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2.

Materials To Support Announcement Regarding Additional
Funding To Complete New Prisons Building Programme

1. Purpose

This is in response to a request from the Minister's office for a set of
issues/ responses material, to be considered in the event of a decision
by the Government to make a public announcement relating to the

Progress report on the Regional Prisons Development Project (RPDP~

The Public Case ~ ?V;;~
The public / media issues relating to this matte~~ br@~ .categones; 'V '\:) v \'0

• the cost escalation on two facilities. ~ comp~~ this relates
to market pressures and mitigatioQ/f'~'tJt~ent~Fti~~re outside the

Department's control and co~~" ~~u:o/tion sector,
• these pressures are compo~~ th~arf~ar pressures of

providing high security t~~)Vhic~~~,fe>specialist constructionmaterials and metho~~ ~~\)
• the fact that th~ation iS~~~ being signaled when the extreme

market con~)On~e be?\'aP#ent for some time,

• a likely ~~ici~~~ facilities are too elaborate, and

• ~IJ>;>C~ ~~~onstruction programme the Department is
ttV$M, in botn~t;~g and new facilities, and the largely on time and

~ NbtidgelrPerforrrt8hce.3.~e~r
~ • ~ ~al costs now confirmed with the Government are the final

'ZS d~P-~costings for facilities necessary to enable safer communities and~ ~t projected prisoner demand.

©~.Escalations are the result of overall market pressures and pricing
() increases. These are common across the construction sector, but

especially acute in the regions involved.

• In addition, final designs for the facilities have now allowed for final
costings to be assessed.

• Construction of high security facilities is inevitably expensive; because of
the high component of materials such as steel reinforced concrete and
security technologies which are highly engineered. The Department is
involved in a major construction programme, spread over a number of
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years, to meet the demands of increasing prisoner numbers and improve
rehabilitation outcomes.

Of the four new facilities, the Northland Region Corrections Facility was
delivered on time and within budget and Auckland Region Women's
Corrections Facility is tracking close to budget. Only the more recent Spring
Hill and Otago Region Corrections Facility have been caught by the
relatively recent market pressures and price increases.

Those messages now flow through the following draft media release, and

issues and responses. «/) A ~

4. Key points for a Ministerial media announcem~~ ~»~
• The Department of Corrections has COnfil<U!~1~he G~lJ'lent a

final capital cost of just under $890 m)Jlon ($88)),8~~ f'9r the fournew prisons currently under dev~~ ~-J

• As part of continuous review o~~ct li'Te~ment has also
confirm~d a timet~ble wh,i~~m"SeevEo~s~~t~~-of the Auckland Region
Women, s Corre~~lon Fa3.llitz~om'~letefl~ ~1~2{)06."and the Otag~

Corrections Facility arW~~~'II~cY~~~S Facility completed Inearly and mid 2007~er~ \;,\> -

• A new facility ~hJ ro;':':~d iast year and is now running atnormalc~ ~ ~

• The fi~~co~overali project include final budgets for
Spring~!,? where"fh~~is an increase, over previous budget projections,
of W~miflio~~~~1 budget of $380.3 million and for Otago, where

~1ffslin ir0~J $43.1 miliion to a final budget of $217.9 miliion.
, X~i~e~

ain~<0V~~eVextreme pressures of the current boom in construction, which are

~ 'V~~~ommon across the overall New Zealand construction sector at this

/) "V time, combined with other external market factors, which are

~ impacting the costs of labour, materials and commodities such as

~ fuel. These pressures are especially marked in the Auckland andQ Otago regions, where the facilities are located .
• The final designs, incorporating the impacts of land

development, mitigation and other related factors have only
recently been confirmed and costed .

• The final assessment of the impact of regulatory and consent
requirements on the Otago and Spring Hill corrections facilities.
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• The Department has kept the Government informed on the effects
of forecast construction pricing movements since provisional
estimates were first made.

• The final construction costs have been reviewed by the
Department's quantity surveyors. Consistent with best practice the
Department and Treasury are to conduct a further review of the
overall scope of the facilities to assess if any further savings can be
made.

• Treasury and the State Services Commission WiR@':Yiew~
process of establishing final construction COm?leyo~0>sts,t~ ~o/porate

any relevant learnings into future capital wor~eVaJop~~~/
• The new facilities are part of a very suast~onst1\retio'iwrogramme

by the De~artment of Corrections ~"0JYirtQ>-extens~..}Xi~ting facilities

and new sites. In the last 12 mOVlt~s~~r 709~~,oJ5lal prIson beds

have been provided on time~ge~
• The construction program~~Jcessg~~eet the demands of rising

prisoner numbers, an~~~h~~\Qqltr:nent's overall goal ofreducing the rate O,~~-Q~-rMingin \~~Jealand and successfully
~ I~tlr infutRo

~~~
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