people receiving care under the HCF, and as of July 2025, 208
people were being cared for under the HCF.

Who is responsible for the HCF?

Responsibility for the regulation, commissioning, funding, and operation of HCF services sits across several
parts of the Crown, primarily the Ministry for Social Development — Disability Support Services, the Ministry
of Health, and Health New Zealand. Furthermore, these agencies have been subject to major reforms in the
past five years. For example, in 2022, responsibility for commissioning and funding HCF services transferred
from the Ministry of Health to Waikaha (the Ministry for Disabled People), in 2024, this responsibility
transferred from Whaikaha to the Ministry of Social Development’s Disability Support Services Business
Group (MSD-DSS). Figure 1 illustrates current agency responsibilities for the HCF. In that capacity MSD-DSS
is leading the development of this Programme Business Case.

Figure 1: Current Agency Responsibilities
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What types of facilities are used to support these individuals?

There are two main types of facilities that HCF clients reside in, depending on the offence committed and the
level of support an individual requires.

e Secure Care: Hospital level care at Regional Intellectual Disability Secure Services (RIDSS) facilities,
which also includes inpatient assessment and triage for new clients in 24-hour secure environments.
These services are provided by Health New Zealand in secure hospital settings. There are a total of
66 beds currently contracted for people living under the HCF.

¢ Community Secure and Supervised Care: Residential level care based in the community at Regional
Intellectual Disability Supported Accommodation Services (RIDSAS). These facilities provide
community level secure or supervised care in the community. The services are commissioned from
NGO providers across 65 RIDSAS facilities nationwide, with approximately 250 beds, although this
number varies depending on the specific facilities available at any given time. Generally, the facilities
resemble residential houses, and are owned by the NGOs or leased from the private market or from
Kainga Ora.

What are the key problems today?

The HCF faces long-standing and significant operational challenges and capacity constraints. In 2021, the
Ombudsman released ‘Oversight: An investigation into the Ministry of Health’s stewardship of hospital-level
secure services for people with an intellectual disability’ (the Ombudsman’s report). The Ombudsman’s
findings included:

e Significant capacity pressures across the HCF, resulting in court proceedings being deferred, people
being remanded back to prison or inappropriately accommodated in mental health units.

e Relocation of some people to facilities outside their home regions, away from whanau and wider
support networks.

The nature of the HCF population is changing, and over the past decade, the complexity and diversity of HCF
clients have increased. There is an increase in younger people, women, and those with increased physical
disability. The existing facilities for HCF clients are aging and were not designed with this level of complexity
in mind, and this has driven the need for suboptimal operational practices (client separation, using entire
wards for individual women, etc) to manage risk. This has reduced the practical capacity of facilities, and the
need to manage complexity differently has meant that the practical capacity of existing facilities has
decreased system flexibility.

This has resulted in serious issues noted in the Ombudsman’s report. Some clients cannot be placed in
appropriate facilities, and undesirable practices - like separation and use of seclusion rooms — have
become necessary to manage risk. In addition, the failure of the system is leading to legal and public risk,
with legal proceedings being deferred due to a lack of system capacity, and habeus petitions for people
awaiting appropriate step-down care becoming more frequent.

These issues are captured in two key problem statements underpinning this programme of investment,
which were agreed as part of an ILM for this PBC in November 2023.

1. Significant capacity pressures are stopping flow through the HCF system, resulting in missed and
delayed interventions and constraining HCF access.

2. Existing HCF facilities are not fit for purpose or flexible, preventing the timely provision of safe and
least restrictive, rehabilitative environments.

These problems have practical implications that risk the support and rehabilitation of those being supported
under the HCF, and in the extreme, create risks to public safety. The impacts are outlined in the Strategic
Case in more detail, but the key issues arising from the failure to address these problems are:

e For some years, facilities have been known to be deficient across the network. They are insufficiently
flexible to accommodate the needs of people living under the HCF, resulting in more restrictive
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practices than are necessary for those living under the HCF, and contributing to higher risks for staff
and clients.

e Current facilities and cohort mixing practices are not providing women, children, and those with
diverse needs adequate safety, privacy, or dignity in their care journeys.

e Capacity shortages adversely impact the ability of those needing support to enter and support a safe
environment for those living under the HCF.

e Existing facilities do not provide adequate flexibility to respond to complex demands, which means
that there are emerging and immediate issues around being able to find appropriate facilities for new
people entering the system. People cannot enter the HCF without assessment, and the lack of
available assessment beds and overall RIDSS capacity means that it is highly likely — and
anecdotally almost certain — that there are people eligible for care, but who cannot be assessed for
it or receive it.

Addressing these problems requires an immediate response to maintain the safety of those living under the
HCF and to maintain public safety. The ongoing attention of the Ombudsman and inspectors to this issue
also generates legal and perception risks, further adding impetus to act now to mitigate the worst issues in
this system.

This means achieving the following investment objectives on which the options presented in the case are
predicated:

Investment Objective 1: Sufficient flexible capacity to manage clients and meet demand. HCF providers
require fit for purpose secure facilities with sufficient flexibility and capacity to respond to unpredictable
demand fluctuation and increasingly complex care requirements. Fit for purpose facilities with sufficient
capacity enable clients to step through the care continuum based on client suitability rather than bed
availability and suitability, allowing clients to move from high security environments to community-based
care. The functional layout and capacity of HCF facilities should be able to support cohort separation
without limiting bed capacity for other clients or impacting relational security.

Investment Objective 2: Facilities are robust, appropriate to the cohort, and homelike. HCF providers require
fit for purpose, robust and homelike facilities with physical layouts that meet the Secure Services Matrix and
support cohort and client separation without reducing the functional capacity of facilities or compromising
the provision of care.

Investment Objective 3: Facilities provide a safe, secure environment for staff and clients. HCF facilities
require features which enable care to be provided safely and securely to clients, whilst protecting staff and
minimising complicated operational practices. RIDSS facilities should have features to prevent clients from
leaving without authority, such as the use of durable materials, anti-ligature fixtures and fittings, and full
alarm systems. HCF clients should receive the levels of independence and freedom they are entitled to.

It's clear that the facilities are inadequate. How much more capacity is required in the system?
In addition to the inadequate nature of existing facilities, additional capacity is also required to meet the
modest but real increases in demand arising from increases in (primarily) younger people and women
entering the system. Bed modelling conducted by the Ministry of Health and updated by Whaikaha, suggests
that at least:

e 23 additional RIDSS beds are required, and

¢ 10-18 additional RIDSAS beds

are required to meet the current and anticipated demand for HCF supports, provide for adequate movement
of people through the system, and retain small margins for unanticipated demand.

This capacity is needed nationally, but final decisions on the allocation of these beds within each region will
need to be further explored as part of subsequent business cases. Similarly, demand modelling will be
reviewed and considered by the Joint Agency Governance Group (see Management Case below) to ensure
that subsequent business cases rely on the latest projections.
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Figure 3: Option 4 Delivery Programme

s9(2)())

Option 4 provides flexible, robust, safe, and secure RIDSS and RIDSAS facilities that provide a homelike
environment for HCF clients whilst protecting client, staff and public safety and balancing value for money
through a mix of refurbished and new build facilities. Only those facilities that can be refurbished to meet
quality and security expectations are retained for use, and additional capacity is provided as outlined in the
RIDSS Bed Capacity Plan.

One of the main differences between the shortlisted Option 4 and Option 7 is the choice of service delivery
model, with Option 4 focused on decentralised service delivery and Option 7 focused on centralised service
delivery. While both models have advantages and disadvantages, a decentralised service delivery method for
RIDSAS is preferred by MSD-DSS when considering the following:

e Centralisation of both RIDSS and RIDSAS services can support greater system flexibility as all
network capacity is provided in easier to access, urban locations, making it easier for clients to
transition through the care continuum without the need for extensive travel, and can enable greater
workforce efficiencies.

e However, centralisation has not historically achieved desired placement outcomes and may result in
a greater travel burden for clients and families who live considerable distances from centralised
facilities.

e Centralised options do not technically provide the care continuum in all regions (other than
centralised regions). However, Option 7, although centralised service delivery, meets the overall
RIDSS capacity requirements through centralised regions.

A further benefit of Option 4 is its relatively lower capital and whole of life costs. Under the preferred hybrid
programming approach, Option 7 delivers a larger number of RIDSS/RIDSAS facilities earlier than Option 4,
which makes Option 7 more expensive than Option 4 on a discounted basis. For example, Option 4a (use
existing RIDSAS sites) has a discounted capital cost of S9(2)(j) compared to Option 7a (use existing
RIDSAS sites), which has a higher discounted capital cost of S9(2)(j])  Both Option 4a and 4b have a lower
whole of life cost S9(2)()) respectively) compared to Options 7a and 7b S9(2)(j)

This is reflective of Option 4's lower incremental capital cost, operating cost, depreciation, and
capital charge on a real basis (compared to Option 7).
MSD-DSS recognises that work is ongoing within Health New Zealand to plan for infrastructure
improvements and delivery, which may result in a centralisation of RIDSS facilities beyond that considered in
the preferred option in this programme business case. As part of the development of this business case
MSD-DSS and CID have engaged with Health New Zealand and agreed, through the Joint Agency Governance
Group, that the nature of RIDSS infrastructure will be considered as part of subsequent DBCs for RIDSS
tranches.

How much money is needed? When?

There are two choices about how Option 4 is delivered. Either existing land could be used to construct new
facilities, or new land might need to be acquired. This drives extremely small differences in overall capital
costs.
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What is being purchased? Who is responsible for what?

There are multiple agencies and NGOs responsible for RIDSS and RIDSAS delivery, and RIDSS facilities are
likely to be delivered and owned by Health New Zealand. This means that this business case focuses on the
following delivery and procurement considerations:

¢ Focus primarily on Tranche One: to retain flexibility and respond to changes, given the early stage of
the programme and ongoing conversations with stakeholders and delivery partners. It is expected
that all tranches will use a similar commercial and procurement approach.

¢ Focus primarily on RIDSAS: given that Tranche One focuses on RIDSAS, and given that further
decisions are required on the best approach for RIDSS.

There are options about facility ownership and delivery responsibility: at the time of writing the PBC, neither
the final ownership of the RIDSAS facilities, nor the agency that will manage the capital delivery activities, is
finalised and this will be resolved through subsequent business cases. As such, RIDSAS facility ownership
options are discussed, and procurement management scenarios are presented, with advantages and
disadvantages.

Given the nature of existing arrangements, however, it is likely that separate contracts for each of the design,
build, and hard FM services would be procured with soft FM and residential support services packaged
together to integrate support and care delivery. The key components of this option are outlined below:

1. Design Package: One contract is let for the design of the facilities. The provider is responsible for
creating designs that meet the necessary requirements and standards, ensuring that the facilities
are secure, safe, accessible, and homelike.

2. Build Package: A second contract (which could be a separate contract or a part of a delivery
consortium) is let to oversee the construction of the facilities. The contractor is responsible for
executing the design plans and delivering the facilities according to the specified standards and
timelines.

3. Hard FM Package: A third contract is used for providing hard FM services, which include the
maintenance and management of the physical infrastructure. The provider(s) ensures that the
facilities are kept in good condition and that any necessary repairs or upgrades are performed
efficiently.

4. Soft FM and Service Provision Package: A fourth service provider is engaged to provide soft FM
services together with resident support services. The soft FM services will encompass operational
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support functions such as cleaning, landscaping, and waste management. The resident support
service provision will include services to smoothly operate the facilities, keep residents safe and
secure, and integrate with day-to-day living in care (e.g. assistance with cooking and laundry). It
should be noted that residents are encouraged to live as independently as possible, so this package
does not provide catering, laundry services or other living services as such, although staff may assist
where required, as residents perform these tasks. Some parts of this package could be sub-
contracted by the main service provider to other contractors (e.g. for cleaning or landscaping) or
could be delivered directly by the service provider.

Facility ownership will have an impact on which agency(ies) may be best placed to take responsibility for
managing the procurement process for each of the different packages.

MSD-DSS has signed a Letter of Intent (LOI) with Crown Infrastructure Delivery, and they will provide
expertise and support in the procurement and/or delivery of RIDSAS facilities. The procurement strategy will
be developed with CID as part of the DBCs.

Currently, RIDSAS facilities do not have consistent ownership. In some cases, RIDSAS facilities are owned by
current RIDSAS service providers or rented by service providers from the private residential market. A smaller
proportion are owned by Kainga Ora and leased by RIDSAS service providers.

MSD-DSS considers that it makes the most sense for the government to own — or otherwise control — the
physical assets for the HCF. Discussions are ongoing with Kainga Ora and other agencies about who is best
placed to own these facilities in the long term, and initial conversations with NIFF have commenced about
potential alternative ownership methods. These need to be resolved and will be explored further in the
detailed business case for this tranche.

What considerations have been given to programme governance and delivery? What risks remain?

The HCF programme has established governance protocols. Governance of the HCF Programme is a joint-
agency responsibility, as reflected in the presence of the Joint Agency Governance Group (JAGG) with
representation across MSD-DSS, the Ministry of Health, Health New Zealand (HNZ), the Department of
Corrections, and Crown Infrastructure Delivery Limited. Following the Gate 0 review, MSD-DSS engaged
Crown Infrastructure Delivery to lend its infrastructure expertise to the programme. A CID programme
director was appointed to support the SRO, and the JAGG was reconstituted to ensure that key cross-agency
accountabilities and decision-making are covered. This sought to achieve better alignment between MSD-
DSS proposals for RIDSAS and HNZ infrastructure planning affecting RIDSS, and brought in the Department
of Corrections to reflect ongoing legal changes impacting how individuals enter the HCF.

MSD is the Ministry ultimately accountable for outcomes and responsible for commissioning and funding
HCF services; it is not the entity delivering the care services or providing the facilities. HCF facilities are
contracted by MSD through Health New Zealand (RIDSS) and NGO community providers (RIDSAS).
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Figure 4: Programme and Governance Structure

JAGG is primarily responsible for steering this multi-year programme of work across agencies, and
managing any issues and risks in the delivery of services. This includes governance of this investment in
RIDSS and RIDSAS facilities. The JAGG formalises existing cross agency work progressed through the
relationships held between leaders in the agencies.

The purpose of the JAGG is to govern the HCF Programme across agencies (MSD and MoH), coordinate
agencies that have roles in delivering the HCF, and act as an escalation point for issues and risks.

The JAGG formalises cross-agency governance of the HCF programme with the MoH and is responsible for
driving, monitoring and reviewing progress against the strategic plan.

Programme delivery is more challenging. MSD does not have significant experience delivering capital
programmes. Crown Infrastructure Delivery (CID) has been engaged to support MSD in the delivery of the
RIDSAS facilities. CID has experience supporting the delivery of infrastructure projects for government
agencies without core capital delivery capability and experience integrating with project teams that have
limited internal capability to manage risk, finances, and reporting. Health New Zealand is best placed to lead
the delivery of new RIDSS infrastructure.

While the overall direction for delivery of this investment is clear, some key risks remain. MSD is fully aware
that, prior to lodging a DBC for Tranche 1, prioritisation through the renewed JAGG and gaining a clearer
understanding of responsibilities across this programme’s capital delivery governance, management, and
ownership. Should this PBC be approved, work will continue at pace to land the key delivery relationships
needed to deliver this important investment for this high-needs, high-complexity population.
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2. Strategic Case

2.1 Strategic Context

This section provides an overview of the Disability Support Services group within the Ministry of Social
Development (DSS-MSD) in relation to the operation of the High and Complex Framework (HCF) alongside
other relevant stakeholders and makes the case for investment. Further detail on the HCF and its operation
can be found in Appendix A.

2.1.1 Background to the Investment

The High and Complex Framework (HCF) gives effect to the Criminal Procedure (Mentally Impaired
Persons) Act 2003 (CP (MIP)) and the Intellectual Disability (Compulsory Care and Rehabilitation) Act
2003. It is a diversionary pathway for offenders with intellectual disability’who cannot be accommodated in
standard correctional facilities. The HCF also cares for a civil population of individuals who, while continuing
to receive support within the Framework, are no longer under any legal restrictions and are in a process of
transferring back to mainstream services. These individuals are referred to as ‘Civil Clients'. For the purposes
of this Programme Business Case (PBC), the term ‘HCF clients’ is used to refer to Care Recipients and Civil
Clients collectively.

Clients in the HCF are accommodated either in secure hospital facilities called Regional Intellectual
Disability Secure Services (RIDSS) or in secure facilities (effectively retrofitted houses) in the community
called Regional Intellectually Disabled Secure Accommodation Services (RIDSAS).

RIDSS are operated by Health New Zealand (HNZ) within hospital sites, and RIDSAS are operated by a range
of non-governmental organisations (NGOs) on behalf of MSD. Responsibility for commissioning HCF
services passed to the DSS business group of MSD in 2024.

Care under the HCF is not intended to be permanent; clients transition from RIDSS to RIDSAS, eventually
returning to the community if appropriate (see Figure 5).

Figure 5: Transitioning through the HCF

The HCF population is small (see Figure 5). Since 2012, there has been an annual average of 294 people
receiving care under the HCF, as of July 2025, 208 people were being cared for under it. This decrease is
related to policy changes restricting new Civil Users from entering the framework, rather than a reduction in
demand from secure and supervised clients.

A snapshot of services, their scale and geographical location is set out in Figures 6 and 7.

1 A detailed description of the criteria for entry can be found in the Intellectual Disability (Compulsory Care and
Rehabilitation) Act 2003, s.7
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Figure 6: Overview of the HCF Population

Figure 7: RIDSS facilities by region
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e Joint MSD and MoH: Under a 2025 Memorandum of Understanding, they are both responsible for
responding to the Ombudsman’s findings.

e Health NZ (HNZ) provides forensic secure hospital-level beds (RIDDS) for intellectually disabled
people (contracted with MSD-DSS), while also responsible for forensic mental health unit service
provision, staffing and operations.

e Other organisations have responsibility for monitoring the HCF, including the Ombudsman and
Children’s Commissioner, who have monitoring responsibilities under the United Nations Operational
Protocol to the Convention Against Torture (OPCAT), which covers places of detention.

¢ Whaikaha, the Ministry for Disabled People is the system steward for disability issues across and
beyond government, and is responsible for providing strategic policy advice, advocacy, and
monitoring across all agencies on policy related to disabled people.

Further to this, there are several elements of the Crown related to the delivery of the infrastructure and
services outlined in this PBC:

e  Crown Infrastructure Delivery Limited (CID) is a schedule 4a Company focused on improving
infrastructure delivery outcomes for the Crown. MSD-DSS has chosen CID as its partner to develop
the PBC, subsequent DBCs, and deliver infrastructure investments outlined in each. Further details of
this partnership are set out in the Commercial and Management cases of this PBC.

e Oranga Tamariki and The Department of Corrections: may also share clients within the HCF, i.e.
some clients may move between Corrections facilities and forensic care.

e The Courts (as administered under the Ministry of Justice): Make sentencing decisions and
referrals to the HCF for those who are found unfit to stand trial or convicted of an imprisonable
offence.

e Kainga Ora: Supports NGOs through the provision of houses for residential accommodation services
via its Community Group Housing portfolio. These houses are either rented or leased to NGOs that
are responsible for service delivery.

2.1.3 Strategic Alignment

This investment will support MSD, MoH and other agencies to meet their legislative requirements, address
the deficiencies outlined in the Ombudsman’s report and uphold the HCF vision and any related actions set
out in the Operational Strategy and Strategic Statement.

Alignment to existing strategies, priorities, and legislation is set out in Appendix B.

Sector and Operational Strategy Alignment

Health Sector and Disability Sector Visions

Investment in facilities across the HCF is critical to achieving the New Zealand Health Strategy’s vision of
pae ora, which is underpinned by the goal to “achieve health equity for our diverse communities, and

especially for Maori, Pacific, disabled and other groups who currently have poorer outcomes”.2

Current HCF facilities are not configured to be inclusive and supportive to all demographics, are unable to
provide the level of security necessary to mitigate risk of harm, and do not enable people to consistently
receive the level of support needed as they transition through the framework. Investment in HCF facilities will
enable MSD to better uplift and support this wider health vision by creating fit for purpose, therapeutic, and
safe facilities that cater to the needs of their population demographics in the most appropriate places.

2 Ministry of Health, New Zealand Health Strategy, accessed 8 September 2025, https://www.health.govt.nz/strategies-
initiatives/health-strategies/new-zealand-health-strategy
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74 The government should
prioritise and accelerate work
to minimise and eliminate
solitary confinement in all care
settings as soon as
practicable, with an emphasis
on person-centred and
culturally appropriate
approaches to reduce the use
of solitary confinement safely.

75 All State and faith-based
entities providing direct or
indirect care to children, young
people and adults should
review physical building and
design features to identify and
address elements that may
place children, young people
and adults in care at risk of
abuse and neglect.

79 The government and all The preferred way forward for this PBC
relevant decision-makers seeks to ensure that clients are cared
should review existing policy, for in locations accessible to family and
standards, and practice to whanau.

ensure that all involuntary care
placements are suitable and
support connection to whanau
and community. This includes
placements being located as
close as reasonably practicable
to the family or whanau of the
children, young person or adult
in care.

This investment will support agencies to deliver on wider strategic priorities and to adhere to legislative
responsibilities.

There are also other existing strategies and legislation informing, and informed by, the outcomes and
benefits of investment in the HCF. Appendix BB provides a comprehensive view of this strategic environment
and its relevance to this proposed investment.
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2.2 The Need for Investment

Investment Logic Mapping (ILM) workshops were conducted by an accredited facilitator in November 2023
and January 2024 with key stakeholders representing Whaikaha?, Health New Zealand, Kainga Ora, and the
operational arms of the RIDSS and RIDSAS providers. These workshops crystallised the purpose of this
investment and clearly articulated the problems and benefits that an infrastructure response for HCF
facilities is designed to address. Two infrastructure driven problem statements were agreed upon, along with
3 key benefit areas as shown in the Investment Logic Map diagram below.

The PBC focuses on addressing infrastructure-driven deficiencies in the system. Following feedback at the
Gate 0 review, the Model of Care has been reviewed alongside the development of this PBC, and any updates
will be incorporated in future DBCs (see Management Case for more detail on responses to Gate 0
recommendations). MSD-DSS is undertaking separate workstreams to address contracting, workforce
attraction, and cultural challenges. DBCs for tranches of facilities — which will result should the PBC be
approved — will focus on site specific requirements, model of care implementation, and workforce
challenges specific to each site or region.

7 Note that the ILM was conducted when Whaikaha commissioned all disability support services. This responsibility has
now shifted to MSD and the problem statements and benefits remain unchanged.
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Figure 9: Investment Logic Map?

8 Note that the ILM was conducted when Whaikaha commissioned all disability support services. This responsibility has
now shifted to MSD and the problem statements and benefits remain unchanged.
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The relationship with Health New Zealand is crucial to the success of this investment, given RIDSS facilities
are on hospital sites and therefore any development must align with infrastructure and investment master
planning processes. Partnership with Health New Zealand is an enabler to the success of this programme,
and as such, representatives have been involved at each stage of the development of this PBC, to provide
input into the needs, feasibility and viability of RIDSS investment options. It will be essential for the ongoing
partnership to continue through both the development and delivery of Detailed Business Cases (DBCs), and
Health New Zealand's representation on programme governance.

Understanding Required Capacity

The HCF system is dynamic, and the number of people receiving care under the HCF changes day to day
depending on the nature of the cohort living under the HCF and their transitions into and out of services.
Additionally, a lack of facility flexibility to accommodate different client cohorts and demographics leads to
closing off beds and creates challenges in identifying the capacity required to support HCF clients. Given
these challenges, the relatively small size of the HCF population (200-300 people) means standard demand
modelling and forecasting methods are not applicable.

As such, the Options Development process outlined in this Business Case was predicated on the RIDSS
Capacity Plan / Forecast outlined in the HCF Operational Strategy. The Capacity Plan / Forecast projections
were informed by population-based benchmarking that considered the following:

e Client cohort characteristics

e Historic and planned use of beds across the region

e Understanding of critical capacity challenges (e.g. closing beds, inappropriate accommodation in
wider forensic services) and cohort management practices

¢ Known challenges transitioning clients through the HCF system

e Supporting provision of care close to home and acknowledging the value of connection with whanau

These forecasts have therefore been used as a baseline to develop options and deliver sufficient flexible
capacity throughout the HCF system.
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3. Economic Case

3.1 Introduction

This Economic Case defines and assesses a longlist of options for nationwide investment in RIDSS
Assessment, RIDSS secure, Stepdown and RIDSAS secure capacity that are designed to address the
problems articulated in the Strategic Case. These options were assessed against the defined Investment
Objectives and Critical Success Factors (CSFs) to identify Preferred Way(s) Forward that meet the needs of
people living under the HCF and optimise value for money.

3.2 Scope

The scope of this Economic Case considers capital investment in RIDSS and secure RIDSAS facilities, either
through the provision of purpose-built facilities or through refurbishment and renovation of existing facilities.
Further scope details and assumptions are described below:

e AllRIDSS services will be provided from a hospital site. This enables clients to receive specialised,
holistic, and integrated care to address their needs (particularly where there may be comorbidities)
in an environment that is more secure than can be achieved in a community setting.

e The focus of this business case is on RIDSS and secure RIDSAS facilities. Supervised RIDSAS
facilities have not been considered within the scope of this Economic Case. Supervised RIDSAS
facilities do not typically require the same level of environmental security features as secure RIDSAS
or RIDSS facilities. This means that providers can more easily access the needed facilities on the
property (rental) market; they do not require support to design, build, or access these facilities, and
no shortage exists at this time. As such, supervised RIDSAS facilities have been excluded from
capital investment consideration.

e Only secure RIDSAS facilities that have been assessed as suitable for retention, refurbishment to
meet the SSM, or replacement on the existing site should be considered for new investment.

3.2.1 RIDSS Bed Capacity Plan

There are existing and forecast bed shortages across the network. The options in this Economic Case are
based on meeting, to a greater or lesser extent, that demand, and reflect the forecasts completed by the
Ministry of Health and updated by Whaikaha'" which were included in the HCF Operational Strategy. These
projections have been informed by population-based benchmarking that builds on the Forensic Bed Capacity
Plan drafted by Sapere in 2021'? and considers:

e Client cohort characteristics

e Historic and planned use of beds across the region

e Understanding of critical capacity challenges (e.g. bed blocking, inappropriate accommodation in
wider forensic services) and cohort management practices

¢ Known challenges transitioning clients throughout the HCF system

11 Note: The forecasts were updated when Whaikaha commissioned DSS and this responsibility has since shifted to
MSD.

12 While capacity pressures are increasing, the total demand in the system is relatively constant. Capacity projections will
be confirmed in subsequent business cases.
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reasonable condition, apart from Ward 10 at Dunedin Hospital. While investment in Dunedin would support
an improved experience for Care Recipients in the region, it does not address the challenges associated with
being unable to transition people through the HCF by utilising Stepdown capacity to release hospital level
Secure capacity. Furthermore, upgrading existing facilities is unlikely to achieve the desired outcomes as the
ability to address challenges associated with a facility that has not been purpose built by renovating or
retrofitting is limited. For example, structural and spatial considerations may impede the ability to address
line of sight challenges.

Under Strategic Option 2 (RIDSAS, 2Ci), investment is focused on building new RIDSAS facilities that are fit-
for-purpose, robust and home-like, in locations that best support the rehabilitative journey for the largest
number of people. Figure 12 illustrates how the components within each domain combined to form Strategic
Option 2.

Figure 12: Strategic Option 2 (RIDSAS)

Strategic Option 2 was selected because many existing RIDSAS facilities are not fit-for-purpose, meaning
they do not meet the SSM, and do not reflect a homelike, therapeutic environment. This option would see the
development of new, fit-for-purpose RIDSAS facilities in key locations to better support the rehabilitative
journey for the largest number of people. In addition, existing RIDSAS facilities that can be refurbished would
receive investment to better meet quality expectations and reflect a homelike environment. Refurbishing
existing facilities will help to balance resource constraints while building new facilities where feasible.
Finally, establishing RIDSAS facilities in every region will support HCF clients to move from hospital-based
RIDSS care to community-based RIDSAS care, allowing capacity to flow through the system and further
supporting the rehabilitative journey for the largest number of people.

The majority of RIDSAS facilities are in poor condition, and this means it is not possible to focus investment
on only those facilities below a defined level of quality (2Bi and 2Bii), as the remaining RIDSAS facilities that
are assessed as slightly above this defined level of quality will continue to provide care from facilities that
are not fit-for-purpose. Focusing investment with the intent of making a difference to the largest number of
people without reference to better supporting the rehabilitative journey (2Cii) does not align with the purpose
of the care continuum, which is to support the rehabilitative journey from hospital-based RIDSS care to
community-based RIDSAS care.

3.3.2 Longlist Options Development

Based on the direction described by the preferred Strategic Options, a set of eleven longlist options was
developed for HCF investment in RIDSS and Secure RIDSAS facilities that reflect that strategic approach. The
options reflect different design choices, including decentralisation, centralisation, minimisation of new build
facilities, mixed new build and refurbished facilities, and the maximisation of new build facilities. Options
development also considered whether the option meets the care continuum and/or the RIDSS Bed Capacity
Plan. The design choices are explained in further detail below.
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As options development progressed, the differences between Option 4 and Option 5 were not as significant
in practice as expected. The main differences between Option 4 and Option 5 are that Option 5 delivers an
additional new build RIDSAS facility in the Midlands region, and an additional RIDSAS facility in the Southern
region, while Option 4 delivers two additional Stepdown beds in the Upper Southern region. While Option 5
provides additional RIDSAS capacity, this capacity is not required to support the care continuum, and there is
a sufficient number of end state RIDSAS beds provided under Option 4.

Decentralisation

A set of longlist options was developed according to the principle of decentralisation in which investment is
spread across all HCF regions (Northern, Midlands, Central, Upper Southern and Lower Southern) as
required. In theory, this means HCF clients will have greater local access to HCF care across the care
continuum if adequate capacity is provided. While a decentralised approach aligns with the capacity
requirements outlined in the RIDSS Bed Capacity Plan, spreading capacity across the regions may limit
economies of scale, and, practically, small units are both difficult to staff and deliver. The relatively small
number of people requiring these services places a natural limit on the scale of decentralisation that is
feasible, without significantly undermining efficiencies in staffing, resource, and capacity management
across the North and South Islands.

In decentralised options, investment in Secure RIDSS and RIDSAS facilities is spread across all regions.
However, the form of investment (refurbishment or replacement with a new facility) depends on the focus of
the option, and the capacity provided depends on whether the option is focused on meeting the care
continuum and/or the RIDSS Bed Capacity Plan requirements. For example, while both options are focused
on investment in each region as required, Option 3 is focused on meeting Secure capacity requirements,
whereas Option 4 is focused on meeting the care continuum.

Centralisation

A set of longlist options was developed according to the principle of RIDSS centralisation, which
concentrates capacity in specific regions in the North and South Islands, as seen in Figure 13. This approach
aims to provide greater efficiencies in staffing, resource, and capacity management for a future-proofed
network. However, centralisation may also mean that clients and whanau have to travel further and more
frequently either to access HCF services or to visit family members in HCF facilities located outside of their
home region. This issue could be addressed through increased travel and accommodation allowances which

Figure 13: Impact of Centralisation in the North and South Islands
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could prove to be more efficient than providing more in-region capacity, particularly given the relatively small
number of clients.

For example, Option 7 is focused on building new RIDSS Secure facilities in the Northern region and Lower
Southern region. This means Midlands Secure RIDSS clients would have to travel to Auckland (Northern
region) and Upper Southern Secure RIDSS clients would have to travel to Dunedin (Lower Southern region) to
receive care. The centralisation of Secure RIDSS facilities aims to enable greater efficiencies in capacity
management and a future-proofed network.

In centralisation options, an option might not meet the RIDSS Bed Capacity Plan in every region, but sufficient
capacity will be provided across the network overall. For example, in Option 7, there is no investment in
Midlands RIDSS capacity, and the existing facility does not continue to be used for Secure service delivery.
The additional capacity required by the RIDSS Bed Capacity Plan in the Midlands region is provided by
investment in Northern RIDSS capacity, and the Northern facility has enough capacity to deliver Secure
services and ‘replace’ the capacity provided by the existing Midlands facility that is retained but does not
continue to be used for Secure HCF purposes.

Within the suite of centralised options, the form of investment (refurbishment of existing facilities versus
building new facilities) and the extent of investment (the number of facilities receiving investment) vary. Like
the decentralised options, this depends on whether the option is focused on meeting the care continuum
and/or the RIDSS additional capacity requirements according to the Bed Capacity Plan. For example, Option
8 focuses on RIDSS centralisation in the North and South Islands. While this investment strategy has
similarities to the RIDSS centralisation in Option 7, Option 8 focuses on minimising the number of new
facilities built to achieve centralisation. This means that in the Lower Southern region, the existing 3-bed
RIDSS facility (Ward 10A) is refurbished to increase RIDSS capacity in the Southern region. However, in
Option 7, a new 14-bed facility is built in the Lower Southern region to replace the existing RIDSS facility.

Minimise New Build

A set of longlist options was developed to minimise the number of new build facilities, which means there is

a larger focus on refurbishing existing facilities. For example, Option 2 is focused on making the best use of

existing facilities where possible or redeveloping existing sites where the land is owned by the Crown. In this

option, the Ward 10A RIDSS facility is refurbished, and the vacated mental health capacity is used to increase
the number of RIDSS beds.

Meeting the Care Continuum

A set of longlist options was developed to meet the HCF care continuum. Meeting the care continuum
means that RIDSS Assessment, RIDSS Secure, Stepdown and RIDSAS Secure capacity is provided in every
region. Providing capacity across the continuum allows HCF clients to transition from high security
environments to community care and supports the provision of the least restrictive care. The capacity
provided by the longlist options was also developed to be flexible to the needs of the youth cohort.

Meeting the RIDSS Bed Capacity Plan

Options development has been guided by the RIDSS Bed Capacity Plan from the HCF Operational Strategy.
While options have been developed to provide additional capacity according to the plan, options that focus
on minimising the investment required to meet critical concerns do not meet the RIDSS Bed Capacity Plan.

3.3.3 Key Features of the Longlist Options

An overview of the key features of, and capacity provided by, the longlist options is provided in Table 17
below. The table describes RIDSS and RIDSAS facility intervention in each option according to the following
criteria:
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¢ Retention of Existing RIDSS/RIDSAS Facility with no investment: Many existing RIDSS and/or
RIDSAS facilities are retained for use with no investment. While this is not a change to the status
quo, it is not assumed that every existing facility continues to be used to provide HCF services. If an
existing RIDSS/RIDSAS facility is not mentioned in the table, the facility is not retained to deliver
Secure RIDSS and RIDSAS services and is used for other purposes.

¢ Provision of New Build Facility: The table outlines when a new, fit-for-purpose RIDSS and/or RIDSAS
facilities is constructed. These new facilities either replace existing capacity with the aim of
providing better quality facilities or provide additional new capacity. When an existing facility’s
capacity is ‘replaced’, the existing facility does not continue to provide Secure HCF services, but can
still be used for other purposes.

¢ Refurbishment of Existing Facility: The table outlines when an existing RIDSS or RIDSAS facility is
refurbished to meet Secure service expectations.

According to this criterion, the table provides a summary of:

e Purpose of the Option: What the Option was developed to achieve in terms of meeting the care
continuum, meeting the RIDSS Bed Capacity Plan, decentralisation, centralisation, or to minimise or
maximise new builds.

¢ Investment provided by Facility: Whether the option retains, refurbishes, or replaces an existing
RIDSS/RIDSAS facility with a new build (on the existing site or a new site), or whether it provides
additional capacity on a new site through a new build facility.

¢ Total End State Beds: The total number of end state RIDSS and RIDSAS beds provided by the option,
including beds that do not receive investment under the given option but are retained for
RIDSS/RIDSAS use.

A more detailed version of this table is provided in Appendix G, and detailed one-page overviews of each
longlist option are provided in Appendix H.
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currently borrowed from Forensic Mental Health which will no longer be available for HCF use in the
near future.

e Refurbishes existing RIDSAS facilities in Northern and Southern regions to meet the SSM: Option 1
refurbishes the $9(2)(©) RIDSAS facility (Northern region) and the $9(2)() ,89@
, and $9(2)(©) RIDSAS facilities (Southern region) to meet the SSM. This will ©
increase the quality of RIDSAS facilities in these regions, supporting staff to provide higher quality
and safer care.

e Provides new build RIDSAS facilities in the Northern and Central regions: Option 1 provides new 5-
bed RIDSAS facilities in the Northern and Central regions. In the Central region, the new facility
replaces the existingS9(2)(C)  RIDSAS capacity which has issues that cannot be remediated
through refurbishment.

The Do Minimum does not address the following long-term network concerns:

¢ Remedy the unacceptable condition of Dunedin’s Ward 10A (RIDSS facility)'”: Option 1 retains Ward
10A for RIDSS use with no investment. Ward 10A is in unacceptable condition and requires
significant refurbishment (minimum acceptable solution) or replacement (acceptable long-term
solution) to meet RIDSS quality expectations. The ward lacks the required layout to separate HCF
clients (creating significant safety concerns), lacks natural light, and has no separate communal
areas. Option 1 retains Ward 10A with the assumption that planned refurbishments outside the
scope of this PBC will proceed.

¢ Remedy the unacceptable condition of Midland’s existing RIDSS facility: The Midlands RIDSS
facility requires refurbishment to meet quality expectations. The existing facility lacks appropriate
spaces to manage complex cohorts and support the provision of the least restrictive environments.

e Provide additional (new) capacity to meet the RIDSS Bed Capacity Plan: Option 1 does not meet the
capacity requirements outlined in the Bed Capacity Plan in any region that requires additional
capacity (Northern, Midlands, and Southern regions).

o Refurbish all retained RIDSAS facilities to meet the SSM: Option 1 retains two RIDSAS facilities ($9(2
and the 9(2)(€) replacement) for ongoing use with no investment. This
means these RIDSAS facilities will not meet the SSM, and RIDSAS facility quality will vary across the
country, providing an inconsistent standard of care and security and putting RIDSAS clients and staff
at unnecessary risk.

3.4 Longlist Options Assessment

A series of workshops was held in April and May 2024 to assess the longlist options against the Investment
Objectives and CSFs. These workshops included key stakeholders from Whaikaha.® External stakeholders
also provided written commentary on, and an assessment of, the longlist options.

A three-stage qualitative assessment was used to assess the longlist options and included:
¢ Investment Objective Assessment: This stage acts as a gate to test whether each option can deliver
on the objectives of the business case.

e CSF Stage 1 Assessment: To assess which option is expected to achieve or contribute to each of
the respective Stage 1 CSFs. This assessment is used to select an options shortlist.

e CSF Stage 2 Assessment: This Stage 2 Assessment is used to select a Preferred Way(s) Forward
from the options shortlist based on the following criteria: Time, Service Continuity, and Affordability.

17 The unacceptable condition of Ward 10A is not remedied by, and the infrastructure is unrelated to, the Dunedin
Hospital Rebuild.

18 Note that when this workshop was held, Whaikaha was responsible for commissioning disability support services and
this responsibility has now transferred to MSD.
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ranking options in the Stage 1 CSF Assessment, and Option 1 was carried forward for assessment as the Do
Minimum.

A full breakdown of the assessment rationale is provided in Appendix J, and the rationale supporting a
“Good” or “Very Good” rating for those options carried forward is summarised below:

e Option 4 received a “Very Good" rating for CSF 1 because it focuses on new build facilities, and
Option 7 received a “Good” rating because it includes a high proportion of new build facilities.

e Option 7 received a “Good"” rating for CSF 3 because of its centralised approach, which allows for
greater workforce efficiencies, and focus on new build facilities, which are more likely to support
staff safety than refurbished facilities.

e Option 4 received a “Very Good" rating for CSF 4 because it focuses on new build facilities, which
can be purpose-built to support cohort flexibility, and refurbishments that will meet the security
features of the SSM and support cohort separation. Option 7 received a “Good" rating for CSF 4 for
similar reasons but to a lesser extent than Option 4.

e Options 4 and 7 received a “Good"” rating for CSF 5 because they both meet the RIDSS Bed Capacity
Plan either in every region (Option 4) or every centralised region (Option 7). The centralised approach
of Option 7 also allows for greater flexibility and efficiencies compared to the decentralised
approach of Option 4.

All options received a “Poor” rating for CSF 2 due to recent changes in the sector and significant funding and
workforce challenges, which limit the sector’s capability to deliver on the proposed changes.

3.5 Shortlist Options: Capacity Provided, Benefits, Programming
and WOLC

The sections below provide a detailed overview of the Shortlist Options: Option 1, Option 4, and Option 7 to
inform the Stage 2 CSF Assessment.

63 | DRAFT

72vh7ewzmz 2026-05-19 11:19:19



























IN CONFIDENCE

3.5.4 Shortlist Options — Programming

A series of workshops was held in August 2024 with representatives from Klein (specialist architects and
designers for healthcare facilities), Rider Levitt Bucknall (quantity surveyors) and Whaikaha to understand
the programming requirements for the shortlist options. For this PBC stage, a set of simplifying assumptions
was used to develop the programmes:

e Delivering RIDSAS investments before RIDSS investments will improve efficiency of existing RIDSS
e Design efficiencies may be gained following completion of initial refurbishment/new build design
e Design periods do not allow for lengthy approvals processes

¢ Minimum design standards are developed prior to design period

e Decanting detail will be included in later business cases and will not delay the design and build
timeframes

¢ No facility demolition required unless specifically mentioned

e Facilities that are retained but no longer used for secure services are used for other purposes
(agency/NGO decision)

e Land is already acquired, ready for design and build phases to commence.
Based on these assumptions, the following three approaches for options programming were developed:

e Approach One: Regional investment is prioritised by population demand and existing facility
condition to ensure critical concerns are addressed first. For example, there is a critical need to
increase the number of Secure and Stepdown beds in the Northern region. Based on this need, the
Northern region is always the priority for investment under this approach. Refer to Figure 19, Figure
20, and Figure 21 below for more information and an overview of programming for Option 1, Option
4, and Option 7.

e Approach Two: All RIDSS facility investment occurs before RIDSAS investment. This approach
delivers RIDSS investment prior to RIDSAS investment. Refer to Appendix O for more details.

e Approach Three: Virtually all RIDSAS facility investment occurs before RIDSS investment. This
approach recognises that because all RIDSS investment occurs on hospital sites, it is likely that the
design and build process for RIDSAS will be more efficient than RIDSS investment. It is also
assumed that delivering RIDSAS investment before RIDSS investments will improve the efficiency of
existing RIDSS facilities. Refer to Appendix P for more details.

In discussions with Whaikaha about the feasibility of each approach, it became apparent that the only
credible approach is Approach One: Prioritise by Population Demand (Hybrid) (referred to as “Programming
Approach One: Hybrid"). Approaches that rigidly prioritise investment in one facility type or another do not
support the realities of demand and system management for this population. The preferred approach takes a
system approach and balances the need to address critical quality and capacity issues with overall demand
and clinical flows. The hybrid approach also allows for the most efficient use of the system - balancing the
delivery of new capacity in RIDSS with the supply of enough step-down care to allow for smooth functioning
of the network.

A summary of when new RIDSS capacity is delivered in each Shortlist Option to meet the RIDSS Bed Capacity
Plan additional capacity requirements according to Programming Approach One: Hybrid is provided in Table
31 below. Please note that the new capacity provided (i.e. to support the care continuum) but that is not
required by the RIDSS Bed Capacity Plan, is not shown in the figure below.
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Figure 21: Option 7 Programming, Prioritise by Population Demand (Hybrid)
s9(2)())
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3.5.5 Shortlist Options — Capital Costs

Capital Costs - Facility Design and Construction

A summary of the estimated hybrid priority capital costs (real, nominal, and present value) for each Shortlist Option is provided in Table 33 and Table 34 below. The capital
costs include the design and construction/refurbishment of RIDSS and RIDSAS facilities and exclude the cost of demolition and of acquiring RIDSAS land. The Present
Value (PV) was calculated applying a real discount rate of 2.0% (FY25).'° Refer to Appendix Q for the Quantity Surveyor (RLB) estimates and assumptions to date and
Appendix R for the Klein Design Report.

Overall, Option 1 has the lowest capital cost of all the Shortlist Options and Option 7 has the highest capital cost across the real, nominal and PV analysis.

19 The Treasury, Discount Rates, accessed 3 December 2024 via https://www.treasury.govt.nz/information-and-services/state-sector-leadership/guidance/reporting-financial/discount-rates
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Land Acquisition Costs

The capital costs provided in Table 31 outline the cost of RIDSS and RIDSAS facility design and construction,
and exclude the cost of RIDSAS land acquisition. While new RIDSS facilities will be built on existing Crown
owned land, the construction of new RIDSAS facilities may require the acquisition of new land. Depending on
the Preferred Option and commercial approach selected, the Crown may decide to purchase existing RIDSAS
sites from either the provider (if the RIDSAS facility is provider owned) or landowner (if the RIDSAS provider
leases/rents the facility from a third-party) where the facilities are due for refurbishment or replacement and
are not already Crown owned.

It would cost an estimated $9.59m to purchase the existing RIDSAS facilities that are not currently owned by
the Crown based on the most recent capital value available. In addition, purchasing sites for new RIDSAS
facilities is estimated to cost between $600k and $1.5m per property (depending on region) based on land
value in existing RIDSAS locations, required RIDSAS site sizes and minimum council lot sizes (depending on
the relevant local authority). Appendix V outlines the estimated cost to purchase existing RIDSAS facilities
that are not currently owned by the Crown based on the most recent capital value available. For existing
RIDSAS sites, the capital cost to purchase the site includes both land and improvement value.

Refer to Appendix V for the full list of assumptions used to estimate the existing RIDSAS and RIDSAS land
acquisition costs for each region.

This Economic Case assumes that only those RIDSAS facilities and sites that receive investment through the
programme will be purchased by the Crown. It is assumed that those RIDSAS facilities and sites that are
retained for secure use with no investment are not purchased by the Crown.

Refer to Appendix R for the real and nominal land acquisition costs by option.
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Capital Costs, including Land Acquisition

A summary of the estimated hybrid priority capital costs (real, nominal and present value) for each Shortlist Option is outlined in Table 35 and Table 36 below and includes
the cost of acquiring RIDSAS land. The PV was calculated applying a real discount rate of 2.0% (FY25).2° Refer to Appendix T for the capital costs by facility (including land

acquisition costs).

Table 36: Capital Costs (Real) - Hybrid Priority (including land acquisition costs

20 The Treasury, Discount Rates, accessed 3 December 2024 via https://www.treasury.govt.nz/information-and-services/state-sector-leadership/guidance/reporting-financial/discount-rates
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3.7 Preferred Way Forward

Based on the analysis conducted in this Economic Case, Option 4 has been recommended as the Preferred
Way Forward as the highest scoring option.

Option 4 provides flexible, robust, safe, and secure RIDSS and RIDSAS facilities that provide a homelike
environment for HCF clients whilst protecting client, staff and public safety and balancing value for money
through a mix of refurbished and new build facilities.

One of the main differences between the shortlisted Option 4 and Option 7 is the choice of service delivery
model, with Option 4 focused on decentralised service delivery and Option 7 focused on centralised service
delivery. While both models have advantages and disadvantages, a decentralised service delivery method is
preferred by DSS as it (i) achieves desired placement outcomes, (ii) ensures clients are close to whanau, and
(iii) provides the care continuum in all regions.

A further benefit of Option 4 is its relatively lower capital and whole of life costs. Under the preferred hybrid
programming approach, Option 7 delivers a larger number of RIDSS/RIDSAS facilities earlier than Option 4,
which makes Option 7 more expensive than Option 4 on a discounted basis. For example, Option 4a (use
existing RIDSAS sites) has a discounted capital cost of $114.33m compared to Option 7a (use existing
RIDSAS sites), which has a higher discounted capital cost of $131.02m. Both Option 4a and 4b have a lower
whole of life cost (§451.07m and $450.95m, respectively) compared to Options 7a and 7b ($534.01m and
$532.10m). This is reflective of Option 4's lower incremental capital cost, operating cost, depreciation, and
capital charge on a real basis (compared to Option 7).

Option 4 addresses the network’s critical capacity and quality issues across all regions through refurbished
or new-build facilities replacing existing beds and providing additional capacity in line with the RIDSS Bed
Capacity Plan. It provides the care continuum in all regions, not just centralised regions (as in Option 7), and
aligns with the decentralised method of care delivery, which better meets the needs of clients and their
families.
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4. Commercial Case

This Commercial Case describes the approach to be taken for the procurement and delivery of the Preferred
Option (Option 4) outlined in the Economic Case.

The Commercial Case describes the:

e Programme characteristics: outlining the programme scope of services, scale, and risks

e Procurement strategy: outlining the procurement criteria, packaging options, ownership scenarios
and responsible parties

e Contract provisions: outlining the forms of contract, contract length, proposed contract clauses,
potential of risk sharing, payment mechanisms and accountancy treatment.

Given the nature of a PBC and the number of agencies involved in delivering services for clients of the HCF,
this Commercial Case considers delivery arrangements at a high level and will need to be confirmed through
subsequent business cases. For this Commercial Case:

e Focus is primarily on Tranche One: to retain flexibility and respond to changes given the early stage
of the programme and ongoing conversations with stakeholders and delivery partners. It is expected
that all tranches will use a similar commercial and procurement approach.

e Focus is primarily on RIDSAS: given that Tranche One focuses on RIDSAS, and given that further
decisions are required on the best approach for RIDSS.

¢ Presenting potential facility ownership and procurement management scenarios: at the time of
writing the PBC, neither the final ownership of the RIDSAS facilities nor the agency that will manage
the capital delivery activities is finalised, and this will be resolved through subsequent business
cases. As such, RIDSAS facility ownership options are discussed, and procurement management
scenarios are presented with advantages and disadvantages.

In October 2024, MSD signed a services agreement with Crown Infrastructure Delivery Limited (CID). This
Commercial Case assumes that CID will be delegated the authority to act as principal to the contracts for
Tranche One RIDSAS facilities. CID has extensive commercial and procurement capability and will carry out
procurement in line with its best practice.

4.1 Programme Characteristics

The programme involves the provision of services to design, build, manage and operate RIDSAS and RIDSS
facilities as outlined in the Economic Case for the Preferred Option, Option 4. The initial focus of this
programme is on Tranche One, relating to RIDSAS facilities in the Northern and Central regions.

As outlined in the Strategic Case, RIDSAS services relate to community level support and supervised care for
HCF intellectually disabled individuals in specialised residential facilities. Often these facilities have higher
levels of security and safety provisions in place to keep residents, staff and the public safe. Historically,
RIDSAS facilities have been owned and operated by contracted private and non-government providers, with
some facilities owned by Kainga Ora and leased to providers. The intent is for future RIDSAS facilities to be
Crown-owned, although provision of operational care and facility management services will continue to be
delivered by private and non-government providers.

RIDSS services relate to secure hospital level care for HCF intellectually disabled individuals, and the
facilities and services are normally delivered by Health New Zealand. No RIDSS facilities receive investment
under Tranche One, and therefore, RIDSS services are not covered in detail in this Commercial Case.

Key programme characteristics, including high level scope, are outlined in Figure 22.
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presented in Figure 23, with each different colour representing a single procurement package. For example,
Option 1 consists of five separate procurement packages, whereas Option 2 consists of one single
procurement package.

Figure 23: Six Packaging Options
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The preferred option is Option 3. Option 3 enables each package to be delivered with appropriately
specialised expertise and service quality standards, while also appropriately supporting care provision for
people living in the HCF.

CID will act for MSD and be the principal to RIDSAS contracts for Design, Build, Hard FM and potentially Soft
FM. CID would contract on MSD’s behalf with the specialist suppliers required, such as architects for design
and main contractors for construction. CID is not well placed to manage the delivery of commissioned
services, and given the specialist nature of this service, it would not be appropriate. Delivery of HCF services
would remain the purview of MSD, through the established relationships with Health New Zealand and NGO
HCF service providers.

How projects are packaged is closely linked to the market’s ability to deliver. As these are highly bespoke
facilities, further research will be undertaken as part of the DBC to ensure that packaging options remain
appropriate, with consideration given to value for money, administrative burden, and risk allocation.

4.2.3 Facility Ownership

Facility ownership will have an impact on which agency(ies) may be best placed to take responsibility for
managing the procurement process for each of the different packages (as discussed in Section 4.2.4).

Private Sector Ownership (Status Quo)

Currently, RIDSAS facilities do not have consistent ownership. In some cases, RIDSAS facilities are owned by
current RIDSAS service providers or rented by service providers from the private residential market. A smaller
proportion is owned by Kainga Ora and leased by RIDSAS service providers.

The current fragmented system is unsustainable. Early engagement with National Infrastructure Funding and
Finance Co. highlighted the potential for consolidating RIDSAS ownership to a single private sector provider.

However, MSD considers that it makes the most sense for the government to own - or otherwise control -
the physical assets for the HCF. Continued control of the facilities by the HCF service providers:

e Risks ‘lock in’ to a single provider who owns or has possession of the HCF facilities (unless
alternative suitable properties and service providers can be found and the residents moved)

e Does not provide long-term asset retention security and access to specialised facilities required by
the HCF

e Does not provide the flexibility, access, and facility standards required to maintain high quality
service delivery to the HCF

e Is unlikely to meet the future objectives of the HCF.

Crown RIDSAS Ownership

To preserve flexibility and optionality, MSD considers that the new or refurbished, bespoke RIDSAS facilities
are best owned by or leased by the Crown. MSD has not historically owned facilities and as such may not be
the most suitable government agency to own the RIDSAS facilities on behalf of the Crown. Other government
agencies, with experience in residential or facility asset ownership, may be more suitable for this role.

The most suitable candidate for RIDSAS ownership will be evaluated further in the DBC.

4.2.4 Procurement Management Responsibility

In line with the roles and responsibilities set out in Treasury Circular 25/11 — The Crown Infrastructure
Delivery Mandate, MSD will delegate authority to CID to lead procurement for Tranche One RIDSAS
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facilities.?* CID will act as principal to the construction contracts associated with this investment. CID is an
agency with extensive commercial and procurement capability and will carry out procurements in line with its
best practice. The lead agency for future services contracts will be determined by the JAGG and set out in
future DBCs.

Future DBCs will consider the appropriate lead for the procurements associated with this investment. MSD
consider that HNZ is best placed to manage and deliver improvements to RIDSS facilities. HNZ's approach to
procurement will be aligned with their organisational policies and will be set out in more detail in future DBCs
for those tranches involving RIDSS improvements.?®

4.2.5 Approach to Market

On the basis of the potential supplier market, the relative value of the procurement, the different types of
services required (refurbishment, new-build) and the complexity of the HCF, it is likely that a blend of
procurement approaches will be needed for this programme:

e New-build RIDSAS and refurbishment of RIDSAS facilities, due to their small scale and highly
specialised nature, may use a closed tender process.

e Services and operating contracts, due to the small number of existing providers and the specific risk
profile of the services involved, may involve direct sourcing using current providers.

The scale and cost of this proposal are likely to make it of limited attractiveness to the open market. Early
supplier engagement is planned to test market interest, understand capability, and inform future
procurement planning.

Subject to approval and to further market assessment, CID proposes to approach the market with an RFP for
capital works and direct sourcing for services.

4.3 Contract Provisions

Suitable contractual arrangements will need to be established with providers. Separate contracts will be
needed for each package relating to design, build, hard FM, and soft FM, together with service provision. In
Tranche One, work will be performed in both the Northern and Central Regions and it is likely that separate
contracts will be required across each of these regions.

CID will partner with MSD to deliver the RIDSAS facilities. CID will manage the contracts with suppliers for
design, build, and hard FM, using standard delivery agreements.

The MSD-CID delivery agreement will set out how CID will provide services, including procuring and engaging
any third-party suppliers required by CID to support the provision of the services for MSD. Before engaging a
third party, CID will obtain MSD’s prior written approval for any estimated costs associated with engaging
such third party.

In engaging a third-party, CID will:

e ensure appropriate due diligence is undertaken, including the identification and management of
conflicts of interest, and that any procurement process is consistent with the Government
Procurement Rules and best practice;

e ensure that the third party is fully aware of the obligations of CID under this Services Agreement and
that any contract for service is on terms consistent with this Services Agreement;

24 Treasury Circular 2024/19: The Crown Infrastructure Delivery Limited Mandate

25 Procurement — Health New Zealand | Te Whatu Ora
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e ensure that any third party carries all appropriate and usual insurances for a consultant in their field
providing services similar to the Services.

4.3.1 Forms of Contract

It is likely that a variety of different contracts (e.g. professional services, construction, etc.) will be required to
deliver the programme of RIDSAS and RIDSS builds. MSD expects New Zealand Standard Form contracts
(e.g. NZS3910: Conditions of Contract for Building and Civil Engineering Construction) will be used as these are
widely understood and used by the industry. Contracts may be amended to encompass circumstances
particular to the works associated with each project, given the specialised nature of the facilities.

4.3.2 Contract Length

The following sections set out the expected contract duration for the contracts associated with each
package of design, build, hard FM, and service provision, together with soft FM services. This Commercial
Case proposes separate, rather than combined, design contracts and build contracts.

Design Contracts

Design contracts for RIDSAS facilities are expected to be approximately 6 months per facility for both
refurbishment and new build design. Design contracts will look to standardise facilities as much as possible
to achieve efficiencies and reduce contract lengths for subsequent new build RIDSAS facilities. Further DBCs
will consider whether approaches such as modular solutions can be designed to save time and processing
fees during consenting processes.

Design contracts for RIDSS facilities are expected to be up to 9 months per facility. This longer duration
(relative to RIDSAS facilities) is to accommodate the more bespoke nature of design required for builds on
existing, operational hospital sites and the more specialised nature of these facilities.

Build Contracts

The contracts for the refurbishment and construction of Tranche One RIDSAS facilities are expected to
commence in October 2027. Construction duration is expected to be completed in June of 2030, providing
an approximate duration of two years and nine months. Noting that each RIDSAS facility refurbishment or
construction is estimated at 12 months in length. Wherever possible, refurbishment and construction
contracts will be bundled to achieve efficiencies and economies of scale, which may be at a regional or
national level.

Hard Facility Management (FM) Contracts

The contract for hard FM for Tranche One should begin in FY30 in the Northern Region and FY31 in the
Central Region, and should be a long contract period, such as 10 years. Each contract should also cover all
RIDSAS in a particular region, noting that existing RIDSAS facilities likely already have existing hard FM
contracts. The long duration and regional coverage enable providers to become familiar with and sensitive to
the specific needs for RIDSAS environments, relating to buildings, systems, residents and security. This long
contract period is consistent with Department of Corrections contracts for correctional facilities, where
familiarity with the specific needs helps hard FM services be delivered consistently, safely and efficiently to
the required standard.
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Service Provision and Soft Facility Management (FM) Contracts

The contract for service provision and soft FM for Tranche One should begin in FY30 in Northern Region and
FY31 in Central Region. The contract length should be 5-10 years. Note that service provision and soft FM
contracts are in place today for existing RIDSAS facilities. No changes are proposed to these providers or
contracts for existing facilities as part of this PBC. Contracts may enable providers to subcontract specific
specialist services where agreed with the contracting government agency.

4.3.3 Proposed Contractual Clauses

Depending on the nature of the contracts, they are likely to include:

e The scope of work/service e Time for completion, including liquidated

e Security (e.g. contractors' bond) damages

e Defects liability, warranties, and guarantees
¢ Intellectual property

e Health and safety, and quality *  Terms of subcontracting

specifications e Payment (including a retentions regime)
e Indemnity e Dispute resolution

¢ Insurances including contract works, public Default

liability, and professional indemnity

e Termination
e Change management (variations)

4.3.4 Potential for Risk Sharing

Early conversations with National Infrastructure Funding and Finance Co have confirmed that the size and
nature of these contracts are not suitable for traditional public private partnership contracts. The structure of
the preferred packaging option (option 3), where there is very little bundling of services, and in particular
design services being separate from build services, also means there is less scope for risk sharing in these
contracts. This makes sense given the specialised nature of the RIDSAS facilities, where needs are very
specific, and service provision requirements are likely to be variable. Service providers may be less receptive
to sharing risk in this specialised and variable environment. This should be looked at further in the DBC to
continue to explore opportunities for risk sharing.

4.3.5 Payment Mechanisms

The payment mechanism will need to be determined by the owning government agencies for each tranche
and facility type. However, potential payment agreements may include:

e Design contracts: monthly payment for services delivered.

¢ Build contracts: payment upon milestone delivery accepted by the contracting government agency.
Some components of payment may be monthly for work completed during the month, with inclusion
of an appropriate retention. This approach is reasonably standard within the construction industry.

e Hard FM contracts: standard monthly payment for routine maintenance schedule, plus additional
fees for required ad-hoc maintenance and services, as well as minor capital works.

e Service provision and soft FM contracts: this will remain consistent with MSD’s current approach,
where payment is made monthly based on an agreed rate per number of beds and number of days
(bed day rate). This will be based on the HCF standard bed day pricing rates. Note that the pricing
rates may need to be modified to reflect the different scenario with future RIDSAS facilities having
Crown ownership as well as the inclusion of soft FM services in the rates.
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4.3.6 Accountancy Treatment

The contractual arrangements are proposed to use standard contracts and not public private partnerships.
As such, no unique accountancy treatment is expected to be required, and instead, it is suggested that the
funding government agencies apply their standard accountancy treatment. The RIDSAS facility assets will sit
on the owning government agency’s balance sheet.
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5. Financial Case

5.1 Introduction

This Financial Case provides an initial assessment of the overall affordability and potential fiscal
implications of investing in the Preferred Option identified in the Economic Case: Option 4 — Care Continuum
through New Build.

An overview of the capital and operating costs of the Preferred Option over a 25-year delivery and operations
period is set out in Table 43. A breakdown of total capital costs by tranche is set out in Table 44, and a
breakdown across financial years is set out in Table 45. Further details on all costs are set out in the
Financial Case.

Table 45: Summary of Incremental Costs for Tranche One

For this PBC, the financial analysis does not constitute a detailed analysis of the funding required. A more
detailed analysis will be performed and presented through formal requests for funding in subsequent

26 Includes Land Acquisition Costs (Scenario One).
27 Includes Depreciation and Capital Charge.
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business cases. These business cases will provide more granularity and certainty over the associated capital
and operating costs.

As the delivery option preferred by MSD and endorsed by JAGG, Option 4 (Care Continuum through New
Build) is the focus of this Financial Case. This reflects the current preference for a decentralised delivery
model. However, the financial analysis for the second ranked overall option and preferred centralised delivery
option, Option 7 (RIDSS Centralisation), is provided in Appendix Y.
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used as the preferred variant in this Financial Case to represent the estimated maximum investment
required. Variation B: Use new RIDSAS sites for new builds is presented as a lower range estimate in Section
5.4.

Summary outputs of the financial model

Based on Cost Variation A, the estimated present value (PV) for the Preferred Option is S9(2)(j)

This figure is based on a 25-year appraisal period between FY27 and FY52. The capital costs
include all costs required to deliver the project, with escalation applied in line with construction estimates.
Operating costs have been escalated per the CPI and LCI rates detailed in Appendix Z.

To determine the PV, all nominal costs have been discounted at a rate of 4.50% per annum to analyse the
actual dollar amounts that will be paid in the future. These rates are consistent with Treasury guidance.?®

Section 5.2.1 of this Financial Case presents the total incremental capital and operating costs of the
Preferred Option. This separately identifies the capital, operating and depreciation costs over the appraisal
period in nominal terms.

These costs will be further refined through subsequent business cases.

28 Sourced from Treasury New Zealand — “Discount Rates and CPI Assumptions for Accounting Valuation Purposes”
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5.2.1 Annual Capital and Operating Requirements (nominal)

101 | DRAFT

72vh7ewzmz 2026-05-19 11:19:19



IN CONFIDENCE

o. . X . . .
ahle 48° ()ntion 4° Anniial ()nerA m Atie to rorinadinn

102 | DRAFT

72vh7ewzmz 2026-05-19 11:19:19




IN CONFIDENCE
5.3 Summary of Preferred Option Component Costs

5.3.1 Capital Costs

Table 50 provides a breakdown of the total capital cost (nominal) of the Preferred Option. Expenditure has
been informed by the quantity surveyor estimates and land acquisition cost estimates, presented at the
facility level.

For a comprehensive breakdown of capital costs for each facility, based on the cost components detailed
above, please refer to Appendix Q. This appendix also highlights the components that are excluded from the
QS capital costs estimates (e.g., demolition costs, resource consenting, and management reserves).

5.3.2 Operating Costs

Incremental bed capacity

Incremental operating costs are associated with the increased number of beds, and the increase in
maintenance costs associated with new facilities.

This PBC presents a capital investment program that includes both the replacement and refurbishment of
existing facilities, as well as the construction of new capacity. New build facilities either replace existing
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5.4 Funding the Preferred Option

The total HCF programme is anticipated to have a capital cost of @0 under Option 4: Care Continuum through New Build. Following approval of this PBC,
subsequent business cases will be developed to draw down the capital required. The first business case will focus on delivering Tranche One and confirming Option 4 as
the preferred approach. Table 53 outlines the capital and operating costs associated with Tranche One only. The cost of delivering the entire programme is shown in Table

54.
The Tranche One capital cost reflects the capital cost associated with a selection of RIDSAS facilities in the Northern and Central regions. For Option 4, the first full year of

operations (FY31) has an incremental operating cost of - reflecting the incremental cost of operating two new facilities providing additional capacity, the
refurbishment of an existing facility, and the replacement of an existing facility with a new build. Option 4 has a total incremental operating cost over 25 years of

89(2)(j) - The total incremental costs for Tranches 2-5 are outlined in Appendix X.

Table 53: Option 4, Tranche One, Total Incremental Costs
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For the purposes of this PBC, it is assumed that the total incremental operating costs of $9(2)0) under
Option 4 (nominal, over 25-years) will be incurred progressively following facility construction. This PBC
proposes a phased approach to funding that will seek capital funding through an initial bid to facilitate initial
land acquisition.

Fiscal implications

The difference in the overall capital cost between the variations of Option 4 is largely driven by land
acquisition optionality and programming differences. While the Financial Case has presented the upper limit
of the Preferred Option capital costs through Variation A: Use existing RIDSAS sites for new builds where
feasible (Option 4A), Table 54 demonstrates the estimated funding range depending on the land acquisition
scenario.

Table 54: Funding Option 4 - Land Acquisition Scenarios
s9(2)()

5.5 Next Steps

Following approval of this PBC, subsequent business cases for the first phases of capital investment in the
programme will be progressed. The subsequent business cases will then further develop detailed capital,
operating, and maintenance costs for the selected Preferred Option, along with a quantitative risk
assessment outlining the cost risks associated with the level of design to which the Preferred Option is
progressed. The cost to develop the subsequent business cases will be funded by MSD and sits outside this
funding request.

Subsequent business cases will explore the feasibility of building new RIDSAS facilities on existing RIDSAS
sites and the viability of purchasing existing sites from RIDSAS providers. Based on this information, the
variants of Option 4 presented in this PBC will likely evolve, resulting in a ‘hybrid’ version of the A and B
variations outlined in this PBC. However, outlining the cost implications of these variants in this PBC allows
the programme to remain flexible before the subsequent business cases explore these options in more
detail.
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6. Management Case

6.1 Introduction

This Management Case describes the arrangements that are and will be put in place for the successful
delivery of the HCF programme.

As the commissioning agency for DSS, including the HCF, this updated PBC assumes that MSD will be the
lead agency for this investment in RIDSS and RIDSAS facilities. MSD’s capital asset delivery function is still
maturing, which reinforces the need for clear governance, delivery support, and assurance arrangements as
part of this business case. MSD-DSS has entered into a services agreement with Crown Infrastructure
Delivery Limited (CID), a Crown-owned company that specialises in infrastructure delivery to support the
delivery of RIDSAS facilities for tranches 1, 3, and 4 of this programme (see section 6.6.2 below for details on
proposed tranches).

This updated PBC outlines the existing programme and project management practices in development, as
aligned with existing MSD and CID management practices and draft programme delivery documentation.
Future Detailed Business Cases for the individual tranches of this investment will be developed by CID (on
MSD’s behalf) for Tranches 1, 3, and 4 (covering RIDSAS infrastructure), and HNZ for Tranches 2 and 5
(covering RIDSS infrastructure).

As mentioned in the Strategic Case, management, delivery, operation, and stewardship of the HCF is a joint
agency responsibility, and this Management Case emphasises the importance of cross agency collaboration
and engagement at the PBC stage and as the programme progresses through the investment lifecycle.

6.2 Joint Agency Programme Governance

The HCF Programme has established joint agency governance to authorise, monitor and support the
successful planning and delivery of new and refurbished RIDSS and RIDSAS facilities. Following Gate 0
review feedback (see section 6.11 below) the JAGG composition and mechanisms were reviewed and
refreshed by MSD-DSS and CID’s Programme Director. The refreshed JAGG has been in operation since early
2026.

HCF Programme Governance Objectives
The key governance objectives for the HCF Programme include:
e Providing a clear structure of decision-making and endorsement of key Programme plans and
documents

e Fostering active collaboration between MSD and partner agencies to reflect the importance of joint
agency responsibility and accountability for the HCF Programme

e Ensuring responsible, accountable and transparent management of the programme through financial
controls, regular reporting and active risk management.

Programme Structure and Governance

The HCF Programme organisation and governance structure is outlined in Figure 24 below. The structure
depicts the relationship between the day-to-day programme operations and programme governance (Senior
Responsible Owner (SRO), JAGG and Cabinet). Figure 25 illustrates the future DBC structure and
governance.
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6.3.2 Programme Management

The programme methodology outlined in this section reflects MSD-DSS organisational practices and CID
best practice for governing infrastructure investments.

Under their SA with CID, MSD as the lead agency will be accountable for the project across the investment
lifecycle, and CID will be accountable to MSD for delivering the project.

CID will use the standard Service and Delivery Agreements that they have developed and agreed with other
Crown entities as the basis for any agreements between CID and MSD. The roles and responsibilities of key
parties in those agreements (e.g., during the investment’s planning and delivery) are outlined in summary
form in Annex 1 of Treasury Circular 2025/11: The Crown Infrastructure Delivery Limited Mandate.

Governance and funding roles and responsibilities span both the planning and delivery phase of the
investment lifecycle as outlined in Annex 2 of Treasury Circular 2025/11: The Crown Infrastructure Delivery
Limited Mandate.?'

6.4 Interdependencies with non-build workstreams

This PBC seeks investment for the upgrade and renewal of HCF infrastructure, a key part of the Operational
Strategy in the ‘Environments and Infrastructure’ domain. Other workstreams in the Operational Strategy
include:

e Workforce
e Policy and Operations
e Funding and Commissioning

MSD-DSS is aware that there are interdependencies with each workstream and is working constructively with
Health New Zealand and the Ministry of Health to address some of the key non-build aspects of the HCF.
Examples of priority engagement include:

e Concurrent to the development of this PBC, DSS is working with the Ministry of Health on responding
to the system ‘blocker’ identified by the Gate 0 review to clarify roles and responsibilities and to
strengthen overall operational governance arrangements to monitor and respond to trends and
collective issues across the HCF.

e DSS is working with Health New Zealand on an Operating Model for RIDSS, setting out patient flows
through RIDSS hospital beds, including regional and national relationships, roles and responsibilities
for risk (clinical, etc.), key decision-making points and escalation pathways.

Future DBCs will provide further detail on how broader HCF work has an impact on the proposed
investments in each tranche.

6.5 Stakeholder Engagement and Communication

MSD-DSS have developed a draft Communications and Stakeholder Engagement Strategy to detail the initial
approach for communications across both internal and external stakeholders. This has been reviewed by CID
to ensure it reflects best practice for engagement around infrastructure delivery. This is a live document and
will be continuously updated as the programme progresses.

The early drafting of this strategy reflects the importance of early engagement with other government
agencies due to joint-agency responsibility for the HCF and the need to engage with potential delivery
partner/s ahead of subsequent DBCs.

The draft Stakeholder Engagement and Communications Strategy objectives are to:

31 Treasury Circular 2025/11: The Crown Infrastructure Delivery Limited Mandate | The Treasury New Zealand

113 | DRAFT

72vh7ewzmz 2026-05-19 11:19:19















IN CONFIDENCE

6.7 Change Management

Since signing in a Services Agreement in October, MSD and CID have begun integrating and allocating
appropriate change management responsibilities for infrastructure delivery. CID’s Change Management
approach will draw upon its infrastructure delivery experience and reflect the organisation’s best practice,
and will be outlined in detail in subsequent DBCs. Any changes that may need to occur to service delivery will
be managed by MSD under its change management framework.

MSD'’s Integrated Change Portfolio (ICP) represents MSD's approach to change management. It forms a
boundary to present what MSD defines as change, to better enable enterprise governance to proactively
support delivery of health and make investment decisions, balancing demands and constraints across the
whole. The Integrated Change Portfolio is a foundational enabler that can be built on to provide richer
information, insight and value for decision makers.

As the programme progresses, a detailed Change Management Plan (CMP) will be drafted by MSD-DSS and
CID, with change requests being escalated to the appropriate governance forum as they arise during
programme delivery for review and approval. This CMP will identify, assess and manage the business
changes required to achieve the HCF Programme Investment Objectives and realise the anticipated benefits.

The CMP will include the following sections:
e Change Objectives: description of the programme change objectives to guide development of the
CMP.

e Preparing for Change: description of the existing people, organisations, and/or policies that are
likely to be impacted by the programme and describe how the programme is preparing for the
change.

e Change Impacts: description of the people and services impacted by the change, what is being
changed, the timeframe for the change and the related objectives of the change.

e Change Leadership and Governance: description of the change roles and related responsibilities.

e Change Principles: description of the agreed principles to deliver the change, e.g. regular
communication to impacted stakeholders.

e Change Impact Assessment: table outlining the person/organisation/area impacted, how they are
impacted, mitigations, responsibility, timeframes, and the change impact (small, medium, or large).

e Managing Change: description of the activities required to support change management, such as
stakeholder engagement and communication, project reporting, and long-term investment and
operational planning.

The HCF Programme’s change management objectives are to:

¢ Minimise the negative impacts of the change on HCF clients, care recipient whanau, and staff

e Engage and communicate with potential delivery partners early and in a clear, concise, and targeted
manner

e Engage and communicate with impacted stakeholders such as clients, whanau, providers, and staff
as early as possible to elicit feedback and communicate change impacts

e Ensure visibility of the change management process is provided to the Steering Group, JAGG, MSD
leadership, and partner agency leadership (as applicable)

e Ensure change related risks are regularly reviewed and reported to programme governance.
Key change areas include:

¢ RIDSS and RIDSAS facility operations: the delivery of new and refurbished facilities will result in
changes to people (staff and clients), processes and technology.
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Figure 27: Initial Benefits Realisation Plan (BRP) for the HCF Programme
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Risk Management

Risk Management for the HCF is complex and sits across multiple agencies. In February 2026, the JAGG
approved a four-tiered approach to risk developed by CID. This structure (outlined in Figure 28)
disaggregates risk into four categories, each with its own risk register:

1.

Strategic Programme Risk: This covers the whole of programme risks that cut across agencies and
workstreams, including key dependencies and assumptions that underpin benefits realisation and
sequencing.

Facilities (build) Projects: This focuses upon risks inherent to capital delivery, in line with Gate 0
recommendations (see section 6.11), including scope, cost, schedule, site conditions, procurement
strategy, market capacity, and delivery interfaces across sites and tranches. This risk register
Operations, transformation and business change: This captures non-build operational risks,
including workforce readiness, operational transition, and supporting policy or commissioning
changes. Risk registers can be developed at the site level and rolled up into a programme-level
register.

Business case implementation: This addresses risks from progressing from the PBC into a pipeline
of DBCs, including information maturity, assurance, approvals, governance decisions and
consistency across tranches.

Figure 28: Disaggregation of HCF Programme Risk

6.9.1 Organisational Risk Culture

At a strategic level, the HCF Programme will adopt a Risk Management Strategy and Framework that is
consistent with existing CID, MSD, and HNZ risk management policies, including the MSD risk culture, risk
essentials, risk ownership and risk rating guidance, as well as the overarching MSD Risk Management Plan.

The HCF Programme will align with the MSD risk principles, which are:

Be comfortable talking about risks

Be familiar with and apply the MSD risk framework

Escalate and discuss risks with the areas that could be impacted
Integrate risk management into daily decisions and actions
Controls are built in by design

Take personal responsibility to manage risks
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6.9.2 Organisational Risk Management Processes

Risk identification, management and escalation for the HCF Programme will align with existing MSD risk
policies. The risk management processes will be reviewed when the programme delivery partners are
confirmed to ensure risks are owned by the agencies best placed to manage them.

Risks will be raised throughout the programme lifecycle, with all members of the programme, including the
project team, contractors and governance, responsible for raising risks for the Programme Manager to
record in the HCF Programme Risk Register (see Table 66 for high-level risks).

Once arisk is identified, it will be analysed and scored based on the risk consequence and likelihood that the
risk consequence will eventuate according to the MSD Business Risk Rating Matrix provided below in Figure
29. Arisk rating is established for:

e Inherent Risk: level of risk before controls

e Residual Risk: current level of risk with controls in place

e Predicted Risk: estimated level of risk with planned mitigation(s) in place

Any risks that cause significant concern will be escalated by the Programme Manager to the Steering Group
and/or JAGG for discussion.

Figure 29 29: MSD Business Risk Rating Matrix

6.9.3 Programme Risk Register

A Risk Register has been developed and will be progressively updated as more detailed analysis is
undertaken. As risks and issues are identified throughout the life of the programme, they will be recorded in
the risk register. Risks will be assessed based on the current likelihood and consequence and the target
likelihood and consequence of each risk/issue — considering the key controls in place, the effectiveness of
the control(s), and any assurance activities in place to effectively mitigate the risk/issue to arrive at a final
rating.

A summary of the highest rating programme risks is presented in Table 66 below.
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for a 20-year view and reviewed
regularly.

addressed at future Detailed
Business Case stage where:

e  Cohort profiles can be
developed at a site- and
service-specific level;

e Assumptions can be
tested against confirmed
models of care and
operational standards;

e Demand modelling can
be directly linked to asset
typologies;

e  Profiles can be
embedded into a living
planning framework and
refreshed as part of
ongoing programme
assurance.

R4. That the SRO review and
update national standards for
models of care and infrastructure
relevant to the RIDSs and RIDSAS
services.

DO NOW

The JAGG has reviewed this
recommendation and concluded
that this work extends beyond the
scope of this PBC and cannot be
resolved in a way that is
sufficiently robust or durable at the
PBC stage. Therefore, work to
support future DBCs will address
this by:

e Translating agreed
models of care into clear,
standardised service
requirements;

e Define the impliations for
facility typologies,
capacity, and security;

e Directly link standards to
investment decisions,
delivery sequencing and
operating costs.

This approach will ensure that
national standards for models of
care are developed with the right
level of evidence, clinical input,
and system alignment, and are
embedded into the investment
programme.

R5. That the SRO develop and
implement a facilities-specific
capital programme Risk
Management Plan for the PBC and
subsequent DBCs

DO NOW

CID has undertaken a
comprehensive review of the
programme’s risk approach as part
of finalising the PBC, and
developed a Risk Management
Plan for the infrastructure
programme. The Plan covers (i)
definition of strategic priorities for
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In response to this ‘blocker’ MSD-DSS and CID have undertaken the following:

e Review and refresh of the JAGG to ensure all accountabilities are covered — updated JAGG has been
functioning since December 2025.

e Developing a ministerial engagement plan to brief and get buy-in from relevant Ministers - this is
included as an appendix to the Communications and Stakeholder Engagement Plan.

e Improving communication and information sharing with Health New Zealand to ensure RIDSAS and
RIDSS planning is aligned - this has included a workshop between DSS and HNZ and subsequent
dialogue.

e Anongoing focus for the JAGG on simplifying HCF structures wherever possible.

The Programme Director, SRO, and JAGG remain alert to the risk posed by system fragmentation and the
blocker and its consequences are reviewed by JAGG at their monthly meetings.
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