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Foreword to the 3 Waters PBC
Corrections portfolio of institutional facilities is one of the largest in NZ and covers 18 prisons with allied site
support functions, rehabilitative and offender employment facilities and other services adding complexity to
our property footprint. An increased focus on strategic asset management and long-term planning to enable
a resilient, compliant and fit for purpose custodial network has led us to this Programme Business Case (PBC)
centred on 3 Waters infrastructure.
In responding to the essential role 3 Waters infrastructure plays in enabling a resilient prison network, an
increasing 3 Waters regulatory and compliance regime and increasing government and public expectations in
the management of water resources, this PBC details a pathway which sensibly takes us from investigations
and building the Department’s insights through to a prioritised capital programme.
The PBC outlines the requirement for investment firstly in the form of urgent investigations and investment
in infrastructure which has very high risk of failure. It then outlines a preferred option to meet our 3 Waters
service obligations and materially reduce the Department’s risk levels of harm to people and the
environment by FY 2035/36 while enabling Corrections to meet regulatory requirements for human health
and environmental standards by FY 2025/2026 through a staged series of works for which funding will be
progressively sought.
Overall, these investments will ensure that Corrections has resilient and compliant infrastructure upon which
our critical 24/7 operations depend, with outcomes which fulfil the Governments overarching goals in
infrastructure investment management and the management of NZ’s water resources, and importantly
enables us to align with the priorities of our Crown treaty partners, our communities and our many
stakeholders.
In signing this statement, I acknowledge that I am responsible for the information contained in the
Programme Business Case.

Andrew Robertson
Deputy Chief Executive – Infrastructure and Digital Assets.

May 2021

Programme Business Case | Critical Infrastructure & Compliance: 3 Waters | 3

Department of Corrections | Critical Infrastructure & Compliance: 3 Waters Executive Summary and 5 Case Summaries

Executive Summary
This Programme Business Case (PBC) seeks formal approval to expedite significant investment in 3 waters
infrastructure and compliance works. This investment will apply to all 18 prisons and 3 Waters types in the
Corrections network via a recommended programme option ‘Proactive Stewardship’.
This programme will address levels of risk that are unacceptable to the Department, including loss of prison
services due to 3 Waters infrastructure and compliance failure and the resulting harm to people and the
environment.
The key practical drivers of this risk include: the age of the Department’s 3 Waters asset infrastructure; the
inability of these assets to meet pending 3 Waters compliance legislation 2021-20261; inability to mitigate
increasing climate change impacts; a severe lack of 3 Waters asset data and management tools such as levels
of service, resilience policies and design standards, and; the inability of the Department to fund this
investment within acceptable timeframes from our current funding envelope.
Continuing with the status quo is not an acceptable option.
The full Proactive Stewardship programme recommended in this PBC consists of 1,237 interventions,
sequenced, and costed per prison, and water type, into 4 Tranches over a 16-year delivery period for a
forecast financial cost, including inflationary pressures, of S 9(2)(i)
. The Tranches and component
interventions are prioritised by their ability to reduce infrastructure and non-compliance risks as well as by
prison criticality2. To enable Corrections to execute this recommended programme, the Department is seeking
funding through multiple budget bids.
The allocation from Treasury in Budget 2021 was:
•

•

The Budget 21 bid “Critical Infrastructure & Compliance (3 Waters)” established a Capital
Contingency of $5.4m and Operating Contingency of $15.2m for the Tranche 1 works only, which is
the first 2 years of our 16-year delivery timeframe.
This allocation is contingent on Cabinet considering this PBC.

Corrections will also fund an additional capital expenditure cost of S 9(2)(i)
in year 1 and S 9(2)(i) in year 2
respectively, excluding inflation, from within our existing vote envelope. In addition, the Department funds an
average S 9(2)(i) opex pa on 3 Waters maintenance which cannot be re-purposed. Funding requests for Tranches
3 ‘Build Resilience’ and 4 ‘Future Focussed’ will be a feature of future business cases.
This PBC assesses 5 Programme Options; to meet our 3 Waters service obligations and to materially reduce our
risk levels of harm to people and the environment by FY 2035/36 while enabling Corrections to meet
regulatory requirements for human health and environmental standards by FY 2025/2026.
It then outlines the recommended programme, “Proactive Stewardship”, as the best option to achieve our
investment objectives and obligations within a practical timeframe and with an efficient use of funds. The
need for investment is presented across the five cases outlined below and which follow Treasury’s Better
Business Case guidance.

1
2

30% of assets are ‘very high risk’, 39% are ‘high’ or ‘moderate’ risk of failure. Economic Case, ‘Risk assessment summary’.
Prison criticality is determined by a comparative assessment between all 18 prisons as to difficulty of prisoner relocation.
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The Strategic Case – Making the Case for Change
Corrections is responsible for a significant network of 3 waters infrastructure with an estimated replacement
value of more than $200 million. This asset base has been built up over many years, often in a piece-meal
fashion, and with many unknowns. Many assets are now particularly old and close to, or past their intended
life. Nearly half of the prison facilities are more than 50 years old.
In administering the prison network, Corrections is committed to its strategic obligations and the objectives
that support them. Several key obligations have come to prominence in recent years and have rightly
increased government, departmental and community expectations of asset management expertise on the
Department. They include:
1.

2.

3.
4.
5.

Good asset stewardship including sufficient funding of Prison infrastructure, as per CO (19) 6
‘Investment Management and Asset Performance in the State Services’. And as part of this, compliance
to pending 3 Waters legislation and reforms due to take effect from 2021–26,
The Departments’ Hōkai Rangi strategy, endorsed by cabinet, to humanise, heal and improve health,
safety, wellbeing, and cultural alignment across the prison network. The Department recognises this is a
key factor in reducing re-offending, improving the long-term life outcomes of prisoners and in
discharging our duties as a good employer to our staff,
The Government’s Living Standards Framework, including improved prisoner life outcomes and
improved health, safety and wellbeing in our workplaces and communities,
A realistic and enduring response to the threat of Climate risks to our services; including drought, floods,
and their consequences to the quality of life and rehabilitation programmes for prisoners and
Maintain the Department’s reputation to levels that help ensure trust in Government.

Three waters infrastructure is a crucial contributor to achieving these strategic obligations.
Corrections believes we must respond to these obligations to materially reduce the service risks we have
quantified in this PBC and reduce risk of harm to people in our care, staff, communities and the environment
to acceptable levels.
The Department also believes we must respond within a timeframe that prevents an increase in these risks and that therefore prevents an associated risk of an increase in the cost, time and complexity associated with
addressing them.
Corrections’ current state analysis and our assessment of the gaps3 between our current state and what we
need to do to achieve reliable 3 waters services to meet our service and compliance obligations confirms the
Department will not meet these asset management expectations within a practical timeframe.
The first step we took in our PBC approach was to identify the best way to address these gaps. An Intervention
Logic Map (ILM) was developed with Corrections staff from across the Department. We did this with guidance
from a Treasury approved ILM facilitator, to explore and define; the problems, material causes and
consequences, the investment objectives, and the intended benefits of future investment.
Through this process, two core problem statements were identified, which underpin the need to expedite
major investment in our critical 3 waters infrastructure. These are:

3

These gaps are related to the state of our asset base condition and data, current and pending non-compliance, lack of resilience to

climate change, existing institutional capability and capacity levels and current funding envelope
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Proposed procurement, funding, and delivery arrangements
Procurement
Tranche 1, ‘Lay Foundations’ is largely comprised of investigations, institutional changes, early optimisation
of current assets, and the renewal and construction of smaller scale but critical infrastructure to address our
most urgent water safety issues across all 18 prisons. Tranche 1 also comprises the design of more major
Tranche 2 capital interventions for Auckland Prison, Rimutaka, and CMP. This tranche will be procured
following Corrections’ existing go-to-market procurement process, which follows the Government
Procurement Rules.
Wherever possible and appropriate, Corrections will utilise our existing AM/FM arrangements with Downer
and Cushman & Wakefield and our seconded 3 Waters technical specialists to drive value for money and
mitigate market capacity risks. This may result in our AM/FM providers entering into an Alliance or
Construction Management or Management Contracting arrangement or otherwise bringing other
contractors under Downer or Cushman & Wakefield’s project management services as sub-contractors.
However, this does not preclude Corrections from choosing to accelerate works falling within the scope of
existing contracts; including investment in new infrastructure and other strategic interventions; by seeking to
procure through other channels to build supplier capability, source specialist expertise and or reduce delivery
risk through over-reliance on a limited pool of suppliers.
Detailed consideration of the procurement strategy for Tranches 2, 3 and 4 will take place through a Single
Stage Business Case planned for each of the individual tranches or major projects within the programme;
following approval of this Programme Business Case, endorsement of the recommended programme option
and approval to approach the market to procure Tranche 1.
Funding
The full Proactive Stewardship programme recommended in this PBC consists of 1,237 interventions,
sequenced, and costed per prison, and water type, into 4 Tranches over a 16-year delivery period for a
forecast financial cost, including inflationary pressures, of S 9(2)(i)
. The Tranches and component
interventions are prioritised by their ability to reduce infrastructure and non-compliance risks as well as by
prison criticality10. To enable Corrections to execute this recommended programme, the Department is
seeking funding through multiple budget bids.
The allocation from Treasury in Budget 2021 was:
•

The Budget 21 bid “Critical Infrastructure & Compliance (3 Waters)” established a Capital
Contingency of $5.4m and Operating Contingency of $15.2m for the Tranche 1 works only, which is
the first 2 years of our 16-year delivery timeframe.
• This allocation is contingent on Cabinet considering this PBC.
Corrections will also fund an additional capital expenditure cost of $S 9(2)(i) in year 1 and S 9(2)(i) in year 2
respectively, excluding inflation, from within our existing vote envelope. In addition, the Department funds an
average S 9(2)(i) opex pa on 3 Waters maintenance which cannot be re-purposed. Funding requests for Tranches
3 ‘Build Resilience’ and 4 ‘Future Focussed’ will be a feature of future business cases.
Delivery Arrangements
Next steps for the preferred Programme Option are tightly sequenced. Maintaining momentum through
regular monitoring of the programme’s critical paths will be integral to managing delivery risks implicit in the
programme. A continuation of existing expanded Programme governance and management structures will
seek to reinforce the following core governance principles:

10

Prison criticality is determined by a comparative assessment between all 18 prisons as to difficulty of prisoner relocation.
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•
•
•

Clarity of responsibility and accountability
Timely and effective decision-making
Separation of decision-making from stakeholder engagement

The top three risks to the successful delivery of the programme have been identified by the Programme
Team and are set out below. Strategies to manage these risks will be developed and their management will
be a core focus of the Programme Governance function.
•

•
•

Asset information risk: Corrections has a poor record of the condition of our 3 waters infrastructure.
The detailed investigation phase in Tranche 1 may expose that the overall condition of our 3 Waters
assets are worse than anticipated, and therefore bears a higher risk than is currently understood.
Risk to operations: Prison facilities are at risk of service disruption through the implementation of
this programme which could impact on the safety and wellbeing of people in our care and our staff.
3 Waters supplier market capacity: Limited supplier capacity, particularly in light of the highly
specialised skillset required for some aspects of programme delivery, increased demand nationally
for 3 Waters skills and materials due to wider three waters reform, similar 3 Waters risk profiles
across other local and central government bodies and supply constraints compounded by COVID-19
restrictions, such as low immigration and longer lead in times on materials anticipated in the early
stages of the programme, may lead to increased programme costs, reduced funding or material
delays.

Programme governance and delivery structures will seek to reinforce clarity of responsibilities and
accountabilities, along with timely and effective decision-making, risk management and regular reviews and
stage gate monitoring.
The approach to communications and engagement within the programme will reflect the reality that the
programme team cannot be successful without strong buy-in from, and collaboration with, key stakeholders.
Strong engagement with Corrections’ operational arm, Corrections Services, will be critical for the
programme to be successful. An overarching communications and engagement plan will be developed for
the overall Programme and then within this, for each programme area (tranche of projects). These plans will
articulate a communications approach tailored to each site as well as overall to senior stakeholders. It will be
driven by the programme team with support from communication and engagement specialists.
Communications and engagement plans will also identify appropriate engagement strategies with Taumata
Arowai, Infracom, MBIE, other Government departments embarking on similar 3 waters programmes such as
NZDF, DIA, DOC, and Education, our water suppliers and local government, iwi and hapū, unions, AM/FM
providers, 3 waters technical specialists, the construction sector, and where necessary the wider community.
Next Steps
This Programme Business Case seeks consideration from Cabinet of this PBC in order to start the preferred
programme of works and to:
• Commence formal engagement with the market to procure goods and services required to deliver
Tranche 1.
• Commence formal engagement to sound out the market for the delivery of Tranches 2 to 4.
• Proceed with a Single Stage Business Case for Tranche 2.
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Strategic Case Summary
Corrections is responsible for significant 3 Waters assets across 18 prisons, with an estimated replacement
value of more than $200 million. In administering the prison network, Corrections is committed to our
responsibility for being proactive asset stewards, with reference to Cabinet Circular CO (19) 6 and to
safeguarding and improving the health, safety and wellbeing of those in our care and our staff, with 3 Waters
infrastructure being a crucial contributor to this strategy.
The existing three waters infrastructure is not supporting these objectives as it is severely aged with nearly
half of the prison facilities more than 50 years old, and 70% of 3 Waters infrastructure presenting with
unacceptable risk levels for failure. Our 3 Waters infrastructure is classified as being in a poor condition, with
recent fault history suggesting that the condition of assets is deteriorating at an accelerating rate, and in
some cases has insufficient functionality to meet Corrections’ service and current compliance requirements.
Further compounding these issues are climate risks, pending three waters reform, poor three waters asset
data, localised prison population pressures, Covid 19, and changing iwi and community expectations. These
issues can be summarised by two core problem statements identified through this PBC, which underpin the
need to expedite major investment in critical three waters infrastructure:
1. An increasing risk of loss of three waters services is compromising our ability to manage people in
our care, potentially leading to serious harm.
2. Inability to meet community expectations and legal obligations (new 3 Waters legislation, RMA, and
supply agreements) is heightening risk of enforcement action and unplanned prison closure.
Corrections’ Strategy, Hōkai Rangi, requires humanising and healing environments that do not further harm
people in our care. Therefore, 3 Waters asset failure or service loss is unacceptable. Put simply, every day
that significant investment is not made to enhance Corrections’ existing three waters infrastructure places
the health, safety and wellbeing of our staff, prisoners and the community at heightened risk. The absence of
significant investment means we are failing in our role as proactive asset stewards and the risk of noncompliance with CO19 (6) and we will continue to carry significant cost inefficiencies and risk a loss of public
confidence in the Department. This is an unacceptable risk to carry and doing nothing is not an option.
The overall outcome sought from the proposed investment in Corrections three waters infrastructure is to:
materially reduce the risk of harm to people from failures in our water services by FY 2035/36. To do this,
Corrections are seeking to achieve the following two investment objectives:
1. All our prison facilities have a reliable provision of three waters services by FY 2035/36
2. All our prison facilities meet regulatory requirements for human health and environmental
standards by FY 2025/2026
Taking swift, decisive, and co-ordinated action to address our risk drivers for investment in 3 Waters
infrastructure will result in key benefits for people in our care, our staff and the wider public, including:
•
•
•
•
•
•
•
•
•
•
•

Continuity of service provision, good asset stewardship and compliance with Cabinet Circular CO (19)6
Compliance with 3 Waters legislation, consents, and supply agreements – current and pending
Mitigation of health and safety risks associated with relocating prisoners within and between prison
sites and cancelling of prisoner rehabilitation activities in response to 3 Waters services disruption
Improve the Departments’ resilience to climate risk impacts such as drought and flood
Greater cost effectiveness and improved 3 Waters infrastructure management capability by minimising
unplanned repairs or enactment of business continuity plans in response to loss of 3 Waters services.
Increased health, safety and wellbeing and improved environmental outcomes
Increased trust in the Department with iwi, local authorities, water suppliers, and the wider public
Improve the Department’s resilience to fluctuating demand due to loss in one part of the network
Increased health, safety and wellbeing and improved environmental outcomes
Increased trust in the Department with iwi, local authorities, water suppliers, and the wider public
Improve the Department’s resilience to fluctuating demand due to loss in one part of the network
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Corrections has an asset improvement programme in place with supporting funding. However, it would likely
take us over 100 years to complete all investments required to reduce Corrections risk exposure to below
‘moderate’.11 Put simply – this timeframe is unacceptable and additional investment is required to reduce
this risk exposure to more acceptable levels.
Cabinet Circular CO (19)6 – In the absence of formal Department Levels of Service for 3 Waters Critical Assets
(which will be developed as a priority within our recommended PBC Programme), Corrections has taken the
view that a low residual risk (as our risk appetite) is the correct and prudent target to set in order to
demonstrate good asset stewardship, as Jeremy Lightfoot CEO and Andrew Robertson DCE Infrastructure and
Digital Assets have been directed to do, by CO (19)6.

Please note: This Case was researched and written between July – November 2020 with a short update to
finances done post the Budget 2021 announcement. Some information may have changed since then. For
example, greater clarity around 3 Waters reform and pending Legislative change which may not now be
accurately captured.

11

The Financial Case demonstrates that the ‘Proactive Stewardship’ programme of 16 years duration has an implied cost of S 9(2)(i)
(including inflationary pressure). Given that current funding is S 9(2) capex p.a. post FY 22-23 (nominal value - no inflation & no
(i) years.
discounting) this implies an investment programme of over 100
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Note on Benefit Cost Ratio (BCR)
Corrections have not assessed options based on a Cost Benefit basis, as this business case is risk-based, not
benefit-cost-based. We have identified unacceptable risks and the interventions and costs required to
address them. As such, we have not included either a Benefit Cost Ratio (BCR) table or an Economic table.
We have included finance tables within the finance case of this PBC as confirmation of funding, with the
difference being that finance tables include inflation, depreciation and capital charge and represent the cost
of the interventions and the amounts requested to fund.
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developed following the approval of this business case and endorsement of the recommended programme
option.
This may include:
•

•

•

The asset investigation component of Tranche 1 (the first two years of works), in accordance with Rule
14 .9 d i ii iii ‘Exemption from open advertising’ and as part of the existing Downers contractual scope
these work packages will be directly negotiated. The resulting capital works will be developed in
accordance with Rule 27, ‘Technical Specifications’.
o In accordance with the overriding good procurement principals within the Government
Procurement Rules of public value and better outcomes, it would not be fiscally prudent to
openly tender the 3 Waters Tranche 1 exploratory and investigation works which are intended to
confirm or otherwise, the need for asset optimisation, asset renewals and new assets in Tranches
2–4, nor to tender the capital expenditure planned for completion in Tranche 1 that will optimise
or renew current assets or build new assets.
The consultancy service component of Tranche 1, consisting of institutional change and strategic
investigation packages of works may include:
o Retaining the seconded 3 Waters technical capability currently incumbent within the Corrections
3 Water team to assist the Department to progress a portion of the institutional and strategic
investigation interventions while the Department prepares to go to market for suppliers to
provide the balance of those interventions.
o Approaching the Government Consultancy Panel with an Expression of Interest (EOI) to establish
a 3 Waters consultancy panel for Corrections’ 3 Waters programme.
o The Department will also seek both technical and value for money alignments with similar
procurement endeavours the Department is progressing for their overall Asset Management
Master Planning initiative.
Tranches 2-4 will be openly advertised, contestable work packages.
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Allocation from Treasury in Budget 2021:
•

•

The Budget 21 bid “Critical Infrastructure & Compliance (3 Waters)” established a Capital
Contingency of $5.4m and Operating Contingency of $15.2m for the Tranche 1 works only, which is
the first 2 years of our 16-year delivery timeframe.
This allocation is contingent on Cabinet considering this PBC.
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