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Cabinet In Confidence

Office of the Minister of Justice
Chair, Cabinet Social Wellbeing Committee

New Tauranga Moana Courthouse

Proposal

1. This paper seeks approval of a detailed business case for investment of up to
$207.816 million in capital expenditure for a new Tauranga Moana Courthouse.
No new funding is required for this investment. The business case proposes
funding the courthouse through a combination of the Tauranga Innovative
Courthouse Tagged Capital and Operating Contingencies, and the Ministry’s
existing balance sheet and baseline funding.

Relation to Government Priorities

2. The Government has made a commitment to justice reform focused on wellbeing,
and it is the Ministry’s responsibility to ensure New Zealanders can access justice
in a safe, secure, and fit for purpose environment.

The current Tauranga Moana Courthouse is no longer fit for purpose

3. The existing courthouse is split over two adjacent, linked buildings, Cameron
House (custodial courtrooms) and McLean House (non-custodial courtrooms). The
current courthouse buildings have just ten courtrooms in total and only four of these
are custodial with no High Court facilities. Forecasts show seven custodial
courtrooms are required to meet the short to medium term demand for justice
services in the Bay of Plenty area.

4. Investing in a new courthouse in Tauranga will replace existing court facilities that
are too small for the growing population, provide for High Court facilities, multi-
defendant (up to 10 defendants) capacity and provide a safe and healthy
environment for court users.

5. The High Court criminal function for Tauranga is currently served out of Rotorua
due to insufficient facilities in the Tauranga Moana Courthouse. Victims and
defendants need to travel to Rotorua, creating a barrier to access to justice for the
community due to the additional travel time, affordability issues, and the pressure
placed on individuals’ family commitments. This also places a disproportionate
burden on the Rotorua pool of jurors, which is approximately half the size of
Tauranga’s.

6. Both buildings are no longer fit for purpose and present security risks with court

staff, defendants and victims forced to cross paths due to the layout and size of the
courthouse. This leads to unwanted interaction between defendants and victims.
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There is a lack of appropriate space for staff to work including meeting rooms and

private areas, S EIEIBIG) . Court staff
also feel unsafe, especially when they are near alleged offenders. SESEREIRIG)
e
|

7. The existing courthouse does not reflect the Tauranga community nor facilitate the
Te Ao Marama approach to the operation of District Courts including more flexible
spaces to enable therapeutic courts, consideration of the needs of victims and
collaborative spaces to accommodate other agencies and services.

8. Cameron House also suffers from SESERERICIREEIAICI0)
e
|

. The current site does

not allow for any meaningful expansion.

In late 2019, the then Minister of Justice announced a new courthouse in
Tauranga

9. On 4 December 2019, the Cabinet Social Wellbeing Committee agreed that work
be undertaken to establish a new, innovative courthouse in Tauranga and
established a Tagged Capital Contingency of $90.000 million, appropriation of
$2.044 million per annum operating from 2020/21 to 2021/22 and Tagged
Operating Contingency of $2.202 million per annum from 2022/23 to 2024/25 to
provide for the building and implementation phase [SWC-19-MIN-0197]. On 6 April
2020, Cabinet approved a further Tagged Operating Contingency of $11.400
million per annum for the ongoing operating costs of the new building [CAB-20-
MIN-0155.09].

10.Cabinet endorsed the indicative business case for a new Tauranga Moana
Courthouse on a new site in September 2021 [GOV-21-MIN-0031]. Cabinet agreed
that the preferred way forward for the Tauranga Moana Courthouse is to provide a
new building on a new site that would allow the courts to be accommodated in a
single building (Option 4 Wellbeing First in the indicative business case).

11. Since endorsement of the indicative business case, the Ministry has acquired a
new site in the Tauranga central business district, cleared the site, engaged a
design team, and completed concept and preliminary design for the new
courthouse. This has enabled the Ministry to undertake more detailed scoping to
inform costs as set out in the attached detailed business case.

12.Unfortunately, the initial preliminary design was significantly more costly than the
project budget due to Covid, incorrect initial floor area assumptions, significant
inflationary pressure and increased costs as a result of regulatory changes or
government policy (for example the need to have a Green Star rating of 5).

13.The Ministry undertook a value engineering exercise to reduce the cost. However,
the cost savings were insufficient to ensure the project could be completed within
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the original budget (including an inflationary uplift). Subsequently, the Ministry
reviewed its approach to delivering the project and is proposing a staged delivery
which provides a new custodial building on the new site and an upgrade to the
existing non-custodial courthouse McLean House thereby delivering more than two
thirds of the original new building, and a lower initial project cost.

14.1 am recommending a two stage, more affordable version of Option 4 Wellbeing
First which was endorsed by Cabinet through the indicative business case. The
option is referred to in the attached detailed business case as Option 4A Wellbeing
First and comprises stage 1. This option provides a good value for money outcome
for taxpayers and allows for future choice and flexibility in delivering stage 2 . Stage
2 is not being committed to at this time.

15.The option I am recommending requires capital expenditure for stage 1 of
(total of up to $207.816
million) over the project period of 2020/21 to 2027/28.* Just under half of the capital
funding ($90.000 million) will come from the Tauranga Innovative Courthouse
Tagged Capital Contingency approved by Cabinet on 4 December 2019 [SWC-19-
MIN-0197]. The remaining $117.816 million will be funded from the Ministry’s
balance sheet.

16.This option will still allow for further development of the new site, subject to
additional funding being available, for stage 2. Stage 2 would allow for the
Tauranga Moana Courthouse to be accommodated in a single building. We
consider stage 1 represents at least two thirds of the total floor area being delivered
with the remaining third being delivered in stage 2.

New Tauranga Moana Courthouse — detailed business case

17. The detailed business case outlines how the investment in the new Tauranga
Moana Courthouse facilities will result in improved access to justice, especially
regarding High Court facilities and a safe and secure physical environment that
helps maintain the integrity of the courts and tribunals. The design will provide
flexible infrastructure to ensure the new courthouse will be fit for purpose for future
needs. The new facilities will also reflect the local Tauranga community.

18. The proposed option for the new Courthouse Option 4A: Wellbeing First places
the needs of victims, defendants, and supporters at the centre, through the
development of a new building that prioritises flexible space. The thirteen
courtrooms under this option (currently there are only 10 in Tauranga) will reflect
forecast demand and includes:

1 From financial years 2020/21 to 2022/23 the Ministry carried out initial preparatory work including
land acquisition and demolition at a total capital cost over these years of $23.457 million (included in
the total capital of $207.816 million).
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e seven custodial courtrooms four of which are jury-capable (currently Tauranga
has only four custodial courtrooms two of which are jury capable)

e six non-custodial courtrooms

e High Court criminal function (currently delivered in Rotorua)
e dedicated space for victims and families

e space for wrap-around services

19.The proposed option will also address the size of non-custodial courtrooms through
the upgrade of McLean House. The final layouts of the custodial courtrooms are
still being finalised, but the two largest courtrooms, circa 220m?, will accommodate
multi-defendant trials involving at least 12 defendants.

20.The Ministry has calculated the Whole of Life Cost (WOLC) (net present value
terms) of the options of maintaining the status quo (Option 1) and three versions
of Wellbeing First options making the full investment in the new courthouse up front
(Option 4), investing in stage 1 only at this time (Option 4A), and investing in Stage
1 now and Stage 2 later (Option 4B).

Whole of Life Cost (WOLC)

1. Status Quo 4. Wellbeing First 4A. Wellbeing First 4B. Wellbeing First
Sub-Options (Single stage) (Stage 1 only) (Stages 1 and 2)
wolc $178m $303m $239m $371m

(Net Present Value)

21. Option 4A is the minimum viable option within affordability constraints and requires
less investment than other short-listed options except for remaining with the status
quo. Option 4A represents the best value for money of the short-listed options
based on a comprehensive assessment of costs, benefits and net value,. and is
the Ministry’s preferred option.

22. The management case confirms the achievability of the Tauranga Moana
Courthouse project. The Ministry has the necessary project resources to complete
the project and achieve the benefits. The Ministry has plans in place to ensure
change management, quality management, risk management and assurance that
the project is delivered effectively.

23. A Treasury Gateway review was completed in March 2023 and the project
received an amber rating meaning successful delivery is feasible. Key findings and
recommendations from the Gateway review have been implemented. These
mainly centred around cost and budget pressures due to the current market
uncertainty and ensuring our stakeholders and partners are well engaged.

Financial Implications

2 The Ministry used the Price Quality Method developed by Waka Kotahi to assess different options. The method considers the
qualitative net-value score against cost to provide an indicative benefit-cost assessment.
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24. Option 4A requires capital expenditure of S EIIOXAX0H)
(total of up to $207.816 million) from 2020/21 to 2027/28. In

2020/21 to 2022/23 the Ministry carried out initial preparatory work including land
acquisition and demolition at a total capital cost of $23.457 million (this is included
in the total capital of $207.816 million).

25. The table below outlines the capital and operating expenditure and matching
funding over the project period and first full year in service.

26. The capital expenditure outlined in the table below excludes the contingency
amount of SEIIOIBY0N. ' recommend that the decision to use SEEEIOIOND iS
delegated to the Ministers of Finance and Justice NSlaieaNEC)NAX()]
SEEOIANA). if required, will be funded from the Ministry’s balance sheet).

Tauranga Innovative Courthouse — Capital and Operating Expenditure and Funding

$m - increase/(decrease)

2020/21 | 2021/22 | 2022/23 | 2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027/28

Capital Expenditure 5.307 | 14.637 3.512 T ()

Capital Funding - Balance Sheet 5.307 | 11.222 - '

Capital Funding - Tagged Contingency - 3.415| 11.485

Capital Balance 30 June - - 7.973 - | (0.000)

Operating Expenditure 9.366 | 10.250 | 11.733 8.714 8.904 | 10.439 12.761 | 19.947
Operating Funding - Baseline 7.322 8.206 | 10.533 7.669 7.646 7.616 7.605 7.606
Operating Funding - Appropriation 2.044 2.044 - - - - - -
Operating Funding - Tagged Contingency - 1.200 1.045 1.258 2.823 5.156 | 12.341
QOperating Surplus/(Shortfall) - - -] (0.000)] 0.000]| (0.000) (0.000)| (0.000)

$m - increase/(decrease)

33/34 &

2028/29 | 2029/30 | 2030/31 | 2031/32 | 2032/33 | Outyrs Total
_ _ _ - _ lliSection (9) (2) ()

Capital Expenditure
Capital Funding - Balance Sheet
Capital Funding - Tagged Contingency

Capital Balance 30 June

Operating Expenditure 19.725( 19.820 | 19.918 ( 20.019 | 20.123 | 20.230 | 211.950
Operating Funding - Baseline 7.604 7.604 7.604 7.536 8.205 8.830 | 111.587
Operating Funding - Appropriation - - - - - - 4.088
Operating Funding - Tagged Contingency 12.121 | 12.216 | 12.314| 12.483 | 11.918| 11.400 96.275
Operating Surplus/(Shortfall) 0.000 - [ (0.000) - - - (0.000)
27. Of the FEEIOIAX0) , $106.285 million will be funded

from the Ministry’s balance sheet and $90.000 million will be funded from the
Tauranga Innovative Courthouse Tagged Capital Contingency. Of this $90.000
million, $14.900 million has already been drawn down in 2021/22 and 2022/23 for
funding the initial land acquisition and demolition works, leaving $75.100 million
remaining in Tagged Capital Contingency.

28. The annual operating expenditure includes project operating during the project

period, and ongoing operating, maintenance, depreciation and capital charge.
This will be funded from a combination of the Tauranga Innovative Courthouse

2texdublol 2023-07-13 10:33:51



Tagged Operating Contingency and the Ministry’s existing balance sheet and
baseline funding.

29. The tables below outline the remaining Tauranga Innovative Courthouse Tagged
Capital and Operating Contingencies established by SWC-19-MIN-0197 and
CAB-20-MIN-0155.09 (post rephasing and drawdowns to date) and the final
rephasing now required so they match the phasing of the capital and operating
expenditure of Option 4A.

Tauranga Innovative Courthouse — Tagged Capital Contingency

$m - increase/(decrease)

2023/24 | 2024/25 | 2025/26 | 2026/27
Tagged Capital Contingency 2299 | 29.788 | 42.812 0.201
Rephasing (2.244) 0.148 0.911 0.185
Rephased Balance 1.055 [ 29.936 | 43.723 0.386

Tauranga Innovative Courthouse — Tagged Operating Contingency

3m - increase/{decrease)

3334 &
202324 | 2024125 | 2025126 | 2026127 | 027128 | 2028128 | 2029130 | 2030131 | 2034132 | 2032133 | Outyrs
Tagged Operating Contingency | 3.819| 3819| 3819] 3618| 11400] 11400| 11400| 11.400] 11400] 11400| 11.400
Rephasing 74)| @se1)| (09%) 1338 0041 0721 0816| 0914| 1083| 0518 :
Rephased Balance 1045 | 1258 2823 5156 12.341] 12421 12.216| 12.314 | 12483 | 11.918] 11.400

Consultation

30. The Ministry of Justice | Te Taht o te Ture (the Ministry) has consulted with the
following agencies on this paper: The Department of the Prime Minister and
Cabinet, New Zealand Police, Ara Poutama Aotearoa — the Department of
Corrections, Oranga Tamariki, the Public Service Commission, the New Zealand
Infrastructure Commission and the Treasury. Feedback received has been
incorporated.

Local Consultation

31. The Ministry will continue to undertake significant local consultation including with
representatives from local hapu and iwi, the local judiciary, legal profession,
community service providers including organisations who work with victims and
whanau, and the Ministry’s operational teams including court staff, court security
and victims’ advisors.

32. The judiciary and the local legal profession continue to be concerned about the
number and size of courtrooms and the operational impacts and potential security
issues of having to move between two buildings. The Ministry considers the
number and large size of the courtrooms in the new and upgraded courthouses
will be sufficient, and they align with the decision made at the time the indicative
business case was approved by Cabinet in 2021. The Ministry will ensure a
suitable option is in place to connect the new building with the existing McLean
House courthouse. To help mitigate security concerns, there has been recent
investment to increase operational capacity of court security.
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33. The representatives of local hapu and iwi want to ensure the integrity of their
cultural narrative is maintained as part of the staged approach. Their priorities
include spaces for whanau, kaumatua and other iwi and hapd representatives.
The Ministry will continue to work closely with hapd and iwi so their priorities are
considered.

Legislative Implications and Regulatory Impact Analysis
34. There are no regulatory or legislative implications arising from this paper.
Human Rights

35. The proposal has no direct human rights implications under the New Zealand Bill
of Rights Act 1990 or the Human Rights Act 1993. The Ministry’s approach is
consistent with the Treaty of Waitangi and demonstrates a commitment to
improving Maori Crown relations and working together to create spaces and a
building which can enable new ways of working.

Gender Implications

36. There are no direct gender implications arising from this paper. However,
acknowledging that women experience family violence and sexual violence at
higher rates, there will be gender implications to be considered when designing
facilities that will meet the needs of victims. This is a core requirement for new
courthouses.

Disability Perspective

37. The Ministry’s Property Capital Intentions 2020-2030 commits to aligning with the
Disability Action Plan to ensure that justice facilities are fit-for-purpose and are
accessible for all New Zealanders.

Publicity and Proactive Release

38. | propose to proactively release this paper, subject to redactions as appropriate
under the Official Information Act 1982.

Recommendations

| recommend the Committee:
1. note that no new funding is required for this investment;

2. note that on 4 December 2019 the Cabinet Social Wellbeing Committee agreed
that work be undertaken to establish a new courthouse in Tauranga and agreed
an initial appropriation of $2.044 million per annum operating from 2020/21 to
2021/22 and established the Tauranga Innovative Courthouse Tagged Capital and
Operating Contingencies of $90.000 million capital and $2.202 million per annum
operating from 2022/23 to 2024/25 [SWC-19-MIN-0197];

3. note that on 6 April 2020 Cabinet agreed to establish a further Tagged Operating
Contingency of $11.400 million per annum ongoing operating from 2022/23 [CAB-
20-MIN-0155.09];
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4. note that on 23 September 2021 the Cabinet Government Administration and
Expenditure Review Committee endorsed the indicative business case Option 4
Wellbeing First as the preferred option for the development of a new Tauranga
Moana Courthouse site [GOV-21-MIN-0031];

5. note that the Ministry has subsequently developed a detailed business case for a
preferred Option 4A, a staged and more affordable version of Option 4;

6. note the preferred Option 4A provides a new Tauranga Moana Courthouse and
upgrade of McLean House for a total of 13 courtrooms; and provides master
planning to enable a future addition to this new courthouse to replace McLean
House;

7. endorse the detailed business case attached as Appendix A;

8. agree that the Ministry of Justice proceed with the implementation of Option 4A
upon approval of an implementation business case being a new Tauranga Moana
Courthouse on a new site containing seven custodial courtrooms and the upgrade
of the existing McLean House building and its six non-custodial courtrooms;

9. agree that Option 4A will be delivered by the Ministry at a capital cost of SRR

(total of up to $207.816 million) and

associated operating cost to be funded from a combination of the Tauranga

Innovative Courthouse Tagged Capital and Operating Contingencies and the
Ministry’s existing balance sheet and baseline funding as follows;

$m - increase/(decrease) |

2020721 | 2021/22 | 2022723 | 2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027/28

Capital Expenditure 5307 | 14.637 3512 t' 9 2 -
Capital Funding - Balance Sheet 5307 | 11.222 - S e C I O n (
Capital Funding - Tagged Contingency - 3.415| 11485
Capital Balance 30 June - - 7973 -| (0.000) - - -
O perating Expenditure 9366 | 10.250| 11.733 8.714 8.904 | 10.439 12.761 | 19.947
O perating Funding - Baseline 7.322 8.206 | 10533 7.669 7.646 7616 7.605 7.606
O perating Funding - Appropriation 2.044 2.044 - - - - - -
O perating Funding - Tagged Contingency - - 1.200 1.045 1.258 2.823 5.156 | 12.341
O perating Surplus/(Shortfal) - - -] (0.000) 0.000 | (0.000) (0.000)| (0.000)
$m - increasel/(decrease)
33/34 &
2028/29 | 2029/30 | 2030/31 | 2031/32 | 2032/33 | Outyrs Total

EZSE: Eﬁﬁﬁ.nn?f"gmance Sheet S e Cti on (9 ) (2 ) (j )

Capital Funding - Tagged Contingency

Capital Balance 30 June - - - - - - -
O perating Expenditure 19.725| 19.820| 19918 | 20.019| 20.123 | 20.230 | 211.950
O perating Funding - Baseline 7.604 7.604 7.604 7.536 8.205 8.830 | 111.587
O perating Funding - Appropriation - - - - - - 4.088
O perating Funding - Tagged Contingency 12121 | 12216 | 12314 | 12483 | 11918 | 11.400 96.275
O perating Surplus/(Shortfal) 0.000 - (0.000) - - - (0.000),

10. agree the following fiscally neutral rephasing of the Tauranga Innovative
Courthouse Tagged Capital and Operating Contingencies:
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Tauranga Innovative Courthouse — Tagged Capital Contingency

$m - increase/(decrease)

2023/24 | 2024/25 | 2025/26 | 2026/27
Tagged Capital Contingency 2299 | 29.788 | 42.812 0.201
Rephasing (1.244)] 0.148| 00911| 0.185
Rephased Balance 1.055| 29.936 | 43.723 0.386

Tauranga Innovative Courthouse — Tagged Operating Contingency

§m - increasel(decrease)

334&
2023124 | 2024/25 | 2025/26 | 2026127 | 2027/28 | 2028/29 | 2029/30 | 2030/31 | 2031132 | 2032133 | Outyrs

Tagged Operaling Contingency | 3819| 3819| 3819] 3818 11.400] 11.400| 11400| 11.400] 11400 | 11.400] 11.400
Rephasing @74 @581 (09%) 1338| 0941 0721 | 0816 0914 1083| 0518 :
Rephased Balance 1045 1258 2823| 5156| 12.341) 12421 | 12.216] 12.314| 12483 | 11.918] 11.400

11. authorise the Ministers of Finance and Justice to jointly approve drawdown of
the above tagged capital and operating contingencies upon approval of an
Implementation Business Case and to jointly approve the use of the

|
12. authorise the Secretary for Justice to enter into all contractual arrangements to
deliver the courthouse project as per the implementation business case; and

13. note the Ministry of Justice will update the Ministers of Finance and Justice on
progress on the new Tauranga Moana Courthouse in December 2023.

Authorised for lodgement

Hon Kiritapu Allan
Minister of Justice
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IN CONFIDENCE
SWC-23-MIN-0081

Cabinet Social Wellbeing
Committee

Minute of Decision

This document contains information for the New Zealand Cabinet. It must be treated in confidence and
handled in accordance with any security classification, or other endorsement. The information can only be
released, including under the Official Information Act 1982, by persons with the appropriate authority.

New Tauranga Moana Courthouse

Portfolio Justice

On 28 June 2023, the Cabinet Social Wellbeing Committee (SWC):

1

2

noted that no new funding is required for the new Tauranga Moana Courthouse investment;

noted that in December 2019, SWC agreed that work be undertaken to establish a new
courthouse in Tauranga, agreed an initial appropriation of $2.044 million per annum
operating from 2020/21 to 2021/22, and established the Tauranga Innovative Courthouse
Tagged Capital and Operating Contingencies of $90.000 million capital and $2.202 million
per annum operating from 2022/23 to 2024/25 [SWC-19-MIN-0197];

noted that in April 2020, Cabinet agreed to establish a further Tagged Operating
Contingency of $11.400 million per annum ongoing operating from 2022/23
[CAB- 20-MIN-0155.09];

noted that in September 2021, the Cabinet Government Administration and Expenditure
Review Committee endorsed the indicative business case, with Option 4 Wellbeing First as
the preferred option for the development of a new Tauranga Moana Courthouse site
[GOV-21-MIN-0031];

noted that the Ministry of Justice has subsequently developed a detailed business case for a
preferred Option 4A - a staged and more affordable version of Option 4;

noted the preferred Option 4A provides a new Tauranga Moana Courthouse and upgrade of
McLean House for a total of 13 courtrooms; and provides master planning to enable a future
addition to this new courthouse to replace McLean House;

endorsed the detailed business case attached as Appendix A under SWC-23-SUB-0081;

agreed that the Ministry of Justice proceed with the implementation of Option 4A upon
approval of an implementation business case being a new Tauranga Moana Courthouse on a
new site containing seven custodial courtrooms and the upgrade of the existing McLean
House building and its six non-custodial courtrooms;
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IN CONFIDENCE

SWC-23-MIN-0081

9 agreed that Option 4A will be delivered by the Ministry of Justice at a capital cost of
Section (9)(2)(j) (total of up to $207.816 million) and
associated operating cost will be funded from a combination of the Tauranga Innovative
Courthouse Tagged Capital and Operating Contingencies and the Ministry’s existing
balance sheet and baseline funding as follows:

fm  mcieasc/{decrcase)

202021 2021/22 | 2022123 | 2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027/28
Captal I xpendine L3714 637 RESEN Section (9) (2) (
Captal b undng  Balance Sheet h a7 11222
Captal Funding  Tagoed Contingency 3415 11485
Capital Balance 30.Junc rars (1 000
O perating | xpendidure 9 366 10 250 11 733 B 714 8904 10439 12 761 19947
Operating | unding Baselne f322 5206 10,533 7 G669 7 646G 7616 F 600 7 606
O perating Nunding  Appropniation 2044 2.044
Operating | unding 1 agged Contingency 1200 1045 1205 | 7873 D196 | 12 341
| O perating Surplis/ (Shorilall) (0 000 1000 {0 W) (OO0 (O O

$m  inercaso/{decrease)
3334 &

2028/29 2029/30 | 2030/31 | 2031/32 | 2032/33 | Outyrs Total
Capital Fxpendiure k! -
Capital Funding  Balance Sheet e Ct I O n 9 2
capital I unding - 1aagged Contingency
Capital Balance 30 Junc
O perating Fxpoenditure 19 725 19 320 19918 20019 20123 20230 | 211950
O perating Funding - Baselneg 7 604 f 604 7 6104 7 536 8 20k 8830 | 111 L&7
O perating | unding - Appropniation - - - - - - 4088
O perating Nunding  Tagged Continaency 12121 12.216 12.314 12.483 11.918 11.400 95275
O perating Surplus/(Shorttall) 0 000 {0 000) (0 000)

10 agreed to the following fiscally neutral rephasing of the Tauranga Innovative Courthouse

Tagged Capital and Operating Contingencies:

Tauranga Innovative Courthouse — Tagged Capital Contingency

$m - increase/(decrease)
2023/24 2024/25 2025/26 2026/27
Tagged Capital Contingency 2.299 29.788 42812 0.201
Rephasing (1.244 0.148 0911 0.185
Rephased Balance 1.055 29.936 43.723 0.386
Tauranga Innovative Courthouse — Tagged Operating Contingency
$m - increase/(decrease)
33134 &
202324  2024/25 | 202526 2026127 2027/28 2028/29 2029/30 | 2030/31 2031132 2032133 Outyrs
Tagged Operating Contingency 3819 3819 3819 3818 11400 11400 11400| 11400 11400 11400 11.400
Rephasing (2774) (2561) (09%) 1338 0941 072 0816 0914 1083 0518 -
Rephased Balance 1045 1268 | 2823 5156 12341 12421 12.216| 12.314 12483 11918 11.400
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11

12

13

IN CONFIDENCE
SWC-23-MIN-0081

authorised the Minister of Finance and Minister of Justice (joint Ministers) to approve

drawdown of the above tagged capital and operating contingencies upon approval of an
Imilementation Business Case and to jointly approve the use of the SeiCUNONGK)

b

authorised the Secretary for Justice to enter into all contractual arrangements to deliver the
courthouse project as per the implementation business case;

noted that the Ministry of Justice will update joint Ministers on progress on the new
Tauranga Moana Courthouse in December 2023.

Rachel Clarke
Committee Secretary

Present: Officials present from:
Hon Carmel Sepuloni (Chair) Office of the Prime Minister
Hon Kelvin Davis Officials Committee for SWC
Hon Dr Megan Woods

Hon Jan Tinetti

Hon Kiri Allan

Hon Priyanca Radhakrishnan

Hon Barbara Edmonds

Hon Willow-Jean Prime

Hon Rino Tirkatene
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Executive Summary

Introduction

1.  This Detailed Business Case builds on the Indicative Business Case endorsed by Cabinet in September
2021. The Indicative Business Case identified Option 4 Wellbeing First as the Preferred Option to
develop a new courthouse in Tauranga that addresses the legacy deficits present in the current
building, and supports the Te Ao Marama vision for the operation of the District Courts.

2.  Option 4 Wellbeing First remains the preferred option, however, the Ministry proposes to deliver the
project through a staged approach.

3.  The two stages are:

e Stage 1: Custodial infrastructure will be moved to the new CBD site, retaining McLean House
for non-custodial infrastructure and undertaking a refurbishment of the existing facility,
followed by the demolition of Cameron House

e Stage 2: Transfer non-custodial infrastructure to the new CBD site at a later date, consolidating
all court services on the new CBD site

4.  This staged approach provides the best value for money, responds to the enhanced understanding of
the project requirements, provides future flexibility to accommodate future changes to operations
and acknowledges the significant shifts in both the economic and fiscal environment in the intervening
time.

5. Over the project period (FY21 to FY28), the required investment is jijijiligi million indicative capital
expenditure excluding contingency of g million (up to a total of 207.8 million) and $9.2 million in
operating expenditure.

6.  This business case has applied the five-case structure of the Better Business Cases Framework.

Context and case for change

7. The need for cross-sector collaboration has been identified in ‘Hapaitia te Oranga Tangata’. This cross-
sector initiative is helping to guide the transformation of the criminal justice system and create a safer
Aotearoa New Zealand. The aim of Hapaitia te Oranga Tangata is to develop long term solutions to
keep communities safe, address pathways to offending enabling a better response to criminal
behaviour and to deliver better outcomes for everyone who experiences the justice system.

8.  While Hapaitia te Oranga Tangata is a cross-sector strategy, Te Ao Marama is a new model for the
District Court, which responds to calls for transformative change. Te Ao Marama, set by Chief District
Court Judge, means the ‘world of light’ or the ‘enlightened world.” It seeks to incorporate best practice
developed in the District Court’s solution-focused specialist courts into its mainstream criminal
jurisdiction. The shared vision for the District Court is to be a place where all people can come to seek
justice, no matter their means or abilities, their culture or ethnicity, or who they are or where they
are from. It aims to improve access to justice as well as enhance procedural and substantive fairness,
for all people who are affected by the business of the court, including defendants, victims, witnesses,
whanau and parties to proceedings.

9. The existing court buildings do not adequately support and enable these strategies and models for
change to be realised. The way justice is being delivered is changing; the Tauranga Court design
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uneconomic to repair. There is a significant risk of operational failure of this building which impacts
on the utilisation of the courts.

Investment Objectives
12. The investment objectives are:

I.  To enable local access to justice - Availability of physical courtrooms should not unduly
constrain fair and timely access to justice. The design and layout of the courtrooms should
enable local access to justice and cater for those with specific accessibility needs such as those
with disabilities and impairments. Infrastructure should enable people to be seen, heard, and
understood

Il.  To provide a physical environment that helps maintain the integrity of the courts and
tribunals - The physical environment of the Tauranga Court should support the separation of
parties. The design should minimise contamination risks that could lead to an event needing to
be rescheduled. Separation of parties should contribute to the perception of independence as
judges will not cross paths with any other parties. Adequate space should be provided for the
Judiciary and Ministry staff to work efficiently.

lll.  To meet current Health, Safety and Security requirements - The physical environment of the
courthouse should be healthy, promote mental and physical wellbeing and safety in design
principles should be applied in the design of any new facilities.

V. Provide flexible infrastructure that enables different service delivery models and can meet
changing levels of demand (in calendar year 2027) - The courthouse should be designed in a
way that supports resilience for the future in terms of demand, the use of technology, and
changing work practices. The design will prioritise opportunities and spaces to provide flexibility
for new and enhanced ways of working to deliver better justice outcomes.

V.  To provide a physical environment that is reflective of the Tauranga Community - Courthouses
are tied to the place and people they serve. They should embody community identity and
values. Honouring the whakapapa and mauri of a courthouse environment is necessary to fulfil
their civil purpose. In doing so, the delivery of justice is connected with the ongoing project of
a thriving community.

The economic case

13. The economic case sets out a range of realistic options and assesses how well they meet the
investment objectives set out above to determine the preferred option that delivers best public value
to society including wider social and environmental effects.

The Ministry reviewed and reassessed short-list options from the Indicative Business Case (IBC).
Option 4: Wellbeing First was confirmed as the preferred option. This option places the needs of
victims, defendants and supporters at the centre, through developing a new building that prioritises
flexibility, fit for purpose space that meets the forecast demand.

14. This business case assessed three sub options for delivery:

I.  Option 4: Wellbeing First (Single Stage): This implements Option 4: Wellbeing First as a
single stage, and as per the scope and scale set out above.
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II.  Option 4A: Wellbeing First (Stage 1 only): This implements the first Stage of Option 4:
Wellbeing First only, with the potential to develop a new business case for Stage 2 at a later
date. It includes master planning for the potential implementation of a later Stage 2 to
preserve that option. At the conclusion of investing in this Option 4A, the Ministry will
operate across both the new CBD site and the refurbished McLean House. As such, this
represents the minimum viable option for investment.

Ill.  Option 4B: Wellbeing First (Stages 1 and 2): This implements both Stages of Option 4:
Wellbeing First. Unlike Option 4, it does so over two separate stages, and unlike Option 4A
it provides an investment decision and commitment now to move onto Stage 2 after Stage
1 has been completed. At the conclusion of investing in this Option 4B, the Ministry will
operate on the new CBD site only, with decommissioning and exist of McLean House.

15. This Ministry evaluated each sub-option against investment objectives, benefits and risks equally, to
generate a numerical score. Option 4A was assessed as the preferred option as it provides the best
value for money, responds to the enhanced understanding of the project requirements, provides
future flexibility to accommodate future changes to operations and acknowledges the significant shifts
in both the economic and fiscal environment in the intervening time.

16. Option 4A delivers investment in a new courthouse to accommodate:

i. all custodial functions, including seven courtrooms (increasing capacity by three). Four
will be jury capable courtrooms. Of these four, two will be large multi-defendant
courtrooms and will be some of the largest courtrooms in the country

ii. provision of all High Court functions
iii. New, dedicated, fit for purpose space for victims
iv. all registry functions for all jurisdictions

v. sufficient storage for all records, noting that the design will accommodate future changes
in records management

vi. sufficient judicial chambers and space for judicial support staff for all jurisdictions
vii. new, dedicated space for all NGO’s and community service providers
viii. new innovative spaces for whanau, kaumatua, and other iwi and hapu representatives

1. upgrade to McLean House to ensure the courtrooms and associated spaces are fit for purpose
for non-custodial services

17. Stage two delivers the new non-custodial courtrooms on the new site, but will be subject to a separate
future investment decision. The new site has been planned to accommodate stage two to seamlessly
link into the new building delivered in stage one.

Commercial Case

18. The commercial case sets out the key commercial principles and outlines the procurement strategy to
best achieve these principles. It also sets out the market engagement process undertaken to date and
intended to be undertaken prior to commencing procurement.

19. The Ministry has developed a commercial strategy that demonstrates the preferred option will result
in a viable procurement and a well-structured deal between the public sector and its service providers.
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20. The commercial strategy seeks to ensure that:

e The Ministry project team have a clear understanding of the requirements of providers of the
project — including who the potential providers are, what services they need to deliver, how
the Ministry and service provider teams will engage, and when the procurement and services
are required.

e The Ministry intends to reach broadly and early across the market. This provides opportunities
for the market to optimise its responses, including time to prepare and considering partnering
approaches that bring the best of multiple providers.

e Evaluation approaches will be focused on key attributes of personnel with experience in the
specific technical professional skills sought, but also the ability to constructively participate in
co-design activities.

21. The diagram below sets out our procurement strategy.

Ihe project Procurement Plan details
the following procuremert approach:

The Ministry has established suppliers

for a range of services required for

thiz project. * 5Stage One— RO

' The ROI stage will shortlist
respendents to move onto

The Ministry will seek to generate
interest among the largest NZ based
conhstruction companies, and will
include the following considerations in

Construction procurement: )
its procurement approach:

+  For the censtruction procurement,

the Ministry is seeking to appoint
a main contractor, with Early
Cantraclar Invalvement {ECI).

the Request for Tender
phase.
Stage Two — RFT and Pre-

Construction Services Agreement:

Significant and early market
engagement aclivities

Clearly communicating the

project’s role as partof a

« This Commercial Case assumes . i
The RFT stage will select a significant long-term capital plan

that the Miniztry selects a single
main contractor far both the new
development and the
refurbishment of MeLean House.
This assumption will be tested via
market engagement.

single respondent to move
inte ECL. The EC
Respondent will be offered
a Pre-construction Service
Agreement, which will .
outline their expected

participation in design.

+ A ROl slage will enable the
Ministry to better understand the
nature of the market

Early Contractor Involvement
with a Pre-Construction Services
Aesreement to gain early advice
+  Following detailed design, the ECI
Respondent may be cifered the
apporlunity to enter negotiation
under a New Zealand industry
standard construction contract.

« Consider awarding early works
package

Financial Case Summary — no new funding required

22. The Financial Case confirms that the capital and operating expenditure required under Option 4A can
be funded from a combination of the Tauranga Innovative Courthouse Tagged Capital and Operating
Contingencies and the Ministry’s existing balance sheet and baseline funding. No new funding is
required. The tagged contingencies will need to be rephased to match the phasing of the capital and
operating expenditure of Option 4A.

23. Option 4Arequires capital expenditure ofw million and a contingency ofw\;\illion (total
of up to $207.816 million) over a project period of FY 2020/21 to FY 2027/28 and has a Whole of Life

Cost (net present value of capital and cash operating expenditure over an estimated life of investment
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24.

25.

26.

27.

28.

29.

30.

31.

32.

of 65 years) of $238.520 million. From FYs 2020/21 to 2022/23 the Ministry carried out initial
preparatory work including land acquisition and demolition at a total capital cost over these years of
$23.457 million (included in the total capital of $207.816 million).

The $207.816 million capital comprises the Quantity Surveyor Base Estimate of e million plus
two contingency amounts calculated in the Quantitative Risk Assessment, namely, contingency from
base estimate to the mean of $4.729 million (bringing the total capital to million) and

contingency SESTIEEIAI0) million (bringing the total capital to

$207.816 million).

The Quantitative Risk Assessment (QRA) has calculated that the dominant uncertainty is the rate of
inflation/construction cost escalation, followed by uncertainties regarding the cost of the link to
McLean House, project duration, McLean House refurbishment cost, Unmeasured Sundries, and
Preliminaries and General (P&G) costs.

Management Case Summary

The Ministry has undertaken work to ensure the achievability and deliverability of the project. To date,
this involves a comprehensive ‘Discovery’ phase to inform design and progression of the design, with
support from competitively tendered architecture services, quantity surveyors and engineering
services. Ministry has also made use of the NZ Construction Industry Council guidelines as the basis
for all subsequent design phases. An external Project Manager has been procured to manage delivery
of subsequent design and construction phases.

The Property Capital Projects Committee (CPC) exists to support the Senior Responsible Officer (SRO)
in the oversight of Property capital projects proposed, planned, and underway, maintaining
responsibility for governing all major property capital investments and subsequent projects and
programmes in the property portfolio. A full Terms of Reference for the CPC has been developed and
shared with Central Agencies.

The Senior Project Manager is responsible for managing the project overall, reporting through to the
Manager Capital Delivery, General Manager Property Corporate and Digital Services and the SRO. The
Senior Project Manager is supported by a project coordinator, and functional support from other parts
of the Ministry in specialist areas (e.g. Communications, Finance, Risk, and Change Management).

A Hapu and lwi reference group has been established to enable local iwi and hapi the means to ensure
the design reflects the needs of the local community, and cultural elements.

The Ministry have put in place a plan to ensure a successful transition from DBC to implementation
business case (ImBC), and through construction. The key steps required from DBC to ImBC include
completion of design and procurement of construction.

The participative design approach for the Tauranga Courthouse has laid a strong foundation for
change management in Tauranga. Those who will be significantly impacted have been involved early,
generating a high level of awareness, goodwill and involvement.

The approach to change implementation and planning is cyclical. As the programme moves through
high-level (and detailed) phases, the stakeholder impact assessment should be revisited and updated.
The approach to assessing readiness for change will be developed in mid-2023 and the transition
activities in the immediate lead-in to go-live, and the three months post go-live will be developed from
2023 to 2024, as more detail becomes available.
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33. The approach to Quality Management follows the Ministry’s Project Assurance Framework and the
Ministry’s portfolio and project risk management practices. The Ministry will receive specialist advice
from Architects and Engineers about the quality of the design and construction. This includes the
completion of design peer reviews conducted by external consultants through design delivery, and
internal engagement with the Courthouse Design Committee and Subject Matter Experts to support
design reviews at key milestones.

34. Gateway reviews will occur throughout the development of the Tauranga Courthouse Business Cases.
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35.

36.

37.

38.

39.

40.

Strategic Case

Strategic Context

The role of courts and the justice system in Aotearoa New Zealand

Courts are a key part of our constitutional arrangements and have a significant impact on people’s
lives across Aotearoa New Zealand. Strong and independent courts are fundamental to the wellbeing
of society. They help ensure New Zealanders can trust each other and trust the state. A loss of
confidence in the justice system could affect how society behaves, and how disputes might be resolved
and the public protected.

The efficiency and integrity of the court experience influences people’s wellbeing and ability to move
on with their lives. Many people coming to courts are vulnerable and seeking protection. Increasingly,
courts have a role in linking people to services they need, such as drug and alcohol treatment, violence
prevention programmes, and restorative justice.

The justice sector supports the operation of the courts. Across the justice sector, especially within the
criminal justice system, a range of agencies work closely together at an operational, policy and
strategic level. Individual agencies have their own reporting and accountability lines. However, the
construction of the justice system and the nature of the agencies’ business means effective outcomes
can only be achieved through close co-operation.

The need for cross-sector collaboration has been identified in ‘Hapaitia te Oranga Tangata’. This cross-
sector initiative is helping to guide the transformation of the criminal justice system and create a safer
Aotearoa New Zealand. The aim of Hapaitia te Oranga Tangata is to develop long term solutions to
keep communities safe, address pathways to offending enabling a better response to criminal
behaviour and to deliver better outcomes for everyone who experiences the justice system.

Te Ao Marama

While Hapaitia te Oranga Tangata is a cross-sector strategy, Te Ao Marama is a new model for the
District Court, which responds to calls for transformative change. Te Ao Marama, set by Chief District
Court Judge Heemi Taumaunu, means the ‘world of light’ or the ‘enlightened world.” It seeks to
incorporate best practices developed in the District Court’s solution-focused specialist courts into its
mainstream criminal jurisdiction. The shared vision for the District Court is to be a place where all
people can come to seek justice, no matter their means or abilities, their culture or ethnicity, or who
they are or where they are from. It aims to improve access to justice as well as enhance procedural
and substantive fairness, for all people who are affected by the business of the court, including
defendants, victims, witnesses, whanau and parties to proceedings.

Organisational overview — the Ministry of Justice

The Ministry of Justice is the lead agency in the justice sector. The Ministry works towards a safe and
just New Zealand by:

. Supporting an integrated justice sector through strong sector knowledge and governance

. Sharing goals and identifying solutions to improve justice sector outcomes
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41.

42.

43.

44,

45.

46.

o Supporting the independent judiciary and the courts
. Administering the legal aid system and the Public Defence Service

. Collecting and enforcing fines and civil debts

Tahu o te ture — the existing strategic environment

The Ministry’s strategy comprises seven strategic components that uphold the Ministry’s purpose to
strengthen people’s trust in the law of Aotearoa New Zealand. The Tauranga Courthouse fits within
this strategic intent, as outlined below:

Figure 2: Ministry of Justice Strategic Priorities 2023-2027

Qur priceis o5

Coar waluis

“Whakamana
Respect

Improve Justice Outcomes for Maori

On 12 December 2019 Hon Andrew Little released ‘Turuki! Turuki!’ from ‘Te Uepi Hapai | te Ora’, and
‘Te Tangi o te Manawanui: Recommendations for Reform’ from the Chief Victims Advisor.

“Turuki! Turuki!” proposes a set of principles to assist in system transformation including empowering
and supporting people who are harmed, that justice services are designed and delivered in partnership
with Maori, justice responses consider the whole person and all needs, and services are coordinated
and accessible.

‘Te Tangi o te Manawanui: Recommendations for Reform’ highlights how fundamentally different the
historic British approach to justice is to the principles and values of tikanga Maori. In particular,
“victims generally have complained about their lack of voice in the current criminal justice system and
Maori in particular are highly dissatisfied with the imposed common law model of justice.”

While it is reasonably well understood that Maori are disproportionately represented in offender
statistics, it is less well recognised that Maori are also disproportionately represented as victims.

Part of the Government’s response to these two reports were commitments to:
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47.

48.

49.

50.

51.

52.

Work with Maori on decision-making to improve outcomes across the justice system: Undertake
comprehensive system change over time that treats victims with respect and dignity, treats offenders
more effectively in order to reduce offending, and makes the system more responsive to community
expectations of accountability and harm prevention. The Tauranga Courthouse supports this strategic
priority by enabling community and victim / whanau voice through improved design and as a key input
into Te Ao Marama.

Bring the Strength of Communities into Courts and Tribunals

Communities are meaningful partners to the Ministry. The Ministry seeks to embed community
engagement into the core of its operations, listening to and engaging with community groups as
trusted partners that will hold the Ministry to account. The proposed investment specifically includes
community engagement to help provide a physical environment that is reflective of the Tauranga
Community.

Build a Ministry Where All Our People Thrive

The Ministry aims to be a place where people can be healthy and safe, and where Ministry staff are
able to do their best job because they have the tools and physical environment they need. Many
Ministry staff work in challenging, often stressful situations. The current infrastructure does not
support a great working environment for all staff.

Reduce the Harm Experienced by Victims and Their Whanau

Victims and their whanau must feel empowered and respected when using the justice system. The
Ministry seeks to ensure that all victims, no matter their background or circumstance, are safe,
supported, and informed when accessing services and facilities. The proposed investment places the
needs of victims, defendants and supporters at the centre in designing new and flexible spaces.

Improve Access and Experiences for Participants in Courts and Tribunals

People access the justice system in different ways and have different needs. The Ministry’s goal is to
ensure everyone has access to justice and receives the support they need, regardless of the diversity
of their needs. The proposed investment brings the High Court function currently provided in Rotorua
back to the local Tauranga community, and creates spatial capacity needed to continue to meet
demand for access.

Playing a Leading Role to Deliver an Integrated Sector-Wide Response

A well-functioning court system is of fundamental constitutional and societal importance. The court
system is currently experiencing significant operational pressure due to insufficient capacity and
infrastructure issues, which has resulted in delays.! The Ministry will be held to account for the
outcomes delivered to communities and will develop shared sector-wide aspirations to drive
prioritisation of resources and shape decision making.

Infrastructure uplift and the role of a Participative Approach Court in Tauranga

There are significant challenges with Tauranga’s court infrastructure that need to be addressed.
People need the right tools and infrastructure to succeed. Court staff have highlighted a need for

1 Vote Courts 2020 Briefing for the Incoming Minister, 2020
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53.

54.

55.

56.

57.

58.

59.

60.

workspaces and facilities that support their different roles, especially when they are working directly
with victims and defendants.

Following the previous Minister’s announcement for a new courthouse for Tauranga in late 2019,
which would serve as a model for future courthouse design, the IBC was prepared and subsequently
the Cabinet Committee agreed to progress Option 4: Wellbeing First on 23 September 2021.

The Case for Change — Why must investment occur in
Tauranga, now?

The High Court criminal function for Tauranga is currently run from Rotorua due to insufficient
facilities in the Tauranga courthouse. The lack of a High Court criminal function in Tauranga creates a
barrier to improving access to justice for the community, with difficulties in travel time, affordability,
and pressure on individuals’ family commitments, such as childcare. This also places a
disproportionate burden on Rotorua’s pool of potential jurors, which is significantly smaller than
Tauranga’s pool.

The Tauranga Courthouse project seeks to address infrastructure issues such as air quality and
weather tightness within Cameron House. S IQIAGI NGNS
This
has made this building one of the top priorities for funding and replacement in the Ministry’s 30 Year
Investment Choices work.

The facilities for victims, defendants and participants in other processes are outdated and do not
reflect the needs of users. There is limited access to wrap-around services which support, restore and
rehabilitate through partnership. Investment in new facilities will enable modern fit-for-purpose
facilities that enable safety, reduce contamination and enable co-location of wrap around support
services.

Victims and their whanau often feel unsafe, especially when waiting and moving around the court
building. This is driven by the layout of the courthouse where victims may cross paths with defendants
and their whanau/support. The small size of the Tauranga court means victims also feel unsafe in the
courtroom where they are in close proximity to defendants.

Participants and their whanau often feel anxious and unwelcome throughout the process of arriving,
waiting and participating. More needs to be done to design spaces which reduce anxiety and address
cultural and psychological safety, alongside the prevention of any physical harm.

Tauranga court staff report feeling unsafe due to contamination2 issues, where court staff and
defendants are forced to cross paths, and a lack of appropriate space for staff to do work and have
breaks in.s

Section 9(2)(c)
|

2n this context contamination means a situation where parties to an event come into physical proximity in a way that does or could be perceived to impact
the conduct of the event. This also applies to the movement of court information such as files.
3 Tauranga Innovative Courts Discovery Phase — Themes and Insights, 2021
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manage this, service and operational requirements have been defined as far as
possible prior to design. Additionally, the innovative approach to courthouse
design allows for flexibility in courthouse design, resulting in the ability to adapt
to future ways of working and operating models.

As described in the demand modelling section above, if current trends continue
and there are no effective business initiatives to mitigate the growing need for
physical courtroom space, then demand may exceed the capacity scope for this
investment.

The Ministry is working on operational and policy changes initiatives such as the
Criminal Process Improvement Programme and Te Ao Marama that are expected
to reduce demand, and there are also broader justice sector initiatives that may
have a positive impact.

The Ministry will establish and monitor clear opportunities and targets for its
relevant efficiency initiatives, so that these can be included and considered as
part of ongoing refinements to demand modelling. This will provide early visibility
of progress and enable contingency planning if required.

The Ministry is also developing the Master Plan for the new site, which could
accommodate further demand growth, if this were to eventuate, through a
second stage of investment.

The Crown has a commitment to Ngai Te Rangi for the sale and lease back (land
only) of the current Tauranga courthouse site, for titles associated with both
McLean House and Cameron House. The associated bill has not had a second
reading. However, this commitment will need to be worked through as both the
settlement and the Tauranga Courthouse project progress.
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152.

Commercial Case

Introduction

This Commercial Case outlines the commercial approach for the investment. Procurements for design
and planning-related services have all been completed, and therefore the procurement for
construction services is the focus for this Commercial Case.

The procurement for the main construction contractor, and the potential second procurement for the
McLean House refurbishment contractor, will include a focus on broader outcomes within the context
of Public Value.

Commercial Strategy

The Ministry developed a Commercial Strategy to outline the approach to managing the commercials
for courthouse delivery projects. This includes recognition of the importance of stakeholder
involvement in design, so courthouses reflect local communities. The Commercial Strategy is a
foundational document for this Commercial Case and the Procurement Plan that will be developed in
detail for this project. An overview of the Commercial Strategy is provided in Appendix E.

This approach requires a participatory and human-centred design process up front, and means the
design phase of new buildings will receive more emphasis than a traditional process. The commercial
approach has been developed within this context.

The Ministry has and will continue to apply and comply with the Principles of Government
Procurement and Government Procurement Rules for all procurements completed to date and will
continue to do so for remaining procurements.

General procurement approach

Procurement is fundamental to ensuring that the right providers are aware of the project, that they
submit quality offers and that the Ministry sets out a position that enables selection of the best
providers, who can work collaboratively together with stakeholders.

To enable this approach, the Ministry will seek to ensure that:

o The Ministry project team have a clear understanding of the requirements of providers of
the project —including who the potential providers are, what services they need to deliver,
how the Ministry and service provider teams will engage, and when the procurement and
services are required.

o The Ministry intends to reach broadly and early across the market. This provides
opportunities for the market to optimise its responses, including time to prepare and
considering partnering approaches that bring the best of multiple providers.

o Evaluation approaches will be focused on key attributes of personnel with experience in
the specific technical professional skills sought, but also the ability to constructively
participate in co-design activities.

The Ministry will select a single main contractor for both the new development and the refurbishment
of McLean House.
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166.

e The Ministry may direct source consumables or specific items considered high-risk from a
supply chain, or with known long lead times, or may utilise the PCSA for this.

e The Ministry may also seek to award an early works package for limited substructure works
under the PCSA as well.

Procurement approach

The Ministry wishes to obtain the best public value over the whole-of-life of the contract(s). Public
value means getting the best possible result from your procurement considering the total costs and
benefits of a procurement (total cost of ownership).

To achieve this, a multi-stage approach to market will be undertaken. This procurement approach is
in line with the Government Procurement Rules.

Stage One — ROI: The ROI stage will be used to shortlist respondents to move onto the Request for
Tender (RFT) phase. The ROI phase will primarily consist of organisational information, rather than
project specific criteria.

Section (9)(2)())

Stage Two —

Services required

The Ministry will seek a main contractor that can enter into construction industry standard contract(s),
through an ECl approach, to deliver:

e A new building, either single package approach, or two stage approach where stage 1 would
be substructure works and stage 2 would be superstructure works

LI Section (9)(2)())
LI Section (9)(2)())
LI Section (9)(2)())

LIl Section (9)(2)())

More specific requirements will be developed through the design process that is currently underway
and included in the Procurement Plan.
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Risk allocation

The table below summarises the approach to a range of commercial risks. The Ministry will use early
market engagement to understand the market's perspective on risk allocation and sharing, so that this
can be incorporated into the detailed Procurement Plan.

Section (9)(2)())
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Section (9)(2)())
Section (9)(2)())
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Section (9)(2)(])




Section (9)(2)())

Land purchase

The Secretary of Justice approved the commencement of negotiations to acquire a site in the Tauranga
CBD on 20 November 2020 to ensure a new site option would remain a viable option in the business
case.

Following discussions with the Treasury, it was confirmed the Secretary for Justice could acquire
residential properties using funding from the Ministry’s balance sheet. Following an execution of the
conditional agreement by LINZ.
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183. The due diligence and settling of contracts on the target sites were undertaken in April 2021. In June
2022, work was completed to create one new land title. The full Courthouse site is now surveyed as
one parcel of land (Lot 1 DP 576674). The title shows the land is now held by the Crown for Community
wellbeing and justice purposes.

184. A Notice of Requirement (NOR) lodged by the Minister of Justice seeking a designation for the
Tauranga Courthouse, under the Covid-19 Recovery (Fast-track Consenting) Act 2020 was
conditionally confirmed on 19 January 2023.

Figure 8: Site Location

Future of the existing site

185. The Crown has a commitment to Ngai Te Rangi for the sale and lease back (land only) of the current
Tauranga courthouse site, for titles associated with both McLean House and Cameron House. The
associated bill has not had a second reading. However, this commitment will need to be worked
through as both the settlement and the Tauranga Courthouse project progress to Phase 2 (transfer of
non-custodial services to the new CBD site).
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186.

187.

188.

189.

190.

191.

192.

193.

194.

Financial Case

This Financial Case outlines the estimated expenditure, funding and affordability of the Preferred
Option (Option 4A) identified in the Economic Case.

Summary

This Financial Case confirms that the capital and operating expenditure required under Option 4A can
be funded from a combination of the Tauranga Innovative Courthouse Tagged Capital and Operating
Contingencies and the Ministry’s existing balance sheet and baseline funding. The tagged
contingencies will need to be rephased to match the phasing of the capital and operating expenditure
of Option 4A.

Option 4A requires capital expenditure ofmiIIion and a contingency ofmiIIion (total
of up to $207.816 million) over a project period of FY 2020/21 to FY 2027/28 and has a Whole of Life
Cost (net present value of capital and cash operating expenditure over an estimated life of investment
of 65 years) of $238.520 million. From FYs 2020/21 to 2022/23 the Ministry carried out initial
preparatory work including land acquisition and demolition at a total capital cost over these years of
$23.457 million (included in the total capital of $207.816 million).

The $207.816 million capital comprises the Quantity Surveyor Base Estimate of Ry million plus
two contingency amounts calculated in the Quantitative Risk Assessment, namely, contingency from

bringing

base estimate to the mean of SRS RICIAIN)
. |

the total capital to $207.816 million).

The Quantitative Risk Assessment (QRA) has calculated that the dominant uncertainty is the rate of
inflation/construction cost escalation, followed by uncertainties regarding the cost of the link to
McLean House, project duration, McLean House refurbishment cost, Unmeasured Sundries, and
Preliminaries and General (P&G) costs.

Main Assumptions

The Economic Case concluded that Option 4A: Wellbeing First, provided best value for money of the
short-listed options and was the Preferred Option.

The costs reflect the construction of a new High/District Court Criminal Registry building at the newly
acquired site at 28, 30 and 32 Monmouth Street. Upon completion of the new building, the Criminal
Registry services will transfer to Monmouth Street from the existing building at 46 Cameron Road,
after which the Cameron Road site will be disposed of.

Civil and Family Court services will continue to be provided from the existing building at 23 McLean
Street, which will however undergo a refit to make it fit for purpose for continued use. The costings
include an option for a pedestrian link between the existing building at 23 McLean Street and the new
building at Monmouth Street.

The Monmouth Street site has sufficient space for construction of an adjacent new Civil and Family
Court building at some future time should that be required. That would be a separate, subsequent
investment that may or may not be required in the long term, hence no costs for such have been built
into this Financial Case.
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195.

196.

197.

198.

Amounts already funded and spent in the two previous financial years (FYs 2020/21 and 2021/22) are
shown, so the full financial impacts are visible and the remaining funding going forward is correctly

calculated.

All figures in this Financial Case are in nominal terms (all costs include inflation and construction cost
escalation). A detailed list of assumptions is provided in Appendix F.

Summary Financial Profile

Error! Not a valid bookmark self-reference. outlines the capital expenditure and matching funding
and the operating expenditure and matching funding, over the project period (FYs 2020/21 to
2027/28) and the first two years in service (FYs 2027/28 and 2028/29). The funding sources will be a
combination of the Tauranga Innovative Courthouse Tagged Capital and Operating Contingencies and
the Ministry’s existing balance sheet and baseline funding.

The capital outlined in the table below is up to the mean level of SESIREOIAIN)
I B
-
|

Tauranga Courthouse Detailed Business Case | 56

2texdublol 2023-07-13 12:27:05



Table 18: Summary financial profile

$m - increase/(decrease)

2020/21 | 2021/22 | 2022/23 | 2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027/28

Capital Expenditure 5.307 | 14.637 -
Capital Funding - Balance Sheet 5.307 | 11.222
Capital Funding - Tagged Contingency - 3.415

Capital Balance 30 June - -

Operating Expenditure 9.366 | 10.250 | 11.733 8.714 8.904 | 10.439 12.761 | 19.947
Operating Funding - Baseline 7.322 8.206 | 10.533 7.669 7.646 7.616 7.605 7.606
Operating Funding - Appropriation 2.044 2.044 - - - - - -
Operating Funding - Tagged Contingency - - 1.200 1.045 1.258 2.823 5.156 | 12.341

(0.000)] 0.000 | (0.000)| (0.000)| (0.000)

Operating Surplus/(Shortfall) - -

$m - increase/(decrease)

33/34 &
2028/29 | 2029/30 | 2030/31 | 2031/32 | 2032/33 | Outyrs Total

Capital Expenditure
Capital Funding - Balance Sheet
Capital Funding - Tagged Contingency

Capital Balance 30 June

Operating Expenditure 19.725( 19.820 | 19.918 | 20.019 | 20.123 | 20.230 | 211.950
Operating Funding - Baseline 7.604 7.604 7.604 7.536 8.205 8.830 | 111.587
Operating Funding - Appropriation - - - - - - 4.088
Operating Funding - Tagged Contingency 12,121 | 12.216 | 12.314 | 12.483 | 11.918 | 11.400 96.275
Operating Surplus/(Shortfall) 0.000 - | (0.000) - - - (0.000)
Expenditure

199. Table 22 provides a breakdown of the capital and operating expenditure.
Table 22

Breakdown of Capital and Operating Expenditure
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Tauranga Innovative Courthouse 2020/21 2021/22 2022/23

Breakdown of Expenditure Cultural Cultural Cultural
Capital & Operating Engagement Engagement Engagement
M & Land & Land Concept &
Purchase Purchase Preliminary
Design

Capital Expenditure

Land 5.307 14.627 0.028
L NZ Consultancy - - 0.820
L NZ & CERES Demolition - 0.010 1.215
Siteworks & Landscaping - - -

GHD Architecture Design & Monitoring - - 0.507
WSP Engineering Design & Monitoring - - 0.407
Maltby's QS Design & Monitoring - - 0.001
Peer Reviews Fire HQ, Potus, Stratum - - -

External Assurance - - -

Resource Consent - - 0.323
External PM - - 0.048
Internal Property Team - - 0.036
Internal Digital Team - - -

Internal MoJ Other - - 0.021
Other Consultant Costs - - 0.108

TA Compliance Building Consent/Dev Levies - - -
Contract Works Insurance - - -
On-Cost - - -
Structure - - -
Envelope - - -
Services - - -
Fitout - - -
Fitout & Link 23 McLean Street - - -
Fitout IT & AV - - -
Fitout Cultural lwi Delivery - - -
Furniture, Fixtures & Office Equipment - - -

5.307 14.637 3.512

Operating Expenditure

Project Operating 1.721 2.289 3.841
Ongoing Operating & Maintenance 0.913 1.200 1.200
Depreciation 0.694 0.722 0.481
Capital Charge 6.039 6.039 6.210

9.366 10.250 11.733

200. The capital expenditure over the project period o million comprises the cost of construction
of the new Criminal Registry building at Monmouth Street and the refit and linkage of the Civil and
Family Court building at McLean Street.

201. The annual operating expenditure comprises project operating during the project period, and ongoing
operating, maintenance, depreciation and capital charge.

202. Project operating expenditure over the project period totals $9.151 million. This includes initial
project costs before preliminary design including cultural engagement, concept design and business
case development. Included in the final project year are the costs of staff relocation from Cameron
Road to Monmouth Street and disposal of the Cameron Road site.

203. Ongoing operating and maintenance expenditure over the project comprises the costs of continuing
to use the Cameron Road and McLean Street buildings while the new Monmouth Street building is
under construction. Upon project completion in FY 2027/28 the Cameron Road ongoing costs are
replaced by the Monmouth Street ongoing costs while the McLean Street ongoing costs continue as
before. In the first year of the Monmouth/McLean Streets solution (FY 2027/28) the cash operating
and maintenance cost is $3.077 million, which then rises each subsequent year with inflation.
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204.

205.

206.

207.

208.

209.

210.

Depreciation reflects capitalisation and commissioning of the new Monmouth Street building and the
McLean Street refit and link upon project completion in FY 2027/28. It also reflects accelerated
depreciation over the project period of the remaining assets at Cameron Road, plus the ongoing
depreciation of the existing assets at McLean Street.

Capital Charge comprises charge on existing assets including existing fixed assets at Cameron Road
and McLean Street plus cash allocated to the project in the Ministry’s balance sheet, plus charge on
new, additional capital funds as they are drawn down into the Ministry from the Tauranga Tagged
Capital Contingency (see Funding section below).

Funding

On 4 December 2019 the Cabinet Social Wellbeing Committee agreed that work be undertaken to
establish a new courthouse in Tauranga and agreed an initial appropriation of $2.044 million per
annum operating from 2020/21 to 2021/22 and the Tauranga Innovative Courthouse Tagged Capital
and Operating Contingencies of $90.000 million capital and $2.202 million per annum operating from
2022/23 to 2024/25 [SWC-19-MIN-0197] with a further Tagged Operating Contingency of $11.400
million per annum ongoing operating from 2022/23 agreed by Cabinet on 6 April 2020 [CAB-20-MIN-
0155.09].

As outlined in Table 21, of the EEEIRIGM million total capital expenditure SEIRIEIAI0)]

$106.285 million will be funded from the
Ministry’s balance sheet and $90.000 million will be funded from the Tauranga Innovative Courthouse
Tagged Capital Contingency. Of this $90.000 million, $14.900 million has already been drawn down in
FYs 2021/22 and 2022/23 for funding the initial land acquisition and demolition works, leaving $75.100
million remaining in this Tagged Contingency.

Section (9)(2)(j) if required, will also be

funded from the Ministry’s balance sheet.

Table 21 also outlines the combination of baseline and Tagged Operating Contingency sources that
will fund the operating expenditure. In the first year in service (FY 2027/28) Ministry baseline funds
$7.606 million and Tagged Operating Contingency funds $12.341 million.

Tables 23 and 24 below outline the remaining Tauranga Innovative Courthouse Tagged Capital and
Operating Contingencies established by SWC-19-MIN-0197 and CAB-20-MIN-0155.09 (post rephasing
and drawdowns to date) and the final rephasing now required so they match the phasing of the capital
and operating expenditure of Option 4A outlined in Table 21.

Table 23

Tauranga Innovative Courthouse — Tagged Capital Contingency

$m - increase/(decrease)

2023/24 | 2024/25 | 2025/26 | 2026/27
Tagged Capital Contingency 2.299 | 29.788 | 42.812 0.201
Rephasing (1.244)] 0.148 0.911 0.185
Rephased Balance 1.055 | 29.936 | 43.723 0.386
Table 24

Tauranga Innovative Courthouse — Tagged Operating Contingency
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$m - increase/(decrease)
33/34 &
2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31 | 2031/32 | 2032/33 | Outyrs
Tagged Operating Contingency 3.819 3.819 3.819 3.818 | 11.400| 11.400| 11.400| 11.400| 11.400| 11.400 | 11.400
Rephasing (2.774)| (2.561)| (0.996) 1.338 0.941 0.721 0.816 0.914 1.083 0.518 -
Rephased Balance 1.045 1.258 2.823 5156 | 12.341| 12121 | 12.216| 12.314| 12483 | 11.918| 11.400

Quantitative Risk Assessment and Contingency

211. A Quantitative Risk Assessment (QRA) was carried out by QRA consultants Broadleaf Capital
International NZ Limited on the Financial Model for Option 4A.

212. The dominant uncertainty is the rate of inflation/construction cost escalation, followed by
uncertainties regarding the cost of the link to McLean House, project duration, McLean House
refurbishment cost, Unmeasured Sundries, and Preliminaries and General (P&G) costs.

213. The Quantity Surveyor base estimate of capital expenditure, and the mean and 85th percentile
calculated in the QRA, and the resulting contingency amounts, are set out in Table 25.

Table 25

Quantitative Risk Assessment and Contingency

Tauranga Innovative Courthouse Capital Capital
Contingency Expenditure Expenditure
From Quantitative Risk Assessment (QRA) excluding including
$M Initial Land Initial Land
Acquisition Acquisition

Equals 187.871 207.816

214. The $207.816 million capital comprises the Quantity Surveyor Base Estimate of SXSRECIAI0)

Whole of Life Cost (Net Present Value)

215. The Whole of Life Cost (Net Present Value) (WOLC) of the preferred option (Option 4A) has been
calculated over the project period (FY 2020/21 to FY 2027/28) plus the in-service period (FY 2027/28
to FY 2091/92) and comes to $238.520 million.

216. The in-service period is the life cycle of the main asset, which is the new building to be constructed at
Monmouth Street, which is estimated at 65 years. Beyond this timeframe the building is likely to
require significant upgrades. Such upgrades have been treated as separate, subsequent investments
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which may or may not be required in the long term, hence they are not included in this WOLC
calculation.

217. Within the in-service period (65 years) the WOLC calculation includes amounts for sub-asset life cycle
replacements, e.g., replacement of fitout or replacement of roof, which both have a life cycle of 25
years.

218. This WOLC feeds into the Economic Case for Option 4A where it is compared with the WOLCs for the
other short-listed options.

219. It also confirms that this investment requires Cabinet approval, in accordance with the delegations set
outin CO (19) 6.

Tauranga Courthouse Detailed Business Case | 61

2texdublol 2023-07-13 12:27:05



220.

221.

222.

223.

224,

Management Case

Introduction

This Management Case demonstrates the achievability of implementing the Preferred Option and
summarises the arrangements for successful delivery. The investment will be delivered as a
standalone capital project.

Project Management and Method

Capacity and Capability

This investment requires a level of planning, change management, and delivery. The Ministry’s project
management strategy, frameworks, and plans will be material and relevant across all investment.

The Ministry has undertaken work to ensure the achievability and deliverability of the project. To date,
this involves a comprehensive ‘Discovery’ phase to inform design and progression of the design, with
support from competitively tendered Architecture Services, Quantity Surveyors and Engineering
Services. The Ministry has also made use of the NZ Construction Industry Council guidelines as the
basis for all subsequent design phases. An external Project Manager has been procured to manage
delivery of subsequent design and construction phases.

!

The scale and scope of the construction required is within the Ministry’s experience, and this
Management Case reflects that, for the most part, the Ministry’s normal project management
approaches and disciplines will be sufficient to complete the project and achieve the benefits sought.
This Management Case also reflects the Ministry’s project management learnings through taking a
participative approach to delivery of this project to date, including the relationships developed
through engagement between the Ministry and iwi. It also includes engaging with bodies outside the
Ministry’s own governance structure to help ensure the judiciary, and internal and external
stakeholders, are appropriately involved throughout the design and development process.
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e Providing strategic direction, monitoring the project and making key decisions and/or
recommendations to the SRO and responsible Ministers in accordance with the overall
governance framework

e Supporting the SRO accountabilities associated with that role if required
e Approving or endorsing a range of project documentation
e Helping ensure the property group make effective use of its resources

e Ensuring multiple voices and viewpoints remain heard through the recommendations for
capital investment, establishment, and delivery of projects.

229. To support governance arrangements, the Project Requirements Hierarchy shown in Figure 10 has
been put in place as a guideline to understand decision rights:

Figure 10: Project Requirements Hierarchy

Scope, schedule, and budget decisions as per
business case. The selected option will set some
high-level requirements (number of courtrooms,
gross footprint, etc.)

Sign-off on the high-level requirements. Approval of
significant changes within the parameters agreed by
Cabinet / the responsible Minister. The CEO is
supported by the SLT Board and Investment Committee

Endorsement of the design brief and change
requests outside of the Project Director’s
delegated authority

Decisions consistent with achieving higher level
requirements and within financial delegations

As per contracts or direction from the
Project Director

230. Alongside the above hierarchy, the Property Infrastructure Board provides assurance that the
Property services and functions are performing to expectations and are appropriately managed. This
Board includes external members.

While it does not directly provide project level governance (the role of the Property Capital Projects
Committee), the Board does monitor the Property Work Programme including key activities and
initiatives to continuously improve the property function.
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Risk Management

251. The strategy, framework, and plan for managing risk are set out in the following:

. The Ministry’s Risk Management Policy.
. The Ministry’s Risk Management guidance.
. The Ministry’s key risk management principles.

Risk Register

252. The register lists all risks identified for the project, and information on risks is included in regular status
reports. The risk register is continuously monitored and updated.

Section 9 (2)(9)(i)
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Appendix A: Workload Modelling

263. The Ministry has developed a workload modelling tool for courts as part of its management
of operational resource requirements. This model tracks actual scheduled cases (inflow and
outflow) and associated events; and uses weightings for different types of events to calculate
workload.

264. The workload metric derived by the model is artificial; it does not directly represent or convert
to “number of hours” or some other common unit. However, it provides for a consistent
workload metric across courts.

265. The model includes forecasts of future cases and workload, based on historic trends. There
are two main scenarios for forecast workload expectations:

. Scenario A (optimistic): the growth in events per case stabilises.
o Scenario B (pessimistic): the growth in events per case continues.

266. Caveats about results of courtroom demand modelling:

. The demand ‘trend’ should be used rather than trying to estimate actual demand.

o The modelling results are indicative and should be used as such.

. It is a decision-support tool rather than a decision-making tool.

o Demand modelling alone cannot determine how many courtrooms are needed.

. Local knowledge should be integrated with the results to determine requirements for the

number and type of courtrooms.
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Appendix D: Net-value to Cost
Assessment Methodology

Net-value scoring process

The following steps were adopted to develop a net-value score for the shortlist options, prior to
overlaying a cost or value for money lens.

1 Workshop
Assessment

Duringthe workshop
participants assessed
each Short List option
againstinvestment
objectives, benefits,
and risks.

2 Recalibrate
scoring

Additional granularity
was requiredin scoring
to supportoption
differentiation. To
provide comparable
analysis across options,
allratings scales were
convertedtoa 2.5 paint
scalefor overallscoring

3 Weight
equally
Investmentobjectives,

benefits, and risks are
all weighted equally in
terms of their
contribution to the
overallscore.

4 Generate
score

This approach
generates an overall
score for each option
between 0 — 1, with 1
being the best possible
resultand 0 the worst.

5 Rank
options

Using the 0 -1 overall
score, options can be
ranked.

6 Weighting
scenarios

Calibration has been
completed to
understandthe point
whenthe individual
scores change to
modifyrankinge.g.
increasingthe weight
thatrisks contributete
the overallscore.

calculation purposes.
Workshop Assessment

Assessed Short List Options against their
ability to meet investment objectives

Assessed Short List options against their
ability to realise benefits

Assessed Short List options against their
ability to mitigate risks

AssessmentScale:

-2 = Mostincrease in risk

-1 = Some increase in risk
0 = No increase or decrease to risk
1 = Some decrease in risk
2 = Most decrease in risk

Assessment Scale:

0 = Nil contribution to the benefit

1 = Minimum contribution to the benefit
2 = Some contribution to the benefit

3 = More contribution to the benefit

4 = Maximum contribution to the benefit

AssessmentScale:

0 = Does not meet investmentobjectives

1 = Partially meets investment objectives

2 = Meets investmentobjectives

3 = Meets investmentobjectives to a greater extent
4 = Meets investmentobjectives to the greatest
extent

Shortlist option ranking process

Following the development of net-value scores, a Price Quality Method (PQM) approach was adopted
to adjust the net-value scores taking cost (WOLC) into account. This provided a value for money lens
to the assessment of the options.

Based on the NZTA PQM methodology:

1. Determine the Weighted Sum Margin (WSM), for each option, as an input for calculating the Benefit
Premium Assessment (BPA)

The WSM is the “premium” of benefits for each option, expressed as a percentage, multiplied by
the weighting of benefits (vs weighting of costs). The formula is:

WSM = (Benefit Score of option — Benefit Score of Lowest Scoring option) / 100 x (1 — Cost
Weighting)

For this assessment, the Cost Weighting was 50% and the Benefits Weighting was 50%.
2. Calculate the BPA for each option

The BPA for each option is its WSM multiplied by the expected cost of the solution overall, and
divided by the Cost Weighting. The formula is:

BPA = WSM x Cost Estimate / Cost Weighting
The Cost Estimate used for this assessment was the mean of the six options.
3. Subtract the BPA for each option from its Net Present Cost to calculate the Benefit Adjusted Cost (BAC).
The BAC is the NPC less the BPA. The formula is:
BAC = NPC — BPA
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Appendix E: Commercial Strategy Overview
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Appendix F: Financial Assumptions

e Cultural engagement, land purchase and business case development: FYs 21 to 23.
o Concept and preliminary design: FY 23.

e Developed and detailed design, building consent and procurement: FY 24.

e Construction: FYs 25 to 28.

e Entry into service/commissioning: FY 28.

e Main asset life cycle: 65 years.

e Sub asset life cycles: Envelope (Roof, Cladding): 25 years; Services (Plant & Equipment): 20 years;
Fitout: 25 years; Fitout IT and Audio-Visual Equipment: 10 years; Fitout Cultural Iwi Delivery
(Artworks): not depreciated or replaced; Furniture, Fixtures and Office Equipment: 10 years.

e Current operating and maintenance cost 46 Cameron Road building: $555,695 per annum ($2023)
plus inflation.

e Current operating and maintenance cost 23 McLean Street building: $594,485 per annum ($2023)
plus inflation.

e Current depreciation on 46 Cameron Road and 23 McLean Street buildings: $427,156 per annum
($2023).

e Current depreciation from Minor Capital Work in Progress on 46 Cameron Road and 23 McLean
Street buildings: $54,300 per annum.

e Existing fixed asset value at 46 Cameron Road and 23 MclLean Street subject to capital charge:
$14,494,443.

e Existing current asset (cash) held in Ministry balance sheet subject to capital charge:
$117,800,000.

e Accounting treatment: project opex includes cultural engagement, concept design, business case
development, staff relocation from Cameron Road to Monmouth Street buildings, disposal of
Cameron Road site; capex includes preliminary design, developed design, detailed design,
demolition of existing structures on new Monmouth Street site as part of site preparation.

e Outgoings (maintenance, rates, etc) on Monmouth Street site during the project period: $50,000
per annum ($2023) plus inflation.

e Operating and maintenance cost new Monmouth Street building: $2,310,084 per annum ($2028)
plus inflation thereafter.

e Footprint of new Monmouth Street building: 7,365 m?.

e Accelerated depreciation period applicable to 46 Cameron Road assets: FYs 24 to 27 (majority of
construction period).

e Inflation rate per annum (mean values): 8.4% (FY 24), 6.7% (FY 25), 5.0% (FY 26), 3.2% (FY 27),
3.0% (FY 28 and outyears).

e Capital Charge rate per annum: 5%.
e Discount Rate: Public Sector Discount Rate: Specialist Buildings: 7.1% Nominal.

e Revaluations: Funding for impacts of revaluations on depreciation will be separately sought as
part of external Budget and Justice Cluster process for revaluation impacts across all Ministry
buildings.

e Ministry Operational Staff: Nil change.

e GST: All costs are GST exclusive.
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Appendix G: Tauranga Court Stakeholder Matrix
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Appendix H: Benefits Map
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Appendix I: Benefits Realisation Plan

Courthouses should embody communityidentity and Jacquelyn Deputy CE,
values. Honouring the whakapapa and mauri of a Shannon Group
courthouse environment is necessary to fulfil their civil Richard Manager,
purpose. In doing so, the delivery of justice is - Courts and
R . . Williams R
connected with a thriving community. Tribunals
Jun-28
Usersatisfaction survey: Increase very safe "feeling of
safety" response from 72% to atleast 90% in the court 10%
user survey within one year of the new courthouse
opening
Availability of physical courtrooms should not unduly
constrain fairand timely access to justice. The design Jacquelyn Deputy CE,
and layout of the courtrooms should enable local Shannon Group
access to justice and cater forvictims and those with Richard Manager,
specific accessibility needs such as those with . Courts and
. L . . Williams R
disabilities and impairments. Infrastructure should Tribunals
enable people to be seen, heard, and understood
Jun-28
All physical courtrooms meet accessibility standards:
Increase facilities rating from 66% to 90% in the court 12.5%
usersurvey within a year of the new courthouse
opening
There will be no unavailability due to building 12.5%

condition orissues in the next 10 years.
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The courthouse provides a healthyand safe
environment.

All health and safety standards are met. Increase the
SRA from 78% to at least 90% within 3 months of the
new courthouse opening.

100% NBS for new builds, 67% NBS for redevelopments

The courthouse is designed in a waythat supports
resilience for the future in terms of demand, the use of
technology, and changing work practices. The design
will prioritise opportunities and spaces to provide
flexibility for new and enhanced ways of working to
deliver better justice outcomes.

Buildings are designed to enable and support future
changes in service provision and initiatives. e.g. Te Ao
Marama, CPIP can be achieved —evidence through
relevantdesign approvals.

This will be explored through a qualitative review
which will include capturing the voice of court users
and will look atissues such as facility utilsation

patterns within 18 months and then again 36 months of

the new courthouse opening.
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Appendix J: Chief Executive’s Letter

[TBC] June 2023

Hon Kiritapu Allan
Minister of Justice

Ministry of Justice Tauranga Courthouse

Detailed Business Case

This Detailed Business Case is a significant deliverable of a strategic project to confirm value for money
options to meet the Ministry’s future court infrastructure requirements in Tauranga.

| confirm that:

e | have been actively involved in the development of the attached investment proposal through its
various stages

e | accept the strategic aims and investment objectives of the investment proposal, its functional
content, size and services

e the indicative cost and benefit estimates of the proposal are sound and based on best available
information

e the financial costs of the proposal can be contained within the agreed and available budget based
on the operating to capital swaps proposed in the indicative business case.

e the organisation has the ability to pay for the services at the specified price level, and

e suitable contingency arrangements are in place to address any current or unforeseen affordability
pressures.

This letter fulfils the requirements of the current Better Business Cases guidance. Should either these
requirements or the key assumptions on which this case is based change significantly, | will seek your
direction on the way forward.

Should at any time the whole of life cost forecast materially exceed the estimates provided in this
Business Case, | will discuss the need with you to brief Cabinet on the project and any related decisions
that may be required.

Yours sincerely

Andrew Kibblewhite
Secretary for Justice
Ministry of Justice

Pages 90-94 withheld under Section 9(2)(c)
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