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Foreword: Rapid responses to burning questions
Tēnā kōutou,
It is no secret that efforts to redevelop
the Gracefield site have been
underway for over a decade, and a
wide group of influential stakeholders
share an interest in the programme.
On this page we have framed up
some of the questions that we have
heard being asked about what
makes this Programme Business
Case different.

Q. Why does NZ need an HVMS Innovation Quarter?
Successive Governments have indicated the importance
of research and development (R&D) to achieving New
Zealand’s economic growth, prosperity and wellbeing
targets. “Having the right support for hi-tech start-ups is
crucial for us in achieving our goal of increasing R&D
expenditure to 2% of GDP.” 1
An Innovation Quarter dedicated to enabling ideas and
knowledge to be translated into commercial success in
the High Value Manufacturing & Services sector supports
the Government’s Research, Science and Innovation
goals. While New Zealand’s manufacturing sector
contributes 12% of GDP and employs 11% of
New Zealanders, it also accounts for over half of our
total exports.
Our location and relative size in the world places us at a
natural disadvantage to compete with commodity (low
value-add) products. Future success for New Zealand on
the global stage must come from the growth of high
quality, high value manufacturing. Most businesses in
New Zealand are not in the position to individually invest
in the specialist skills and equipment required to
undertake R&D in areas like robotics. advanced materials
and integrated bioactive technologies. Solving complex
technical problems requires close collaboration and easy
access to experts and cutting edge equipment.
Q. Why an Innovation Quarter at Gracefield?
Already present at the Gracefield site is the:
▪ Capability – 200 scientists and engineers, many
pre-eminent in their fields.
▪ Capacity – the site has the capacity to
accommodate development.
▪ Infrastructure – HVMS innovation already
occurs onsite with existing facilities.
Upgrades are required, but at lower cost
than building elsewhere.
▪ Regulatory approvals – HVMS in some cases
innovation requires environments that are strictly
controlled by safety regulations. Gracefield has

MBIE’s ‘Beyond Commodities’ Report 2 Appendix 1 [Gateway
Review 0/1 Report (April 2018), p.7-8]
1
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▪

▪

the required consents. These consents would be
very difficult to obtain for any other site.
Location – a 20-minute drive from Wellington
City, and 30 minutes from the airport. As noted
by the Gateway Review Team, this is a short
distance. With improved transport links, GIQ
would feel much closer.
Support – there is strong key stakeholder
support, currently tempered by slow progress in
developing the site.

Q. What are the problems with the way it is now?
The effects of deferred maintenance over many years
were compounded by the November 2016 Kaikoura
earthquake. There is a long list of issues with the site that
include earthquake prone buildings, leaking roofs, end-oflife asbestos, aged infrastructure and general
dilapidation, that raise serious questions about the
government’s ability to provide duty of care to the people
working onsite. The January 2018 Gateway Review
described the Gracefield site as a ‘national disgrace’
when it ought to be a ‘national treasure.’ In many cases
any work to make improvements to buildings on the site
requires bringing them in line with requirements under
relevant laws and regulations. In the absence of a clear
to commitment to the site by the government, tenants at
the site have similarly been unprepared to invest in
necessary upgrades. Beyond the physical condition of
the assets onsite, key stakeholders have been eloquent
in describing the problems with the way things are. A lack
of vision for the site and its activities has been identified
as the originating issue, resulting in a lack of willingness
for any party to commit or invest in the site. As a result,
the condition of amenities has fallen below minimum
standards affecting the ability of occupants to do their
work safely and accurately. Despite this, the scientists
and equipment at Gracefield continue to produce
world-leading R&D, but, New Zealand’s top scientists
and engineers should not be asked to work in
these conditions.

strategy. The future will see Gracefield offer ‘Science
as a Service’ and managed tenancies. In partnership with
key stakeholders, a shared vision is developing for the
Gracefield site that will provide the necessary
confidence for stakeholders to invest themselves in the
site. The vision itself is driven by the Callaghan
Innovation strategy.
To build early confidence, tranches of work have been
developed to address the reactive and deferred
maintenance required. These ‘Tactical Estates Business
Continuity Projects’ are essential first steps and will
provide stepping stones to build capability to deliver the
transformational projects envisioned in later tranches.

Q. What happens if we don’t fix the problems?
We are currently planning for the Tactical Estates Works.
Should this work not proceed, Callaghan Innovation (as
steward of the site) will be in breach of its Duty of Care
obligations, representing significant risk to the
Government. With no investment, the site must close.
Remediation of the site will need to occur, and with a
history of known and unknown chemical contamination
the costs to close have been estimated to be $50m.
The contribution that the site and its people make to the
HVMS sector and the New Zealand economy will be
dramatically affected, as much of the equipment cannot
simply be relocated without consents for operation.
It can reasonably be assumed that talent will be lost and
re-establishing an HVMS Innovation Quarter at a later
date would need new momentum.
Ngā mihi,

Vic Crone
CEO
Callaghan Innovation

Q. How do we fix the problems?
A new Executive Leadership Team at Callaghan
Innovation, along with a new GIQ Planning Manager, has
brought enthusiasm, a fresh perspective, and urgency to
Gracefield. Callaghan Innovation has a new five-year
Strategy that refocuses the organisation on managing a
pipeline of innovation. Gracefield is at the heart of this
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Executive Summary
This Programme Business Case (PBC) seeks formal
approval to:
•

•

•

Invest $35.8 million of existing Advanced Technology
Grant Capital Appropriation in a Tactical Estates
Continuity Programme for Gracefield Innovation
Quarter (GIQ). Specific approval is sought to
drawdown $18 million for 2018/19.
An additional capital investment of $51.1 million.
A new Capital Appropriation is requested for the initial
programme to enable Callaghan Innovation to
step up to fulfil its duty of care responsibilities to
its employees and tenants.
Provide for increased operating costs of $21.6 million
to fund increased operational costs related to the GIQ
programme in 2019/20 to 2021/22 as follows:

GIQ stands alone as a government entity who’s sole
focus is to connect science and business by helping
companies develop, prove and commercialise the next
generation of products and services. GIQ has expertise
and specialist equipment to provide R&D services unique
to New Zealand in:
•

•

•

•
•

•

Increased baseline appropriation is requested for
depreciation of $11 million to 2021/22 with
continuing costs into future years
New time-limited funding is requested for
programme operating costs of $10.6 million to
2021/22. Further time-limited funding may be
requested subject to future business cases.

This programme business case follows the five case
model as per Treasury Better Business Case guidance.

GIQ’s contribution is already significant
This PBC directly supports the government’s goal to raise
R&D expenditure to 2 percent of GDP by 2027. GIQ has
a significant role to play in supporting the government’s
ambition to shift New Zealand to a more productive
economy, where we work smarter, harness and create
new technologies, move up the value-chain and reduce
our reliance on the export of raw commodities.
GIQ, its infrastructure, facilities, people and the services
it provides play a direct role to support the growth and
distribution of the Four Capitals under the Treasury Living
Standard's Framework.

Executive Summary

•

Internet of Things and Data Solutions – including
microfabrication, transducers and sensing,
wireless communications, data science,
computer vision, assisted devices and
augmented reality and virtual reality
Advanced Materials – selecting the best
materials for product or process development,
materials characterisation and testing
Advanced Manufacturing – advanced
engineering, robotics, automation and
manufacturing technology
Integrated Bioactive Technologies – transforming
biological resources such as meat, dairy, plant
and seafood products into high value products
Measurement Standards – world-class calibration
and verification, measurement, consultancy and
R&D services that underpin New Zealand’s
regulatory compliance and international trade.

GIQ helps businesses to develop their proof of concept,
to get this proof of concept ready for production at scale,
supports innovation in business processes as well as
working on collaborative science projects across
academia and industry.
GIQ is a physical demonstration of the Government’s
commitment to creating a stronger and fairer economy
that is focussed on improving the living standards and
wellbeing of all New Zealanders. By enabling innovators
to reach their goals, GIQ makes a direct contribution to
the government’s efforts to transition to a modern
economy that is more productive, more sustainable, and
more inclusive; an economy fit for purpose for our
children and grandchildren.
Callaghan Innovation was established to help address
a number of inter-related issues facing the economy,
which include:
•
•
•
•

Along with a number of small and medium businesses,
New Zealand’s top R&D performing companies use
GIQ’s services including Gallagher Group, Rocket Lab
and Navman. Fisher & Paykel Healthcare’s first respirator
was developed for commercialisation at the site in a
partnership that continues to today.
In the last 25 years the Research and Technical Services
(RTS) teams have been awarded 64 Medals, granted 22
Fellowships, earned 21 Awards or Prizes and received
101 Doctorates.
The Measurement Standards Laboratory of New Zealand
(MSL) is our national metrology institute, ensuring that
New Zealand's units of measurement are consistent with
the International System of Units, which is essential for
ongoing international trade.

Introduction

•

low levels of business expenditure on R&D
the narrow base of technologically advance
and innovative firms;
the lack of visibility and relevance to business
of public research organisations;
the fragmentation of our existing capability
to support the manufacturing and services
sectors; and
the lack of mobility of staff between research
institutions and business.

In a 12 February 2018 Letter of Expectations, Minister for
Research, Science and Innovation, Hon Megan Woods
outlined practical elements that she expected Callaghan
Innovation’s operation strategy to address: How to
maximise the value that Callaghan Innovation’s research
and technical services bring to New Zealand; How to
develop a cohesive technology network with other
research providers; How GIQ will help Callaghan
Innovation deliver on its strategy, and; How to address
the past under investment in the Measurement Standards
Laboratory and build its future resilience.

GIQ Programme Business Case

This PBC represents the first stage of fulfilling these
expectations. It outlines what investment is needed to
address decades of under investment in the site to
ensure the government can meet its duty of care to its
employees and to create a platform for further investment
in the site. It states what is required now through the
tactical estates programme, while laying the foundation
for further investment to harness GIQ’s full potential.
Key GIQ stakeholders include local and regional
councils, Victoria University of Wellington, Crown
Research Institutes and the sites tenants. They are
clear about both the value they place in GIQ and the
impact the current state of the facility has on their
own willingness and ability to themselves invest in it.
They understand and support GIQ’s current contribution
(and future potential greater contribution) to increasing
R&D’s demand and commercialisation outcomes, and the
economic benefits that would be realised from a vibrant
innovation community.
There is widespread recognition that there has been a
lack of investment in the Gracefield site for many
decades. Issues of decline have been further
exacerbated by damage sustained in the November 2016
Kaikoura earthquakes.
The current state of the GIQ facilities means Callaghan
Innovation is at risk of not meeting its legislative and
regulatory obligations, particularly the Health and Safety
at Work (HSAW) Act (2015) and the Hazardous
Substances and New Organisms (HSNO) Act (1996).
Immediate action is required to address clear health and
safety deficiencies, including earthquake-prone buildings,
end-of-life asbestos, leaking roofs, black mould, ant
infestations, aging infrastructure and general dilapidation.
Resolving these issues requires additional government
funding beyond the existing appropriations held in
reserve for investment in the site. This PBC seeks that
funding, to ensure Callaghan Innovation can meet its
HSAW and HSNO obligations and to provide the
foundation for Callaghan Innovation and the GIQ
stakeholders to develop a future work programme to
realise the potential contribution of this significant Crown
asset to New Zealand’s innovation ecosystem.
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Executive Summary
Strategic Case
Innovation in New Zealand
New Zealand’s innovation ecosystem is fragmented.
Some industry sectors (such as agritech and food
science) are well resourced to support innovative
endeavour, others (such as ICT) are actively building
capability and support, while others are less developedand resourced and are yet to gain momentum.
Government plays a critical role to support innovative
activity, and overall the government has a strong record
of investment in research and development (R&D).
Central to our R&D investment strategy as a nation have
been Universities and Crown Research Institutes (CRIs);
organisations tasked with advancing and leveraging
science for the betterment of all New Zealanders. The
link between this R&D and economic growth has not
always been strong, and so in recent years a
‘commercialisation’ imperative has been added to the
notion of R&D. GIQ supports early stage research and
ideas into scalable and investor ready businesses.

High Value Manufacturing and Services
New Zealand’s High Value Manufacturing & Services
(HVMS) sector has historically been under-resourced to
support innovation. The requirement for a high level of
investment in high-tech facilities and people capability to
achieve outcomes at scale in this sector has contributed
to this outcome. Individuals and organisations in the
sector are limited in their ability to progress innovative
ideas without technical assistance. The Government
therefore must play a significant role in supporting HVMS
innovation to produce outcomes at a level that make a
meaningful contribution to economic growth.
Within current Crown assets sits a facility with just that
purpose. Now under the stewardship of Callaghan
Innovation, the original site of the Department of
Scientific and Industrial Research (DSIR) at Gracefield
was established in the 1940s. Over the years, the
Gracefield site has gained a number of consents to
conduct scientific activities that are now very difficult to
obtain elsewhere, and so it has become the largest and
most important co-location of HVMS innovation in New
Zealand (albeit small on a global stage). Government and

Executive Summary

independent scientists and engineers pre-eminent in their
fields work at the site, which is also home to the
Measurement Standards Laboratory (MSL), the keepers
of New Zealand’s reference measures for time, weight,
and length. The services provided by MSL underpin New
Zealand’s international trade. It is estimated that $120m
of high-tech equipment is located onsite.
Customer focus
To understand the Gracefield site from the perspective of
customers and strategic partners and key stakeholder
groups, an Investment Logic Mapping (ILM) process was
undertaken. Starting with strategic partners such as
Victoria University of Wellington, Local and Central
Government, and CRIs, the ILM process looked to
understand:
•

•
•

The problems with the current state of
Gracefield, and the consequences that impact
on stakeholders’ activities;
The desired benefits that could be achieved if
the problems were effectively addressed;
The investment objectives that are required to
address the problems and achieve the benefits.

Redevelopment of Gracefield seeks to capitalise on
functional opportunities by delivering an innovation
community that makes a significant contribution to R&D
commercialisation outcomes in New Zealand.
Whereas previous cases focused on developing assets
on the site, this business case is about harnessing and
developing what goes on inside the buildings (and
beyond), not about the buildings themselves. As such
this PBC proposes a scope of works based on a fourcomponent model that will underpin the future GIQ: R&D
commercialisation, physical environment, digital
environment, and innovation community.

With these outcomes in mind, the ILM process identified
the following four Investment Objectives:
1. Develop a shared vision and strategy for GIQ
with key stakeholders, aligned to Callaghan
Innovation operating strategy.
2. Develop a master plan for GIQ that delivers on
the shared vision and strategy.
3. Build infrastructure and amenities based on the
master plan.
4. Develop a new GIQ site operating model, with
accompanying change management and
optimisation to support a step change in
innovation capability.

This is a programme that intends to deliver an innovation
community to drive commercialisation of R&D to new
heights. This PBC proposes a scope of works based on a
four-component model that will underpin the future GIQ:
R&D commercialisation, physical environment, digital
environment, and innovation community.

The strategic partners voiced and reinforced a shared
perspective that the Gracefield site contains significant
unrealised potential, that it could help them achieve their
own strategic objectives, and that the site was clearly in
very poor condition. The extended period of discussion
and consultation on the possible future of the site
(dating back to the days of IRL) has been frustrating,
and has left a number of partners reluctant to commit
themselves to the site given the uncertainty around the
strategy and Government commitment to and investment
in the site.
Strategic partners were aligned on what they wanted
Gracefield to be: a world-class Innovation Quarter where
in the words of Sir Paul Callaghan, “talent wants to live.”
They saw the indicative benefits of such an achievement
would be increased commercialisation of science and
technology; the development of a vibrant, supportive and
connected innovation community; increased demand
and; increased investment. In addition, we heard a strong
desire for the end product to amplify the bi-cultural
element already present at Gracefield in the form of the
Māori Innovation Hub.

Introduction
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Executive Summary
“A national disgrace”
At the start of the Stage 0/1 Gateway Review Process for
this Programme Business Case (PBC), the Review Team
toured of the Gracefield site. The current state of the
facility left the team “astounded that what ought to be a
national treasure is currently a national disgrace.” 2
The level of service being provided by the facilities at
Gracefield to Callaghan Innovation employees, partners,
and tenants has been assessed as extremely low, with
just over half of all facilities visually rated as being in “fair”
condition or worse. 21% of facilities are rated as “poor” or
“very poor”, with assessor notes capturing Health and
Safety risks, equipment being damaged by leaking roofs,
damaged flooring, no insulation, mould, and vermin.
The Gateway Review Team were unequivocal in their
assessment that “New Zealand owes a duty of care to
those workers and, in the view of the Review Team,
immediate action is required to address clear health and
safety deficiencies” 3
It is a credit to the problem-solving abilities, resilience
and perseverance of the scientists and engineers onsite
that innovative outputs are still being delivered. However,
the site in its current state evokes embarrassment as
stakeholders, visitors, and investors “are kept well away
from witnessing the working conditions for fear that it
would undermine the confidence in the quality of work
outputs.” 4
The opportunity at Gracefield
The Gracefield site is widely regarded as holding
significant opportunity. Local and Regional Government,
including Hutt City Council, Wellington City Council,
Greater Wellington Regional Council, and the Wellington
Regional Economic Development Agency all see the
Gracefield site as being key to creating a ‘Technology
Valley’, attracting investment, driving economic growth,
and offering employment opportunities.

2

Appendix 1 [Gateway Review 0/1 Report (April 2018), p.7-8]

3

Appendix 1 [Gateway Review 0/1 Report (April 2018), p.8]

4

Appendix 1 [Gateway Review 0/1 Report (April 2018), p.7-8]
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Local iwi Te Atiawa regard Gracefield as an ideal location
from which to conduct innovative activities. Māori legend
tells of Māui pulling a giant fish from the depths of the
ocean, which ultimately became the North Island of New
Zealand. Many natural features of the Wellington region
are recognised as the head of the fish, where its vision
and intelligent mind remains Support for innovative Māori
business initiatives including moving ideas through R&D
to commercialisation is central to Callaghan Innovation’s
strategy and purpose.
A strategic partnership with Victoria University of
Wellington is reflected in the Ferrier Research Institute
(carbohydrate chemistry) and Robinson Research
Institute (high temperature superconductivity) based
onsite. The talent, infrastructure, consents, and capacity
of the Gracefield site are all critical elements of the case
for it being ideal to develop as a more effective
innovation quarter supporting the HVMS sector.

HVMS services to New Zealand. There may be interest
from private partnerships and Victoria University to
transfer ownership of some facilities, or to invest in
developing new facilities.
Social and commercial zone - Working with the Hutt
City Council, local businesses and private investors to
develop a social hub and commercial facilities, with
amenities to support the Technology Valley initiative and
the wider commercial and residential community. Parts of
this zone could be future options for sale or lease of
some land for private use.

the preferred option. As noted below, the location of the
site was considered as part of a multivariate analysis,
where a full suite of options was considered in relation to
its ability to deliver on stakeholder desired benefits,
Callaghan Innovation’s strategic objectives, and the
critical success factors. In this analysis, closing
Gracefield and relocating all operations elsewhere
ranked as the second preferred option. The advantages
that remaining at Gracefield includes:
•
•

Operations and storage zone – There is likely to be a
continuing need for chemical use and storage of
dangerous goods at the site. An operations and storage
zone to the north of the site enables logistics and
chemical goods storage facilities to be consolidated. The
northern end of this zone could be a future option to be
sold to private developers.

•

A vibrant community with a culture of innovation
The site map diagram provides a conceptual view of the
future of GIQ. This would be created by the proposed
Strategic Services Programme following remediation
works delivered by the initial Tactical Estates Continuity
Programme.
Our vision for development of GIQ is to structure the
space into activity zones to maximise innovation and
community engagement and optimise investment in the
site. The approach taken in this PBC is the introduction of
zoning which provides the government with the benefit of
a number of offramps as we deliver site improvements.
These zones are:
Green belt – Working collaboratively with the
Department of Conservation and Hutt City Council for the
regeneration of the river banks to provide accessibility
and environmental benefits to the local area.
Central innovation hub - Working collaboratively with
the Hutt City Council Technology Valley initiative and
private investors that would be interested in developing
facilities for GIQ.
Science and solutions zones – Working with Victoria
University, Callaghan Innovation business units and other
tenants to design facilities that foster and grow the
‘critical mass’ of innovation talent at GIQ while
augmenting Callaghan Innovation’s capability to deliver

Introduction

Economic Case
Location of the site
It has been openly questioned as to whether investing in
the Gracefield site is the best way for the government to
support commercialisation of R&D in the HVMS sector. In
addition to citing the condition of the facilities, common
concerns have centred on the location of the site and a
lack of onsite / surrounding amenity such as places to eat
and socialise.
The Gracefield site is less than 20 minutes from
Wellington City, and 30 minutes from Wellington Airport
(including typical traffic). In hearing this concern from
some stakeholders, the internationally-sourced Gateway
Review Team felt that the location was more of a minor
inconvenience, and not meaningfully more inconvenient
than possible alternatives. The Review Team noted that
site accessibility by public transport could be improved by
leveraging the existing relationship with local government
to align future transport services. Additionally, the Review
Team noted that in the near future, opportunities to
“showcase innovative transport and connected
technology” should be available, ideally with autonomous
electric vehicles providing connections between
Gracefield and other key locations, including the Airport.

•

Shorter time to full operational capability realised
by dealing with a known asset.
Ability to leverage existing Hazardous
Substances and New Organisms (HSNO)
consents essential to maintain existing
operations. Alternative site options would
be restricted by HSNO consent and local
zoning requirements.
Callaghan Innovation’s engineers and scientists
live locally. A degree of lost talent could be
assumed with relocation; the further away, the
greater the loss.
The Gracefield site would require significant
remediation to allow for any future alternative
use, due to site contamination and hazardous
building materials.

The factors to enable a successful innovation quarter
have been identified from a review of the literature.
When focusing on location, the following three factors
have been identified as the most relevant environmental
precursors to success:
1. The ability to leverage local strengths.
2. The ability to build on applied and
basic research.
3. The ability to secure local support.
The existing Gracefield site rates strongly across these
three factors, with a particular strength coming from the
commitment of local regulators and economic
development bodies.

In developing this business case, no predetermination
was made that revitalising the Gracefield site should be

GIQ Programme Business Case
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Executive Summary
Programme options identification and assessment

Tranches of Work

A total of eight strategic programme options were
identified, ranging from ‘do nothing’ through to ‘Property
and Community Development: Callaghan Innovation
and Tenants.” The assessment criteria have been
noted, as has the outcome of the option to relocate away
from Gracefield.

In the assessment of risk related to the preferred way
forward, the most pressing issue demanding immediate
attention is the need for Callaghan Innovation to address
its outstanding duty of care obligations. Structurally
unsafe buildings and asbestos contamination must be
resolved in advance of the visionary work to build an
Innovation Quarter. This PBC has adopted the Gateway
Review Team’s practice of referring to these works as the
Tactical Estates Continuity Programme. Five tranches of
work are proposed for this programme.

The ‘do nothing’ and ‘do minimum’ options have
been clearly demonstrated as incapable of delivering
on any of the desired outcomes, including the Critical
Success Factors. In particular, these options were
discarded because they do not allow Callaghan
Innovation to meet its legislated Duty of Care to
employees, partners, and visitors.
Two options involved just property development: one
just for the benefit of Callaghan Innovation employees,
and the other also including partner and tenant
property improvements. The exclusion of tenants in
one option made it very difficult for that option to deliver
to the stakeholder benefits defined in the ILM process.
The second property-only option was deemed to place
undue faith in the power of property to influence
innovation on its own.
Two options involved the development of both
property and an innovation community – one including
partners and tenants, the other not. The option that was
most inclusive of all partners received the strongest
rating overall and was identified as offering optimal value
for money.

The Tactical Estates Continuity Programme is focused on
eliminating Callaghan Innovation’s duty of care and
ensuring safety and continuity for critical business
operations. This includes investment in necessary
deferred maintenance and earthquake damage, ensuring
that Callaghan Innovation meets its HSNO legislative
requirements, and supporting business operating
requirements.

Commercial & Management Cases

Financial Case

An initial assessment of the capability and capacity to
deliver the proposed programme was that Callaghan
Innovation, the GIQ Project Office, and the supplier
market were all not ready to deliver such a customised
set of requirements in the short term. As such, the
tranches needed to be planned in a way that recognised
the growing maturity and capability of the teams involved
in delivery.

The financial case demonstrates that if Callaghan
Innovation is to achieve its strategic objectives and meet
its legislative duty-of-care requirements to employees,
the current capital appropriation is not sufficient.
Additional capital and operational funding is required to
stabilise the working environment and complete the dutyof-care requirements. Additional funding is also required
to deliver the future Strategic Services Programme.

The GIQ Programme team will include key roles for the
GIQ Planning Manager, and Leads for Engagement,
Commercial, Information, and Delivery. This team will be
built by mid-2018. The long-term portfolio / programme
team will be designed, finalised and key roles recruited
by the end of 2018.

In summary, the total cost of the proposed Tactical
Estates Continuity programme is:

The proposed timelines to deliver the Tactical Estates
Continuity Programme are as follows:

The Strategic Services Programme (tranches 6–7) is
future-focused, looking at the development of the
facilities and community to deliver to the Investment
Objectives. This economic case includes a ‘Tranche on a
page’ outline for each tranche that describes the scope of
work proposed.

$m 2018-19

2019-20

Introduction

Total

18.0

31.0

28.2

9.8

86.9

-

0.8

0.8

-

1.6

1.8

3.0

3.0

3.0

10.8

2.5

3.9

4.6

11.0

Total

19.8

37.3

35.9

17.3

110.3

Next Steps
This programme business case seeks formal approval
and funding from the Hon Dr Megan Woods; Minister of
Research, Science and Innovation to commence the
preferred programme of work and to proceed with
developing further business cases for the projects within
the proposed seven tranches of work.

Appendix 1 [Gateway Review 0/1 Report (April 2018), p.6
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2021-22

Capital
Operating –
Asbestos
Operating –
GIQ Planning
Office
Depreciation

This approach has been supported by the Gateway
Review Team, which noted that. “The future form of the
Gracefield site would be a step change from the current
facility and, if achieved, would be a significant contributor
to the fulfilment of the ecosystem aspirations.” 5

5

2020-21
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New Zealand’s Innovation Ecosystem
The world is changing faster than ever before.
Technology shifts are the greatest in history, and they are
correspondingly transforming society and its values. To
survive and thrive, New Zealand businesses need to
stay at the forefront of these trends by investing in
research and development (R&D) and innovation
capability. These businesses will be more productive,
grow faster and be more likely to contribute to positive
social outcomes than those that do not.
Overall R&D expenditure in New Zealand totals 1.28
percent of GDP. This is weak compared to an OECD
average of 2.4 percent. Business expenditure on R&D
has been steadily rising, but at 0.64 percent of GDP it is
low compared to other small advanced economies, and
well below the OECD average of 1.65 percent. That is
despite our number one global ranking for ease of doing
business in 2017 and 2018. For New Zealand to remain
relevant in the 21st Century this needs to change.
The Government has set an ambitious target to increase
New Zealand’s R&D expenditure to 2 percent of GDP by
2027. Achieving this goal will require a step-change in
New Zealand’s approach to innovation. Budget 2018 saw
the Government announce $1 billion in new funding to
support increased business investment in R&D as a
contributor to increasing living standards for New
Zealanders. This is an important first step towards that
goal on top of existing government support for innovation
across the economy that includes investment in primary
research, contestable science funding, and the support of
agencies and Crown Research Institutes (CRIs)
specifically tasked with fostering innovation.
To achieve the government’s goal, we estimate that the
number of businesses doing R&D in New Zealand will
need to double and their level of investment in R&D will
need to increase over time. 98 percent of New Zealand
businesses have less than 20 employees and very few
have the resources or capacity to invest in the specialist
skills and equipment needed to research, develop and
commercialise their ideas.
In recent years, New Zealand’s innovation ecosystem
has seen significant growth, with a number of initiatives
being sparked and supported by interests across the
spectrum, from local government and regional
development agencies and tertiary institutions, through
iwi and industry private sector initiatives. Overall

Strategic Context

however, New Zealand’s innovation ecosystem remains
fragmented, and it’s still ‘early days’ in the global context.
The Ministry of Business, Innovation and Employment
(MBIE) has conducted a stocktake of the innovation
precincts currently operating or planned in New Zealand.
It showed that New Zealand’s innovation ecosystem
growth has followed international trends, but that New
Zealand lags about 10 years behind comparator
countries in our innovation ecosystem development.

Clearly, a step change is needed.
We are currently working to map the New Zealand
innovation ecosystem. This work will clarify what
initiatives are underway and what groups and
organisations are driving them. The findings will be
incorporated into future revisions to this Business Case.
In advance of the development of the ecosystem map,
Callaghan Innovation has identified four key challenges
that New Zealand’s current innovation system faces6:
1. The pace of technology change is
accelerating
2. Our innovation ecosystem is fragmented and
hard to navigate
3. Fear of failure, management skills, and
entrepreneurial maturity are critical failure
points
4. Manual processes discourage collaboration
This investment proposal provides a pathway to develop
the significant existing capability of the Gracefield site to
address these challenges. The GIQ will become a hub to
enable innovators to succeed – from concept to
commercialisation – at scale.

6

High Value Manufacturing and Services
Gracefield Innovation Quarter is New Zealand’s only
Innovation hub that supports the High Value
Manufacturing and Services (HVMS) sector. New
Zealand’s other innovation hubs focus mainly on support
for agriculture and the food and beverage industry. New
Zealand’s competitive advantage in primary products,
existing scientific knowledge and expertise in these fields
and the increased global demand for value-added
agricultural, food and beverage products has seen
significant investment into these areas in New Zealand
Gracefield provides commercial R&D services to
businesses. It has the facilities and expertise to help
customers develop components, products, processes
and technology by applying or adapting existing
technologies, or helping customers with their own
ground-breaking research. It provides services for
business to develop, test, measure, analyse and calibrate
products – from proof of concept through to
commercialisation.
Gracefield Innovation Quarter stands alone in its capacity
to support HVMS innovation in New Zealand. Callaghan
Innovation has expertise and specialist equipment to
provide R&D services unique to New Zealand in:
▪
▪
▪
▪
▪

Internet of Things (IoT) and Data Solutions
Advanced Materials
Advanced Manufacturing
Integrated Bioactive Technologies
Measurement Standards

In addition, two Callaghan Innovation owned businesses,
GlycoSyn and KiwiStar Optics are located at the site.
GlycoSyn is a carbohydrate and complex chemistry
expert and a world leader in the development and
manufacture of active pharmaceutical ingredients for
preclinical and clinical trials. GlycoSyn also provides
Good Manufacturing Practices for New Zealand Industry.
KiwiStar Optics is a global leader in precisions optics for
astronomy contributing directly to New Zealand’s space
technology sector.

Callaghan Innovation Long Term Strategy 2018-2023
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New Zealand’s Innovation Ecosystem
Both have considerable potential further to contribute to
New Zealand’s economic growth. HVMS R&D is focused
on leveraging cutting-edge technologies to develop both
intellectual property and physical products that can’t be
easily replicated. The sector is by its nature dependent
on applied research and development to drive innovation.
Most businesses in New Zealand are not in the position
to invest in the specialist skills and equipment required to
undertake R&D in areas like robotics, advanced materials
and integrated bioactive technologies. Many businesses
need short-term or occasional access to specialist
personnel or equipment. Gracefield provides this
possibility and continued investment in the site provides
an opportunity to maintain and to further develop New
Zealand’s national capability for commercialisation of
R&D for the HVMS sector.

Successful commercialisation of R&D requires long-term
investment. Identifying and pursuing commercialisation
opportunities arising from scientific endeavours requires
patience and commitment. In the absence of government
support business is often unable and unprepared to bear
the risk associated with this type of investment. This
market failure necessitates government intervention to
achieve the economic benefits associated with the
commercialisation of R&D at scale.

In particular continued investment in Gracefield will
ensure we can continue to attract and enable talent to
stimulate growth through innovation as highlighted in a
recent MBIE report. 7 These include:
▪

Support for innovation in complex products;

▪

An environment that encourages speed to
market;

▪
▪

Access to a wide range of technologies;
Access to skills, from technical to business;

Supporting the Māori Innovation Economy
Supporting and growing the Māori Innovation Economy is
a key goal for both the New Zealand Government and
Callaghan Innovation. Investing in the Māori economy
has considerable benefit for the wider New Zealand
economy, due to the unique approach of Māori
businesses. In comparison with other businesses, Māori
organisations that are run by and for the benefit of iwi
tend to:
▪ Take a longer-term view of investing for success;
▪ Have a higher degree of stewardship over the
land and natural resources;
▪ Are unlikely to seek acquisition by overseas
companies or entities, especially where land
is involved;
▪ Return a high proportion of their dividends
to shareholders;
▪ Are not always motivated by profit but
balance their objectives with social and
cultural outcomes such as employment
and environmental sustainability.
However, Māori businesses face the same innovation
challenges as traditional businesses, particularly in
bringing innovative ideas and products to market. This
has been described as the “same but different”
challenge: Māori businesses wish to create high value
products and services in the same way as traditional
businesses, but the motivations and the perspectives and
the outcomes may be different. Given the positioning of
many Māori firms in the HVMS sector (most notably
agritech), Callaghan Innovation is uniquely placed to
foster the further growth of the Māori economy.

Together, these resources create a unique potential to
bring multiple technologies together across a range of
sectors. At Gracefield, multi-disciplinary teams solve
complex technical challenges for customers in a way that
stimulates new innovation and grows impact. This,
combined with the Measurement and Standards
Laboratory (MSL), has created a proven track record of
developing world-leading capability. An example is the
working relationship between GlycoSyn, the Biotechnologies team, and the Ferrier Research Institute to
create a world-leading chemistry facility using the power
of multi-technologies in one compact location.

For example, Kiwa Digital is one of the world’s leading
producers of interactive digital books. Global Business
Development Director Steven Renata says “Callaghan
Innovation has been a tremendous support,” for the
company. “They bring world class research and
development that we didn’t have expertise in. The help
around future products and services has been fantastic.”

development and commercialisation phases.
Coordinating this arrangement is a challenge. For several
decades, centralised facilities have been used around the
world to enable these complex processes. One of the
earliest examples is Stanford University’s Industrial Park
(now Stanford Research Park) which was built in 1951
and played a key role in the establishment of Silicon
Valley.8 Successes like Stanford Research Park coupled
with the growing complexity of high value product
development have led to a proliferation of innovation,
science and technology clusters around the world.9
These interventions work by doing two things.
1. They recognise that the development of highvalue products requires knowledge from multiple
sources.
2. They concentrate skills and knowledge into a
common and fit-for-purpose innovation hub.
The result is to reduce the gaps between people, both
physical and virtual (digital) and enables services to
develop and support innovators with knowledge, skills
and infrastructure. A physical hub to support a wider
innovation network makes connecting the dots more
efficient and effective. A central hub provides the enabler
for innovation.
For Callaghan Innovation, the objective for GIQ is to
provide a physical hub to bring together key elements
from across the innovation value chain to collaborate,
and support both physical and digital services for HVMS
innovators. It is intended to provide HVMS businesses
with ready access to the services, relationships and
infrastructure they need to innovate and grow. An
Innovation Quarter makes product development and
commercialisation an easier and more connected
process. This in turn results in higher quality products
being commercialised in less time to wider markets.

8

Key elements of a successful Innovation Quarter
Commercialising new products is complex, especially
high-value products. Getting it right requires an
orchestrated confluence of skills, knowledge, materials
and capital to connect with a product during its

7

MBIE, Beyond commodities: Manufacturing into the future,
2018.
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Committee on Competing in the 21st Century, Best Practices
in State and Regional Innovation Initiatives, 2013 p 222
9

Luger, M. Technology in the Garden: Research Parks and
Regional Economic Development, The University of North
Carolina Press, 1991. p 2
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Organisational Overview: Callaghan Innovation, New Zealand’s Innovation Agency
Callaghan Innovation’s mission is to activate innovation
and accelerate commercialisation for a better New
Zealand. It is a Crown Entity with a customer-facing
operating model, whose primary objective is to support
science and technology-based innovation and its
commercialisation by businesses. To do this Callaghan
Innovation seeks to stimulate discussion about the future
of innovation and the role of disruption and new
technologies in a changing economy.
Callaghan Innovation supports the government’s goal for
R&D expenditure to grow to two percent of GDP by 2027.
It works to show businesses how to get started on their
innovation journey and to stimulate local and global
demand for New Zealand innovation. Callaghan
Innovation works to reduce fragmentation in the
innovation ecosystem, helping businesses to identify
opportunities and work together to achieve shared goals.
It partners with businesses to reduce risk by providing the
right support at the right time to give investment into
innovation the greatest chance of success.
Callaghan Innovation works with its partners to identify
emerging global trends, exponential technology trends
and smaller, unique technology advances. It translates
these key trends into insights on how they will impact
New Zealand industries, our regions and businesses.
It utilises its networks to help businesses to understand
where they need to go, and how to get there.
Callaghan Innovation collaborates with Crown Research
Institutes, universities and institutes of technology and
public and private sector experts to identify innovation
that can be commercialised. It plans and facilitates
technology seeking missions to international events and
visits to world-class innovation facilities to keep our
customers abreast of the latest developments overseas.
Callaghan Innovation offers a range of services and
grants to support businesses on their innovation journey.
To tailor its services offering to the needs of individual
businesses Callaghan Innovation employs a capability
matrix to assess the capability of innovators and
innovative business, the impact of their innovations and
the likelihood of achieving commercial success. By
adopting a modular service delivery model Callaghan
Innovation supports businesses to develop the skills and
expertise they need at each stage of the innovation
journey – from start-ups to established R&D performers.

Strategic Context

Callaghan Innovation helps businesses build their
innovation capability and to have the knowledge, skills,
and motivation to innovate and succeed. It offers a range
of programmes and workshops to help a business scaleup and to increase its pace of innovation, from improving
performance and eliminating inefficiencies through to
accelerating software and product development.
Callaghan Innovation allocates and administers R&D
funding to invest in innovators and their projects and
offers a range of R&D grants to add scale to businesses’
R&D investment for greater impact. It also uses its
networks and expertise to provide advice to Inland
Revenue on eligibility of R&D activity and expenditure.
To enhance connections in the innovation ecosystem, in
the next year Callaghan Innovation will launch a new
digital super-connector platform, a single window to
enable businesses and investors to identify the
opportunities and services they need to reach their goals.
The platform will assist business to make new
connections locally and globally and provide better
access to new and existing capital sources. It will provide
a rich source of data to demonstrate business activity in
the innovation ecosystem and help to align the most
appropriate research, design and engineering teams with
industry needs and connect like-minded businesses to
find solutions to complex technical problems.
Callaghan Innovation offers businesses fast and easy
access to experts and collaborating expert teams that
provide tailored solutions to meet their needs. Gracefield
is central to its mission to help New Zealand understand
where technology is taking the world, and how we need
to get there. Its scientists and experts partner with
businesses on long and short-term projects, big and
small, invest in, develop and use cutting-edge technology
to create competitive market advantage and promote
New Zealand’s high value export economy.
Callaghan Innovation understands that New Zealand
organisations need to draw on the resources of others to
test ideas, validate solutions and overcome development
obstacles. Many businesses only need short-term or
occasional access to specialist equipment. That is why
Callaghan Innovation models the sharing economy and
provides access to specialist skills and equipment and
other services to our customers.

Strategic Case

GIQ Programme Business Case

Page 12

About Gracefield
A long history
The facilities and operations at the Gracefield site were
originally the Physics and Engineering Laboratory of the
Department of Scientific and Industrial Research (DSIR)
and were developed during World War II.
In the post-war boom, the site was re-configured to
undertake scientific research that would benefit the
primary and manufacturing sectors. Active partnering
with targeted industries commenced.
In 1992 the DSIR was dissolved into 10 Crown Research
agencies, of which Industrial Research Ltd (IRL) was
one. IRL was headquartered at Gracefield, until it was
itself dissolved in 2013 and its assets transferred to a
new Crown entity, Callaghan Innovation.
The Gracefield site is unique in New Zealand, occupying
10 hectares including:
▪ 34,000m2 of laboratories, office space,
workshops and pilot labs;
▪ A well-equipped machine shop;
▪ Glass-blowing shop;
▪ Materials analysis and testing laboratories;
▪ Rapid prototyping facilities;
▪ Supercritical fluid extraction plant; and
▪ The Measurement Standards Laboratory.
Due to the breadth of activities that have taken place at
Gracefield, a range of resource consents and usage
rights are in place, covering discharges to air and water,
amongst other things. The consents provide the ability for
a wide range of small-scale materials processing and
manufacturing activities to take place.

"Callaghan Innovation’s Gracefield quarter is a fantastic facility for cuttingedge NZ businesses. It boasts a variety of skillsets and specialties, a range
of prototyping materials testing, and state-of-the-art labs and equipment that
are highly valued by manufacturing businesses.

The facilities and activities onsite have evolved over the
years, although the vast majority of the buildings and site
layout would be familiar to inhabitants from its early days.

Manufacturers are among the biggest investors in R&D in NZ. The
Gracefield Quarter provides them with the sought-after combination of
practical and scientific support for their innovation journeys.”

Science facilities at the Gracefield site have played a
significant role in the training and development of New
Zealand’s current scientific and technical workforce
through the provision of internships, postgraduate
research, and other opportunities. Many of the scientists
and engineers onsite are pre-eminent in their fields.

Strategic Context

– Kirk Hope, Chief Executive BusinessNZ
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About Gracefield
This timeline of the construction
dates and different occupants of
the buildings on the Gracefield site
offers a fascinating glimpse into the
changing scientific trends across
the last eight decades.
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About Gracefield
The Centre of Intelligence

Te Whare a Māui

When describing the significance of the natural
environment around Gracefield and Lower Hutt, local iwi
Te Atiawa recall one of the greatest legends of Māori
culture - the story of New Zealand’s first innovator and
entrepreneur, Māui, fishing up the North Island.

This story leads nicely in to the introduction of the
purpose-built Māori Innovation Hub opened on site at
Gracefield in 2016. Called Te Whare a Māui (The home
of Māui), the Māori Innovation Hub is a shared working
space, with tools to assist collaboration and innovation.
It also has facilities required for hosting guests.

It began with Māui and his elder brothers setting off on a
fishing trip. The brothers didn’t want to take him, so Māui
hid in their canoe, only revealing himself when they were
out at sea.

Here, Māori innovators are able to meet with each other
and work alongside Callaghan Innovation's business and
research experts.

Emerging from the waka, Māui convinced his brothers to
paddle to the deep ocean, where Māui cast a flax line
with a fish hook made from his grandmother’s jawbone
and baited with his own blood.

Te Whare a Māui is also a space for our scientists to host
their national and international guests in a uniquely Māori
innovation space, and showcase our cutting edge
solutions to complex business problems.

The line sunk deep to the ocean floor, into the domain of
Tangaroa who ruled the sea.

Callaghan Innovation works extensively with ambitious
Māori businesses that are developing new technology,
such as Kono New Zealand, Wakatū Incorporation’s food
and beverage business. Director and Innovation
Coordinator Miriana Stephens says Te Whare a Māui will
help build invaluable connections for the company.

Instantly the hook was taken. Māui held tight to the line
despite protestations from his brothers and slowly a giant
fish was pulled to the surface. Māui then asked his
brothers to guard the fish while he went to get their
people, but as soon as he was gone they began cutting
greedily at the huge fish, creating huge gullies and
mountains in its flesh.
Over many hundreds and thousands of years, these
gullies and mountains became the landscape of Aotearoa
and Māui’s fish became known as the North Island or Te
Ika-a-Māui (the fish of Māui). Natural features of the
Wellington region are now recognised as the head of that
giant fish. Wellington Harbour, with Gracefield on its
shores, is an eye of the fish, where its vision and
intelligent mind remains.

“Some of the best things we’ve found about working with
Callaghan Innovation are the links we’ve made to other
businesses and a range of research expertise. The
Innovation Hub makes it easier to work together, share
insights and build relationships. Being part of it is going to
take us to a whole new level.”

Maui’s story is a parable for what happens at Gracefield
today, reminding us that intelligence, self-belief,
networked support and innovative technology can land
big fish no one knew existed or planned to catch.

Strategic Context
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Gracefield’s Reach
Research and Technical Services
(RTS) and commercial business
groups customers mapped by
location and revenue

“Like numerous other companies
created in Aotearoa, we have chosen
to take on the world, arguably, from
the furthest place we could be from
our global markets. But that is in our
DNA. After all, we come from a Nation
Born of Sailors. Our ancestor, both
Māori and Pakeha, crossed the
oceans to get here. Going back
across those oceans to trade is
second nature to us. There is
definitely something unique in the way
kiwis have taken up this challenge.

Strategic Context

“Lord Rutherford is quoted as having
said, ‘We don’t have the money, so
we have to think.’ There are countless
examples of Kiwi companies who
have proved this to be true. But by
and large, we do that on our own.
I have often wondered what we
might do as a nation if we were to
take this smart thinking, look out to
the world and ask, ‘Can we do this
better by working together, by sharing
smart thinking?’

Strategic Case

“I believe that Gracefield Innovation
Quarter offers us a stunning
opportunity to explore and answer
that question. Next year marks 250
years since Captain Cook arrived on
these shores. Gracefield Innovation
Quarter could be the place we draw a
line in the sand. A place where we
recognise the power of both our
cultures' rich history in innovation,
in doing things a different way.
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“Now is the time for this Nation
Born of Sailors to determine what
the next 250 years will look like.”
– Ian Taylor CNZM
CEO
Animation Research Ltd
/ Virtual Eye
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Alignment tovalue
Gracefield’s
Existing
to the
Strategies
New Zealand Government
Government Strategic Priorities And Targets
This investment proposal aligns with, and helps deliver
on, a range of existing organisational / Government /
regional policies, strategies, and goals.
▪

▪

▪

Government targets for economic growth include
increasing R&D spend as a percentage of GDP
to 2 percent over 10 years. Callaghan Innovation
has a significant role to play in helping the
Government reach this target, per the National
Statement of Science Investment.
GIQ, its infrastructure, facilities, people and the
services it provides play a direct role to support
the growth of the Four Capitals under the
Treasury Living Standard's Framework.
Investment in GIQ represents a direct investment
in New Zealand's Financial/Physical Capital and
Human Capital, with positive flow on effects for
New Zealand's Natural and Social Capital
(see p.29).
The Government has a clear focus on addressing
critical social challenges facing New Zealand.
Innovators working for and with Callaghan
Innovation can apply for an ‘innovative
technology’ lens to the challenges, such as:
o Affordable housing – the traditional path to
delivering affordable housing is under
considerable financial pressure, and it is
clear that new approaches will be required
to meet quality, cost, and sustainability
targets. Callaghan Innovation is in a strong
position to partner with innovators and
research institutions to accelerate innovative
ideas for building through the prototyping
phase and into production.
o Environmental sustainability – research
institutions around New Zealand are working
on a range of sustainable solutions for
environmental challenges. Callaghan
Innovation is a natural partner to help move
those innovative ideas into prototyping, and
then into commercial production.
o Aging infrastructure – the Internet of Things
(IoT) has unprecedented potential to use
sensors and data to help us understand the
condition of our infrastructure, and how best
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▪

▪

▪

to direct investment in order to maintain
services and plan upgrades. Gracefield, as a
piece of aging infrastructure itself, could
prove to be an excellent testing ground for
emerging IoT technologies.
He kai kei aku ringa (the Crown-Māori Economic
Growth Partnership) provides a vision for a
productive, innovative, export-oriented Māori
economy. Two goals that the Gracefield
Innovation Quarter can support in this
partnership relate to Enterprise (growing Māori
businesses, notably through innovative use of
natural resources) and Employment.
The Vision Mātauranga policy was developed to
use the science and innovation system to help
unlock the potential of Māori knowledge, people
and resources for the benefit of New Zealand. It
recognises Māori as important partners in
science and innovation; both as intergenerational guardians of significant natural
resources and indigenous knowledge, and
owners and managers of commercial assets.
Gracefield should be central to how the
Government helps develop innovative Māori
businesses and products.
The National Statement of Science Investment
2015-2025 notes that Callaghan Innovation has a
variety of responsibilities to accelerate the growth
of the HVMS sector in New Zealand by delivering
a comprehensive suite of services to take ideas
through R&D to commercialisation. The concept
of a revitalised Gracefield Innovation Quarter
strongly aligns with the key services that need to
be provided by Callaghan Innovation:
Technology and product development; Access to
experts; Grow innovation skills and; Business
collaborations.
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Gracefield’s Value to Strategic Partners
The proposed investment in developing the Gracefield
site is one that many stakeholders are watching and
waiting for, with many seeing the development as key
to their own ability to deliver a range of benefits to others
in turn.
The list below highlights the more active current
stakeholders with strategic interests in how the
Gracefield site evolves, with more to be added over time
as certainty is given to the vision and strategy for the
Gracefield Innovation Quarter.

The purpose of Wellington Regional Economic
Development Agency (WREDA) is to advance the
prosperity and liveability of the Wellington region through
delivering to the Wellington Regional Strategy. There is
exceptionally strong alignment between the concept of a
revitalised Gracefield Innovation Quarter, and Focus
Areas around ‘Commercialisation of innovation,’
‘Investment mechanisms for growth,’ and ‘Attracting
business investment and talent to the region.’

1. BusinessNZ

5. Local Councils

BusinessNZ agrees with the Government that support for
businesses to innovate is hugely important to create jobs
and drive growth and prosperity. ‘Help business innovate’
is one of its top seven priorities for the new Government.

Both Hutt and Wellington City Councils have visions and
strategies around local economic growth, employment,
and quality of life leveraging technology and industry. For
Hutt City Council in particular, the Gracefield site
represents a significant opportunity for growth. Lower
Hutt city’s science, technology, engineering, mathematics
and manufacturing (STEMM) enterprises contribute more
than $380 million to New Zealand’s economy, and
employ more than 3,500 people. Therefore, the
redevelopment of Gracefield is critical for regional
development.

2. Crown Research Institutes
The seven CRIs are recognised for their pivotal role in
New Zealand’s innovation system. While each have their
own areas of research and operating strategies, greater
collaboration and sharing of resources (particularly on
topics that overlap CRIs) has been recommended. The
GIQ facilities can also bring skills and knowledge from
CRIs and other partners together to work on short or long
term projects with customers, and provide continuity of
services through to commercialisation.

3. Victoria University of Wellington
Other than Callaghan Innovation, Victoria University has
the largest presence at the Gracefield site, running the
Ferrier and Robinson Research Institutes. There is a
natural alignment in the research interests of the
University and Callaghan Innovation, however that is at
risk due to perceived lack of site strategy and the poor
state of existing facilities.
Above: Dr Murray Early one of the GIQ’s leading
scientists who contributes to acceptance of
New Zealand’s measurements by international
trading partners.
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5. Technology Valley
This is a working group of organisations that share the
goal of making the Hutt Valley an “epicenter of
manufacturing and export businesses, to build a strong
and sustainable competitive advantage that will both
underpin growth and ensure their long-term survival”.
Locally generated science and technology innovation,
supported by collaborations between business and
scientists, is central to this competitive advantage. The
organisations represented by the working group include
the Wellington Regional Economic Development Agency
(WREDA), Hutt City Council, Upper Hutt City Council,
WelTec, Hutt Valley Chamber of Commerce, Callaghan
Innovation, Victoria University, and Massey University.
Technology Valley as a group is watching Callaghan
Innovation’s plans for the Gracefield site closely,and see
a revitalised site as being central to achieving their goals.

GIQ Programme Business Case

“Hutt City Council is proud of the
world-class innovation that is
happening in our region and we
continue to look for ways to support
the science and technology sector
here. Callaghan and the Gracefield
campus are a critical part of this
innovation ecosystem and without
them, we would lose an essential
element that underpins the economic
success of the sector. Gracefield not
only provides a physical home for
many business and research
organisations, it also supports
innovation through training,
resourcing, capacity building and
networking. As a Council, we are
committed to assisting Callaghan in
whatever ways possible to progress
the further development of this
project, which will benefit not only
science and technology in the region
but our economy as a whole.”
– Ray Wallace, Lower Hutt Mayor
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Gracefield’s People
GIQ’s greatest assets are the 200+
scientists and engineers that work
across the site – for Callaghan
Innovation, for other organisations,
and for themselves.
For more detail about the people shown in the images on
the right, and their place in our vision for GIQ, please
refer to The GIQ Story, which can be found using the
directory contained in the Appendices.

Clockwise, from top left: 1. Pauline Calloch, Research Scientist (Research and Technical Services – Metal and Ceramics). 2. Teresa Moreno, Senior Project Engineer (Research
and Technical Services – Supercritical). 3. Eleanor Howick, Chief Metrologist (Principal Research Scientist – Commercial Business Length and Mass Quantities). 4. Paul Harris,
Principal Research Scientist (Research and Technical Services – Transducers and Sensing). 5. Andrew Lewis, NMR Facilities Operator (Research and Technical Services – Natural
Products). 6. Ihab Sinno, Research Scientist (Research and Technical Services – Transducers and Sensing). 7. Rashad Syed, Fermentation Scientist (Research and Technical
Services – Bipro Fermentation)

Strategic Context
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Gracefield’s People: The Honour Roll
Given pride of place in the reception area at the
Gracefield site is our Science & Engineering Honours
Roll. In the last quarter century scientists from our
Research and Technical Services (RTS) teams have
been awarded 64 Medals, granted 22 Fellowships,
earned 21 Awards or Prizes and received 101
Doctorates. Numbered among its alumni are a
Companion of the New Zealand Order of Merit, an IPENZ
Innovator of the Year, a Wellingtonian of the Year
and the namesake of Antarctica’s Haskell Strait.

Strategic Context
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Gracefield’s People: RTS and Commercial
Callaghan Innovation’s business
groups provide services to help
business take their ideas from
concept to commercial reality.

Research and Technical Services (RTS)
The RTS team provides knowledge, skills, equipment
and services to support customers, and also provide
R&D projects on contract. Throughout 2017, RTS helped
New Zealand businesses with R&D in future-forward
areas such as:

Callaghan Innovation’s Commercial Businesses

Name

Mission
Callaghan Innovation (via MSL) has a statutory responsibility
to provide primary physical measurement standards under the
Measurement Standards Act 1992 and the National Standards
Regulations 1976. MSL fulfils a number of legislative
obligations, particularly around the provision of New Zealand’s
measurement standards and New Zealand standard time.
MSL provides measurement standards and access to
traceable measurements to support acceptance of New
Zealand exports in over 100 overseas markets. This allows
businesses to meet regulatory requirements, government
agencies to enforce the law, and enables over 600 accredited
private sector testing and calibration laboratories to operate in
New Zealand.

Designing and creating
acoustic, ultrasonic,
microwave, optical,
hyperspectral, magnetic,
chemical and electrical
imaging and sensing
systems.
Developing methods to
extract, concentrate, purify
and use natural resources,
from minerals to waste
materials.

KiwiStar Optics is a global leader in precision optics for
astronomy; designing, manufacturing and installing optical
lenses up to 1.8m in diameter. Products also include echelle
spectrographs, high quality mirrors, prisms, filters and
cameras for telescopes and other devices. Kiwistar Optics
works closely with the Protoshop and Measurement Standards
Laboratory to offer optical, engineering and metrology
expertise to customers worldwide. The team of 15 are spread
through various rooms on the ground floor of the Robertson
Building.

Analysis, separation and
identification of a range of
bioactive compounds from
sources such as dairy,
plants, bees, meat and fish.

Creating virtual and
augmented reality-based
products and digitising
manufacturing operations.

GlycoSyn is a world leader in the development and
manufacture of active pharmaceutical ingredients (API’s) for
pre-clinical and clinical trials, ranging from conventional small
molecules to dendrimers and complex oligosaccharides. They
also undertake custom specialty manufacture of
commercial ingredients under contract. With the world’s
largest combined concentration of carbohydrate chemistry and
GMP manufacturing expertise, GlycoSyn are best known for
their ability to solve complex problems for clients worldwide,
and for their dedication to extending discovery frontiers in the
pharmaceutical industry.

Developing robotic systems
for use in applications such
as pasture and livestock
management, and
navigation.

Large-scale extraction,
fermentation and
separation / isolation

Strategic Context
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Gracefield’s People: Customers and Partners
Current tenancies account for around
4,000m2 of space at Gracefield,
ranging from month-by-month rentals
of individual lab spaces through to the
majority occupation of the Robertson
Building by Victoria University for their
research institutes. For the larger
tenants, standard commercial leases
are in place, typically for three-year
periods with various rights of renewal.

Tenant name

Mission

Tenant name

Mission

Ann E. Bell and &
Daniel P. Mahoney

Private Mycological Research. Fungal collection
contributions which are part of Landcare Research’s PDD
Systematics Collection Data.

Solvation

Provides chemical analytical and purification services
to clients. Provides consulting on petroleum and
alternative fuels and hazardous chemical disposal
techniques.

Specialises in the custom synthesis of stable isotope
labelled materials, metabolites and reference standards.

Provides Ministry of Health taxonomy, entomology
and mosquito advisory services, interception and
incursion response for pests and diseases of public
health significance.

Provides asbestos analysis and consulting services.

Designs, prototypes and manufactures ultrasonic
transducers and componentry for use across a wide
range of industries and applications.
Manufactures ENT surgical gel for medical devices.

Develops and produces novel dry format colourant
technologies, primarily for water-based coatings.

Ensures that New Zealanders have safe products,
accurate measurement and quality fuel. Administers
and enforces New Zealand’s trade measurement
system.

Provides asbestos consultancy services, including
surveying of buildings, air quality and asbestos
management assessments and consulting for the
management of asbestos removal operations.

Provides biological investigation services and
consultancy to clients. It also develops diagnostic
disposable devices for clients.

Onsite childcare.

Provides business strategy advice to high-technology
firms where commercialisation and global export
market entry decisions are critical. Undertakes due
diligence on and reviews of joint venture industry /
government co-funded research or development
programmes.

Developing clean CO2 technology for commercial
greenhouses to increase crop yields, using low carbon
renewable energy sources.

Strategic Context
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Manufactures large, lightweight RF lenses for multiple
industries and applications.

Carbohydrate chemistry experts and analysts
working to bring better drugs, materials and
technology to the world. Work includes contract
synthesis, polymer formulation, carbohydrate
analysis, industrial chemistry.

Developed a proprietary approach for the rigorous
assessment of research-led innovation. The Powerhouse
model is designed to build a robust portfolio of successful
Post-seed companies. Deployment of capital at the earlier
high-risk stages of a business’ development is minimised.

Applied research into superconductivity and
electromagnetic technologies. Work includes lab
work (from applied physics engineering to
fundamental sciences), post-graduate teaching.

GIQ Programme Business Case
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Case for Change: Decades of underinvestment
Section 9(2)(a)(ii)

At the inception of Callaghan Innovation, the Gracefield
site had deferred maintenance costs of almost
Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

Earthquake damage has accelerated
deterioration of some buildings and increased the
urgency for response. The majority of the buildings onsite
are over the threshold for serious consideration for
replacement, which is generally accepted in the facilities
world as being 10 percent or more of the replacement
value.

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

To get further insight into the risk that the current state of
the Gracefield site exposes Callaghan Innovation to, an
Earthquake Probable Maximum Loss (PML) Damage
Assessment Report was recently commissioned. The
assessment was that Callaghan Innovation overall has
$269m of insured assets, including $142m of buildings
and $127m of plant. The vast majority of these assets
are located in Gracefield. The PML assessment is as
follows, noting that the current insured maximum loss
limit is $115m.

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)
Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

Thoughts from external parties
In the first Gateway Review 0/1 Report (April 2018) for
this Business Case, the panel of reviewers were direct in
their assessment of the condition of the Gracefield site:
“The Review Team toured the Gracefield site and was
astounded that what ought to be a national treasure is
currently a national disgrace.
The Review Team was told that stakeholders and
international visitors are kept well away from witnessing
the working conditions for fear that it would undermine
the confidence in the quality of work outputs.” 10
The presence of world class talent currently onsite
provides a significant benefit for both Callaghan
Innovation and the tenants themselves. However, there
are strong messages coming from all key stakeholders
about the poor state of many facilities, and the lack of a
confirmed strategy and infrastructure development plan
discourages existing tenants to renew their leases

Above: Deferred Maintenance as % of Reinstatement Costs
Below: Updated Earthquake PML Damage Assessment Report

Asset Group

Replacement Value (NZ$M)

Damage High

Damage Low

Buildings

142

88

62%

42

30%

Plant

127

48

38%

27

21%

Total

269

136

50%

69

26%

Below: Updated Earthquake PML Damage Assessment Report
10

Gateway Review 0/1 Report (April 2018), p7-8
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Case for Change: Decades of underinvestment
Anchor tenant and key stakeholder Victoria University
has openly questioned its future commitment and
contribution to the Gracefield site due to the uncertainty
that exists around it. It is a credit to the problem-solving
abilities and perseverance of the onsite population that
the site still delivers innovative outputs.
The Gateway Review Team has been clear that they
believe that “New Zealand owes a Duty of Care to those
workers and, in the view of the Review Team, immediate
action is required to address clear health and safety
deficiencies, including asbestos, leaking roofs, black
mould and ant infestations.”11 Callaghan Innovation is at
risk of not meeting its legislative and regulatory
obligations, particularly around health and safety and
HSNO requirements.
In the Investment Logic Mapping workshops (introduced
further on), the problem of the state of Gracefield’s
infrastructure was summarised as, a “lack of an effective
and coherent infrastructure master plan has led to
facilities and services that do not support the current and
future innovation needs of New Zealand”. Frustration for
stakeholders due to their experience of the site sits
behind this problem statement wording.

Left: Examples of
ageing infrastructure

11

Gateway Review 0/1 Report (April 2018), p8
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Profile:
Case
forDr
Change:
RashadNew
SyedZealand Government’s Responsibilities
Short-term Priority
▪

Health & Safety
Ensure all legislative requirements for health and
safety are met.

▪

Employee Duty of Care
Ensure GIQ meets Callaghan Innovation
requirements as a good employer.

▪

Landlord Duty of Care
Ensure GIQ meets Callaghan Innovation
requirements as a good landlord.

▪

Repairs, maintenance, renewals
Ongoing repairs, maintenance and renewals
programme is actioned.

Long-term Priority

Case for Change

Strategic Case
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▪

Fit for purpose infrastructure and facilities
Infrastructure and facilities at GIQ are meeting
customer requirements and defined levels of
service for current and future use.

▪

Supporting amenities and services
Services and amenities at GIQ support
commercialisation of R&D.

▪

Collaboration and innovation community
Support and resources are in place for GIQ to
develop a collaborative and innovative
community as an innovation quarter.

▪

Common vision and strategy
A common vision and strategy is clearly
articulated and actively pursued.
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Investment Logic: The Engagement Process
The ILM Process
Central to the development of both this Business Case
and Callaghan Innovation’s Long Term Strategic Plan is
the understanding that customers and outcomes must
drive investment decisions, contributing to the
achievement of the Government’s economic growth
goals.
In order to ensure that customer (and broader
stakeholder) needs are understood, in February / March
2018 Callaghan Innovation entered into an Investment
Logic Mapping (ILM) process. The ILM process involved
a series of facilitated workshops involving key
stakeholders, where the following topics were
investigated:
•

•
•

The problems with the current state of
Gracefield, and the consequences that impact
on stakeholders’ activities;
The desired benefits that could be achieved if
the problems were effectively addressed;
The investment objectives that are required
to address the problems and achieve the
benefits.

A facilitated Case for Change workshop was held with
Strategic Partners on 22 February 2018 to identify the
investment objectives and gain a better understanding of
their business needs. The invited attendees represented
the strategic perspectives of their organisations,
including:
•
•
•
•
•
•
•
•

Victoria University of Wellington;
Callaghan Innovation;
Wellington City Council;
Greater Wellington Regional Council;
Wellington Regional Economic Development
Agency;
Ministry of Business, Innovation and
Employment;
Institute of Geological and Nuclear Science;
Institute of Environmental Science Research.

Investment Logic

Above: Stakeholder engagement process so far
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Investment Logic: Problems identified
The problems with the current Gracefield site are many
and significant and demonstrate that Callaghan
Innovation is not meeting its Duty of Care as an employer
or landlord, as well as not being able to deliver on its
own, or the Government’s, key strategic goals. The
current Gracefield site is not delivering on customer
expectations, has significant health and safety issues, a
long list of deferred maintenance, lacks amenities and
services that promote collaboration, and is leading
current tenants to consider leaving the site.

Problems Identified

Below: Gracefield Innovation Quarter – Problems & Evidence
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Investment Logic: Benefits Defined
The benefits defined during the ILM
process demonstrate the desire of
strategic partners for the GIQ to be
successful, and for Callaghan Innovation
to achieve its ambition.

Below: Gracefield Innovation Quarter – Benefits and KPIs

A clear desire for the GIQ to support a
vibrant innovation community was heard,
as was the need for strong outcomes
regarding commercialisation of the
innovative work done onsite.

Benefits Defined
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Additional Benefits: The Four Capitals
Intergenerational wellbeing relies
on the growth, distribution, and
sustainability of the Four Capitals
captured in the Treasury's Living
Standards Framework. The Capitals
are independent and work together
to support wellbeing.

Human Capital
The programme will seek to provide facilities to maximise
learning and development, and opportunities through the
community to for staff, tenants, partners and customers
to develop skills, knowledge and experience. The
Strategic Development Programme will apply the
government Living Standards Framework (LSF) to
planning work.

The Treasury’s ‘Living Standards Framework’ recognises
that prosperity can be defined by looking at four different
types of Capital: Physical, Human, Social, and Natural.
While financial outcomes will remain a key measure to
the success of the proposed investment, developing GIQ
is projected to have wider benefits. These include
building a collaborative innovation community,
sustainable development of the natural environment,
growing Māori businesses, employment, and local and
regional community and economic development.

Financial / Physical Capital
The programme will maximise value for government
funding in the GIQ assets that we build. We will maximise
the value of this physical capital through prudent
procurement, commercial, maintenance and operating
processes and technical assurance reviews. The
Strategic Planning work will align GIQ development with
strategy to produce a valuable long-term asset for New
Zealand.

Natural Capital
GIQ, its facilities and services already make a direct
contribution to improving environmental outcomes for
businesses and New Zealand. The programme will seek
to deliver solutions using materials with a low
environmental impact, and develop energy efficient
workspaces. We have specific solutions to manage
dangerous goods to minimise the environmental impact
and risk of spills and gas releases. We plan to create an
attractive natural environment across needed to support
life and human activity. It includes land, soil, water, plants
and animals, as well as minerals and energy resources.

Social Capital
Improving social interaction across GIQ is a focus for the
programme – to build an innovation community. We seek
to provide facilities that maximise opportunities for staff,
tenants, partners and customers to interact, and to
include strong cultural and diversity themes.

Benefits Defined
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Investment Logic: Investment Objectives

Investment objectives

Below: Gracefield Innovation Quarter – Investment Objectives

A wide range of investment objectives were
assessed and refined through the ILM and
stakeholder engagement workshops. These were
then tested against previous work completed and
feedback from the project team.
The investment objectives were developed to
identify the high-level focus that any potential
solution would need to deliver on, and to ensure
strategic options were assessed against their ability
to deliver the defined benefits and address the
problems identified. The investment objectives and
associated solutions identified shown in the
diagram. Their relationship and fit with the identified
benefits can be seen in the ILM model in the
appendix. The investment objectives clearly show
the desired move from a pure property development
case to a response that includes both the physical
and social development of the site.

Investment Objectives
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Is an Innovation Quarter at Gracefield the right approach?
Gracefield is an established Crown
asset with a unique opportunity to
support the Government’s goal to
increase expenditure on R&D to two
per cent of GDP by 2027.
In the first Gateway Review 0/1 Report (April 2018), the
Review Team heard some concern regarding the
Gracefield site’s location with respect to Wellington City
and the Airport. Their response was as follows:

The current site is perceived by some
interviewees as a sub-optimal location,
owing to a lack of public transport and
amenities to build a vibrant community.
However, the site possesses a number of
Resource Consents for specialist activities
which are considered difficult to secure
elsewhere. The Review Team believes that
a vibrant community, 18 minutes from the
Capital city, and situated in a location with
the hills and waterside, is achievable and
requires commitment to embrace the
concept of ‘Science City’ a short light rail
ride away. It would also provide an
opportunity to showcase innovative transport
and connected technology to showcase
innovative transport and connected
technology.12
Many factors influence whether an Innovation Quarter
succeeds or not. We have reviewed some of the key
literature on this topic. This literature can be organised
into four broad categories: papers on property-based
science interventions, fact-finding reports on innovation
districts, papers on clustering and agglomeration
economics, and official advice regarding the Christchurch
Innovation Precinct.

12

These information sources have been triangulated to
form a preliminary list of key factors that enable
successful Innovation Quarters. These factors were
tested with innovation experts from MBIE, Callaghan
Innovation, Grow Wellington and Waikato Innovation
Park.

▪

Capability
Callaghan Innovation has internationally
recognised experts based at Gracefield in the
areas of Sensing and Automation, Advanced
Materials, Manufacturing and Design (Materials
Science and Heavy Engineering), Information
and Communications Technology (ICT), and
Biotechnology. This expertise is targeted at
supporting innovation in the HVMS sector and is
supplemented by the existing partners and
tenants on-site.

▪

Capacity
The site is currently underutilised with
considerable land available for the development
of buildings and support infrastructure for other
HVMS businesses wishing to co-locate with
Callaghan Innovation and other like-minded
businesses, and also for additional science and
engineering research facilities demanded by
industry.

▪

Infrastructure
The site has existing buildings, road networks,
utilities and consents that can support HVMS
activities. It also has existing laboratories,
emission stacks and technical equipment that
can enable the development and testing of
HVMS products. Gracefield also has permits for
industrial equipment, chemicals and processes
that are difficult to obtain in built-up locations.

▪

Track Record
The Gracefield site, and the community more
widely, has a proven history of success in
spawning and supporting successful businesses /
ventures including supporting clients like
Gallaghers, 4RF, F&P Healthcare, Rocket Lab,
and Navman.

Most of the factors can be successfully realised
irrespective of the site’s location, for example decisions
relating to marketing campaigns and governance
arrangements.
Three factors, however, are contingent on the site’s
location itself.
1. The ability to leverage local strengths.
2. The ability to build on applied and basic
research.
3. The ability to secure local support.
An indicative analysis suggests that the Gracefield site
aligns well with these factors. For example:
▪

Externally, the Gracefield site already sits within
an industrial zone recognised as a High Value
Manufacturing and Services (HVMS) cluster, and
internally it has a resident population of scientists
and engineers employed by Callaghan
Innovation, Victoria University of Wellington, and
a variety of customers / partners (many of whom
are site tenants).

▪

A Gracefield Innovation Quarter (GIQ) can
support both basic and applied research, with a
focus on commercialising innovation.

▪

The concept of a fully-enabled Gracefield
Innovation Quarter has the support of key
stakeholders, as noted previously.

Additionally, the Gracefield site contains or borders a
range of features that support Callaghan Innovation’s
mission and align to the precursors of a successful
Innovation Quarter. These include:

Gateway Review 0/1 Report (April 2018), p6
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Programme Options Identification

Programme Options Identification

Option dimensions

Critical Success Factors

To identify the various options, we
used the dimensions of scale, scope
and location; ranging from “do
nothing” to a world-class innovation
quarter, and from reusing the existing
facilities at Gracefield through to
relocating them to multiple cities
throughout the country. It was not
assumed that Gracefield was the only
possible site for an HVMS Innovation
Quarter.

This investment proposal has a unique set of critical
success factors that were utilised to assess the strategic
options and responses. These were:
•
•

•
•

The defined importance of strategic responses
The ability to deliver on the desired benefits
identified through the Investment Logic Mapping
(ILM) process (assessed though their ability to
deliver on Key Performance Indicators (KPIs)
The ability to support Callaghan Innovation’s four
key pillars; and
Meeting the critical success factors:
o Strategic fit and business needs
o Potential value for money
o Supplier capacity and capability
o Potential affordability
o Potential achievability

Description

1. Do Nothing

•

Continue with reactive / deferred maintenance
programme.

2. Do Minimum

•

Increase reactive maintenance programme to meet
minimum level of service related to legislative
requirements (H&S, Hazardous Substances and New
Organisms (HSNO)).

3. Property Development:
Callaghan Innovation only

•

Develop infrastructure and facilities to support
Callaghan Innovation staff and objectives only.
Remove all tenants from Gracefield site.
Focus on property development only, no focus on
social connections, collaboration, and culture of
innovation.

•
•

4. Property Development:
Callaghan Innovation and
tenants

•

By identifying these critical success factors, each
strategic option could be assessed to identify the
preferred option, and an ongoing long-term assessment
framework can be set up to measure the performance of
the preferred option on delivering the defined benefits.

5. Property and Community
Development: Callaghan
Innovation only

•

Options have been considered for investment in the site
with a public-private partnership (PPP) or other private
investment model. These options were eliminated for the
Tactical Estates Continuity Programme evaluation as
private investment in the core infrastructure for the site
and tactical estates programme was not considered to be
practical. Opportunities for any form of private investment
in individual facilities (customer specific or otherwise)
within the site infrastructure will be considered for the
Strategic Development Programme and opportunities
explored as they arise. A coherent and centrally
managed core infrastructure for the site is an important
element to optimise value from the site.

6. Property and Community
Development: Callaghan
Innovation and tenants

•

7. Close Gracefield and relocate
Innovation Quarter (including
tenants)

•

8. Close Gracefield, no
replacement

•
•
•

Plus two regulatory requirements:
o
o

Programme Options Identification
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Health and Safety (H&S)
Retention or duplication of existing
consents and usage rights in place at the
Gracefield site.
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•

•
•

•

•

Develop infrastructure and facilities to support
Callaghan Innovation and tenants.
Focus on property development only, no focus on
social connections, collaboration, and culture of
innovation.
Develop infrastructure and facilities to support
Callaghan Innovation staff and objectives only.
Remove all tenants from Gracefield site.
Improve collaboration and innovation with Callaghan
Innovation staff and customers.
Develop infrastructure and facilities to support
Callaghan Innovation and tenants.
Improve collaboration and innovation with Callaghan
Innovation staff, tenants, and customers.
Close all facilities at Gracefield and move facilities to
alternative site(s) in New Zealand.
Look for the best mix of Callaghan Innovation, tenants,
and users at alternative sites.
Close all facilities at Gracefield.
Remove all tenants and Callaghan Innovation staff.
No relocation of tenants.
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Programme Options Assessment
Options Assessment
A range of strategic interventions were developed to
include the Strategic Responses from the ILM that
support the successful delivery of defined benefits and
the Four Key Pillars of Callaghan Innovation’s strategy.
The Strategic Interventions (ILM strategic responses and
Callaghan Innovation strategy) and the ability of the
Strategic Programme Options to deliver the desired
benefits were ranked and weighted against their
identified level of importance, cost, time to deliver, risks /
dis-benefits, and the critical success factors. The
strategic programme options were assessed in a multicriteria framework to provide an assessment of each
option and to identify a preferred way forward.
Options Assessment Summary
Option 1: 'Do Nothing - Continue with reactive /
deferred maintenance programme' is not acceptable.
It neglects to address Callaghan Innovation’s role as a
good employer and landlord by not addressing key health
and safety issues identified and their Duty of Care. More
detail on the current state of the Gracefield site can be
found in the Strategic Case.
Option 2: 'Do minimum - Increase reactive
maintenance programme to meet minimum level of
service related to legislative requirements (H&S,
HSNO)' addresses issues around Callaghan Innovation's
Duty of Care, but would not deliver on any of the desired
benefits, or on Callaghan Innovation’s strategy.
Options 3 and 4: ‘Property development only:
Callaghan Innovation (no tenants)’ and with tenants:
Callaghan Innovation and existing tenants’ would provide
an adequate level of service to address Callaghan
Innovation’s Duty of Care, but as property-focused
options would not allow for the active creation of a
collaborative innovation culture, reduces the potential to
deliver the desired benefits and Callaghan Innovation
strategy outcomes.
Option 5: ‘Property and community development:
Callaghan Innovation (no tenants)’ would provide
medium-level potential to deliver on defined benefits but
would struggle to promote a collaborative innovation
community. It would also have the potential to lose
valuable tenants and users.

Programme Options Assessment

Option 6: ‘Property and community development:
Callaghan Innovation and tenants’ has the highest
potential to realise the full benefits desired, with good
strategic fit. This option also has the benefit of retaining
local expertise, though the option may have some risk in
changing the existing culture onsite.

Economic Case

Option 7: 'Close Gracefield and relocate Innovation
Quarter (including tenants)' has the potential to deliver
on the desired benefits and Callaghan Innovation’s
strategy. It may be easier to develop a collaborative
culture from scratch rather than having to evolve from an
existing one. However, this option has the risk of losing
current expert staff based in the Wellington region, as
well as the time to set up new facilities and obtain the
appropriate site use consents.

GIQ Programme Business Case

Option 8: 'Close Gracefield, no replacement' will not
deliver on the desired benefits and would create
challenges in Callaghan Innovation delivering on their
strategies, loss of expertise, and potentially incur costs to
remediate the site before a sale could occur.
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The Recommended Way Forward
The preferred way forward is Option

Development of the Gracefield site has evolved from the
original work completed in 2012. Based on a wideranging engagement process with stakeholders the
proposal has moved from being property-centric to
encompassing a holistic programme to deliver the
desired benefits, recognising interdependencies between
property, community, science (research, development,
and commercialisation) and digital outcomes. The overall
assessment has identified that the Optimal Value for
Money Solution is to develop an effective innovation
community at Gracefield that supports Callaghan
Innovation, tenants, and general users.

6: ‘Property and community
development: Callaghan Innovation
and tenants’. This option has the
highest potential to realise the full
benefits desired with good strategic
fit. Delivery of the identified strategic
responses and solutions under this
option will offer the highest potential
to deliver the identified benefits.

The Strategic Case looked at the strategic benefits of
developing the Gracefield site. The Economic Case
explores the wider question of the value of staying at
Gracefield or closing / moving the site, and then explores
the value of a ‘pure’ property investment versus a
combined property plus innovation community
investment. The Economic Case has assessed the fit of a
wide range of options against:
•
•
•

•

The Recommended Way Forward

Economic Case

GIQ Programme Business Case

Their ability to deliver on the desired benefits;
Their ability to deliver on the critical success
factors (KPIs);
How well they fit with Callaghan Innovation’s
strategy (utilising the four key strategic pillars);
and
The defined strategic responses required to
address the problems and deliver on the
benefits desired.
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Main Risks
Risks result from uncertain events
that either improve or undermine
the achievement of benefits. The
main risks that might create,
enhance, prevent, degrade,
accelerate or delay the
achievement of the investment
objectives are identified and
discussed in this table.

Main Risks
Lack of a
shared vision for
the GIQ

Lack of services
that support a
vibrant
community

Consequence
(H / M / L)

H

M

Continuing to
defer
maintenance

H

Lack of Private
Sector Funding

M

Timeliness of
Development

H

Likelihood
(H / M / L)

L

M

L

H

H

Comments
•

Majority of external stakeholders are not clear of the
site’s capabilities;

•

•

Create a shared vision using the Callaghan Innovation Operating Strategy as a
foundation;

Existing Tenants and Callaghan Innovation staff need
to collaborate and develop a shared vision if the
benefits are to be realised.

•

Increase marketing and showcase talent;

•

Undertake customer-focused Strategic Assessments;

•

Good support experienced throughout Stakeholder Engagement workshops.

•

Collaborate and forge partnerships with the local council and New Zealand Transport
Agency (NZTA) for multi benefit assessment of the impacts that the GIQ can have to
support the ‘Petone to Grenada State Highway’ and the ‘Cross Valley Link Road’;

•

Build partnerships with the local council and community, local businesses,
Technology Valley and existing site staff to assess viability of the GIQ Village;

•

Undertake Strategic Assessment for community amenities to be introduced to the
site;

•

Forge partnership with New Zealand Trade and Enterprise (NZTE) to bring Dubai
Expo building back to New Zealand.

The delays to the GIQ strategic programme approval
have compounded the challenges associated with
ageing infrastructure at the site. Facilities are now not
meeting our employer Duty of Care responsibilities.

•

De-couple the GIQ Strategic Programme by implementing a Tactical Estates
Continuity multi tranche programme as recommended by the Gateway Review Team;
If funding is not released by Central Government then the site will need to be shut
down.

•

The current state of the GIQ is in poor condition and is
not compelling for private investment to augment the
site infrastructure;

•

Government to approve funding to enable site stabilising Tactical Estates work to
progress;

•

•

Poor marketing strategies and showcasing the site’s
capabilities results in a lack of understanding of what
the site can offer private investors.

Innovation services to prototype solutions in partnership with private investors to
contribute to solving the Government’s challenges around affordable housing, ageing
infrastructure and climate change.

•

The lack of development work at the site has caused
significant frustrations with Callaghan Innovation staff
and existing tenants;

•

Create a shared vision using the Callaghan Innovation Operating Strategy as a
foundation;

•

Funding is constrained and as such implement a staged approach to the
development of the site, starting with increasing levels of service at the site,
undertake proof of concepts, then progressing as demand builds;

•

Co-locate Auckland Balfour Road and Queen Street offices to new premises and
build prototype facilities and operating model for later inclusion in the Future GIQ.

•

Invest in internal Lab design expertise to understand technical requirements;

•

Undertake customer-focused Strategic Assessments;

•

Public transport, pedestrian access and cycleways are
poor to the site;

•

Lack of amenities such as cafes, educational facilities,
meeting and conference facilities, leisure and usable
green spaces do not exist at the site.

•

•

Facilities Design

H

M

•

•

Main Risks

Risk Management Strategies

Economic Case

•

Missed opportunity for our customers to commercialise
ideas.

High dependence on professional services to
understand technical requirements and design facilities
and appropriate workspaces for GIQ;
Limited market capability and capacity for consultants
to deliver science and HVMS sector infrastructure.

GIQ Programme Business Case
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Key Constraints and Dependencies
Optimism Bias

Table below: Key constraints and dependencies

There is a demonstrated, systematic, tendency for project
appraisers to be overly optimistic. To redress this
tendency, we have made explicit, empirically based
adjustments to the estimates of a project’s costs,
benefits, and duration.
At this stage, it is assumed that around 70% of the
construction project will involve standard buildings,
with the remaining 30% as non-standard structures.
For more information and greater detail, please refer
to the Outline of the Financial Case later on in
this document.

Key Constraints and Dependencies
Various terms have been used for tactical investments to
address decaying real estate, health and safety risks,
responding to earthquake damage and maintaining
business continuity. For the purposes of its report, the
Gateway Review Team considered these works to be
essential for maintaining the operation of Gracefield and
not to be sunk costs irrespective of the form GIQ takes
and referred to them as Tactical Estates Business
Continuity Projects. Investing in these works will not put
at risk the future direction of the site. The corollary is that
not investing will put at risk the key functions and assets
that are of critical importance to New Zealand,
irrespective of strategic direction.

Constraints

Notes

Capital funding

The current remaining appropriation is not enough to complete the Tactical Estates Continuity Programme.

Programme

Existing Condition of Site and the immediate needs for Emergency Response Works and Tactical Estates Works
to ensure our regulatory, Health and Safety obligations and critical business operations are required urgently.

Resources

Current Capability and Capacity must be invested in – current operating budget has constrained development
over the past four years.

Dependencies

Notes and Management Strategies

Callaghan Innovation
Business Strategy

Currently being developed in parallel with the Programme Business Case for the site.

Private Investment Funding

Ability to attract private investors for investment in the site is dependent on stabilising works required as part of
the Tactical Estates Continuity Programme.

Local Government support

For example, to improve transport connections, support regional development initiatives.

Henceforth, this PBC will refer to these
projects as a group as the Tactical
Estates Continuity Programme.
Otherwise, the PBC is subject to the constraints and
dependencies listed in the chart on the right which will
be monitored carefully during the programme.

Above: Science happening all over again.

Key Constraints and Dependencies

Economic Case

GIQ Programme Business Case
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The Recommended Way Forward - Managing our Duty of Care Risk

The mix of solutions / programme delivery
The proposed solutions for the programme were
identified through the series of stakeholder engagement
workshops and further refined at a facilitated workshop
held on 22 April 2018. Each solution is connected to the
overall strategic response showing a clear link to
delivering the benefits desired. The defined solutions are
work that encompasses both physical delivery of assets
and changes to systems and processes.
The work programme to deliver the identified solutions is
staged over the ‘projects’ through the programme
delivery. A summary of this can be seen in the
programme and site development diagrams below. The
focus of this business case is the funding requirements to
progress the stabilising Tactical Estates Works that will
reduce our Duty of Care risks.
The delivery of the strategic GIQ innovation community
programme requires significant work in 2018 / 2019 to
ensure we have a shared vision for the site with our
partners, customers and existing staff. This will be
developed concurrently with the priority Tactical Estates
Works to ensure that future development can be
continued if the benefits are realised.
The investment going forward will address the strategic
responses and benefits identified through the ILM
process within the context of the customer focused
direction provided by Callaghan Innovation’s strategy.

Managing Our Duty of Care Risk

Economic Case

GIQ Programme Business Case
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Programme 1: Tactical Estates

Economic Case

GIQ Programme Business Case
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Programme 1: Tactical Estates

Programme 1: Tactical Estates

Economic Case

GIQ Programme Business Case
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Tranche 1 – Emergency Response Works

(Funding approved)

Investment drivers: Safety

Above: Asbestos removal in the McKay building

Duty of Care Requirements
•

Ensure our Duty of Care to CI employees
is achieved

Benefits
•
•

Investment Objectives Achieved
•
Description

Outline Management Case

The Emergency Response Works project addresses high
priority risks identified with the McKay building. There are
significant staff health and safety issues with asbestos
and existing buildings from the 1940’s. Callaghan
Innovation has already received formal approval from
Government to invest in this project, due for completion
in 2019.
The work will include:
• Constructing a new building to accommodate MSL
Electrical, Time and Temperature Standards
• Upgrading building services for the new building and
the Hector building, and refurbishment of the Hector
south building for interim tenant accommodation
• Replace the roof of the Robertson building
• Demolish the McKay building and Hector north
building

Programme 1: Tactical Estates

•

Formal project control and programme governance
from Chief Executive and Board level. Developing
delivery performance, engagement, and maturity.

Outline Commercial Case
•

•
•

Section 9(2)(a)(ii)

Outline Financial Case
•

•

Section 9(2)(a)(ii)

Economic Case

•
•
•
•

Develop a shared vision and strategy for
GIQ with Key Stakeholders, aligned to CI
operating strategy
Develop a masterplan for GIQ that
delivers on the shared vision and strategy
Build infrastructure and amenities based
on the masterplan
Develop a site operating model, with
accompanying change management /
optimisation programme that leads to a
step change in the GIQ culture of
innovation
Show the Future
Fuel Innovation
Connect the Ecosystem
Liberate innovators

GIQ Programme Business Case

•

•

Increased commercialisation of science
and technology
A vibrant connected and supportive
innovation community is developed.
Increased opportunity and demand for
innovators to connect to locate and use
resources at GIQ.
Increased ongoing investment from
Government and private stakeholders

Risks
MSL’s desire to continue to increase the level of service
to meet international standards without due regard to
financial constraints.
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Tranche 2 – Deferred Maintenance

(Funding requested)

Investment drivers: Safety and Resilience
•
Section 9(2)(a)(ii)

Left: Estimated
costs (Capex
only) for
Tranche 2
investment ($m)

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)
Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)
Section 9(2)(a)(ii)
Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

Cladding improvements and repairs to large areas of glass
joinery are required on the GSF building, and replacement
of the roof and plant on part of the Processing building
(DSP) is required. These facilities are used by Glycosyn.
The roof is a flat concrete roof with butanol and has
multiple plant items and penetrations.

Lab improvements for safety across the site
•
Some urgent upgrade work is required for improvements to
backup power for F Block.
•
A review of laboratories last year identified that the majority
need some remediation to ensure they meet current
laboratory standards. Work is mostly to improve impervious
surfaces, fume hoods and dangerous goods cabinets.

replacement.
There are over 300 heating, ventilation and air-conditioning
(HVAC) systems across GIQ. Many of these units have
reached end-of-life and must be replaced.

•

Description

The proposed works to be delivered as follows:

•

Seismic improvements and asbestos management
•

•

Every building on the Gracefield site has asbestos. Many
require remediation works to manage or remove specific
hazards. Extensive asbestos mitigation is required in the
McKay Building. Critical staff and equipment are required
to remain in the McKay building with special protection until
the new replacement building is completed in Tranche 1.
Improvements are required to protect staff for the next 18
months.
Urgent earthquake strengthening is required for six
structures on site.

Programme 1: Tactical Estates

Underground Services Repair. A survey of our storm water
and sewerage reticulation systems has identified collapsed
pipes. Urgent repairs are required.
Immediate repairs are required to two waste and
emergency waste water collection pits in the Processing
building. The current pits are over 30 years old and have
reached end of life.

Outline Management Case
•

Formal project control and programme governance from
Chief Executive and Board level. Developing delivery
performance, engagement, and maturity.

Outline Commercial Case
•

Section 9(2)(a)(ii)

Ensure our Duty of Care to CI employees is
achieved

Investment Objectives Achieved
•

life. This plant includes an older wooden type of cooling

•

•

•

•

The air conditioning plant in the library building is at end of

Urgent underground services improvements

Currently Glycosyn are storing chemicals in a temporary
not fit-for-purpose area. A future inwards goods store for
Glycosyn is planned in Tranche 3 as a long-term solution.
A temporary inwards goods area is urgently required for
capacity in the interim.
Some minor improvements are required to selected
chemical storage bunkers.
A centralised area of shipping containers is required for
storage space of the equipment to be moved out of the
Hector and McKay buildings. This will also provide
contractor storage space.

Duty of Care Requirements

•

•

•

Section 9(2)(a)(ii)

•

tower and an air reticulation system that require immediate

Interim dangerous goods and storage improvements

•

HVAC replacements across the site
Section 9(2)(a)(ii)

The proposed works in Tranche 2 are required to stabilise
existing staff and tenant accommodation and improve safety
and resilience across the site. We must provide an appropriate
level of health and safety for our people. Leaks, failing air
conditioning, dangerous goods storage, and other issues are
impacting on the working environment for the staff and tenants
and require urgent remediation.

Outline Financial Case

•

•
•
•
•

Develop a shared vision and strategy for GIQ
with Key Stakeholders, aligned to CI operating
strategy
Develop a masterplan for GIQ that delivers on
the shared vision and strategy
Build infrastructure and amenities based on
the masterplan
Develop a site operating model, with
accompanying change management /
optimisation programme that leads to a step
change in the GIQ culture of innovation
Show the Future
Fuel Innovation
Connect the Ecosystem
Liberate innovators

Benefits
•
•
•

•

Increased commercialisation of science and
technology
A vibrant connected and supportive innovation
community is developed.
Increased opportunity and demand for
innovators to connect to locate and use
resources at GIQ.
Increased ongoing investment from
Government and private stakeholders

Risks
Resources may be diverted to reactive maintenance which may
be prioritised above this project.

Urgent roof and exterior remediations
•

•

Roof replacements are required for A and B blocks. This
roofing has been failing for the last few years has multiple
penetrations and is a flat roof. This work is required to
ensure staff have weather-tight accommodation. This is an
interim solution as demolition is planned for these buildings
in the medium-term.
The cladding on G Block has been impacted by recent
seismic events. The windows and roof need some
remediation to continue to provide weather-tight
accommodation for staff.

Economic Case

GIQ Programme Business Case
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Tranche 3 – Hazardous Goods and Site Infrastructure

(Funding requested)

Investment drivers: Compliance and Resilience
that efficient, effective and supports future GIQ supply
and demand requirements.

Duty of Care Requirements
•

Site Infrastructure Upgrades
Ongoing issues with maintenance, repairs and failing
infrastructure provide a low level of service that does not
meet the needs of the site. Sanitation is at risk due to
failing sewer pipes and continued potable water leaks.
The infrastructure is at the end of its useful life (refer to
the Beca Condition Report).
A scientific work in progress across GIQ is at risk when
utilities or power fail. The existing generators are
unreliable. Our customers and tenants are financially
impacted when experiments are affected by failing
utilities.
Our future is to develop a vibrant and thriving innovation
community with structured development zones. A
proposed blueprint design has been created (refer to
tranche 8). The infrastructure will be replaced to support
these development zones and improve the resilience and
operating environment of the site in the interim.

Ensure our Duty of Care to CI employees
is achieved

Investment Objectives Achieved
•

•
•
•

•
•
•
•

Develop a shared vision and strategy for
GIQ with Key Stakeholders, aligned to CI
operating strategy
Develop a masterplan for GIQ that
delivers on the shared vision and strategy
Build infrastructure and amenities based
on the masterplan
Develop a site operating model, with
accompanying change management /
optimisation programme that leads to a
step change in the GIQ culture of
innovation
Show the Future
Fuel Innovation
Connect the Ecosystem
Liberate innovators

Benefits

Description
The existing hazardous goods handling, chemical
storage and utilities infrastructure across the site are no
longer fit-for-purpose. The proposed works include:
• Full site upgrade for chemical and hazardous goods
handling to ensure safety and compliance to
regulations.
• Site-wide horizontal infrastructure upgrades to
stabilise and future-proof utilities and 3 water
networks that are at end-of-life. This investment
enables future site development (refer to tranche 8).
Hazardous Goods and Chemical Storage
The Gracefield site has a long history of supporting pilot
plant operations that enable customers to take their
conceptual and small-scale lab designs and turn out pilot
batches of material for market testing.

Programme 1: Tactical Estates

We have unique council consent rights to use a variety of
hazardous materials which requires suitable storage of
materials sourced from suppliers.
The regulations for managing hazardous substances that
affect human health and safety in the workplace were
transferred from Hazardous Substances and New
Organisms Act (HSNO) to the Hazardous Substances
Regulations under the Health and Safety at Work Act
2015 (HSWA). These changes came into force on 1
December 2017.

Combined utility and 3 water trenches will be constructed
around the perimeter of the development zones, with
designated plant rooms (beating hearts) to support
current requirements. Futureproofing for future state will
only be provided by space allocation, not physical
infrastructure. The approach also offers an ‘Off Ramp’ in
the future if development zones are sold off. The baseline
infrastructure will appeal to developers.
Outline Management Case
•

Outline Commercial Case

Recent reviews by Callaghan Innovation have highlighted
compliance issues and a programme of works has been
underway to maintain site-wide safety and compliance.

•

This work aims to provide medium to long term solutions
to enable GIQ business operations to continue in
accordance with legislation, while providing a solution

•

Economic Case

Formal project control and programme governance
from Chief Executive and Board level. Developing
delivery performance, engagement, and maturity.

•
•
•

•

Increased commercialisation of science
and technology
A vibrant connected and supportive
innovation community is developed.
Increased opportunity and demand for
innovators to connect to locate and use
resources at GIQ.
Increased ongoing investment from
Government and private stakeholders

Risks
•

Continued reputational, operational, health & safety
and duty of care risks to our site users if investment
is not approved.

Section 9(2)(a)(ii)

Outline Financial Case
Section 9(2)(a)(ii)

GIQ Programme Business Case
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Tranche 4 – Flexible Workspaces

(Funding requested)

Investment Drivers: Resilience and Capacity
Scope
Flexible Office Spaces
Unlike many of the other building assets the Library
building structure is in generally good condition. It has no
significant asbestos issues and is seismically sound.
Internal improvements are required to upgrade and
modernise the interior office environment and upgrade
the fire systems for safety and compliance.
The ground floor of this building currently operates as the
reception for the entire site, and three other levels are
occupied by Callaghan Innovation corporate teams and
Measurement Standards (MSL). One floor is currently
unused and requires fitout work.
Suitable office space and meeting rooms are in high
demand across the site. Staff and tenants are often
reluctant to bring customers to many offices at GIQ as
they are concerned about reputation. There is very
limited space to decant staff and tenants when office
maintenance work is required.
The exterior of the Library building is coming to the end
of its useful life. This can be deferred for delivery as part
of the proposed future strategic programme.

Description

Flexible Laboratory Spaces

The ageing buildings and facilities across the site and the
accumulated deferred maintenance and has now come to
a critical situation. There is a lack of flexible workspace
capacity of an appropriate standard to manage the site
effectively. Suitable office and laboratory space is not
available to provide efficient operations, a level of
resilience, and an appropriate image to customers.

The location of the former Hector north building has been
identified to construct a new building that can host
flexible laboratory spaces. Constructing a new building
structure (envelope) will improve site resilience (reduce
capacity risk) and provide flexible decant space for
laboratories to implement the proposed strategic
programme (tranche 8) while reducing the lead time to
achieve benefits from this programme.

The proposed works include:
• Refurbishment of offices in the Library Building to
create additional flexible office spaces that meet an
appropriate standard
• Construction of a new building to replace the Hector
north building that can contain flexible laboratory
workspaces.

Programme 1: Tactical Estates

The proposed works will provide an internal upgrade to
create modern and flexible office spaces and to maximise
the available space. Some of this space will provide
spaces for customer discussions to support innovation
services (ideate, validate and launch services). The
spaces will also provide flexible spaces to support visiting
staff and temporary decants from other buildings.

Duty of Care Requirements
•

Investment Objectives Achieved
•

•
•
•

•
•
•
•

•
•
•

•
Formal project control and programme governance
from Chief Executive and Board level. Developing
delivery performance, engagement, and maturity.

Develop a shared vision and strategy for
GIQ with Key Stakeholders, aligned to CI
operating strategy
Develop a masterplan for GIQ that
delivers on the shared vision and strategy
Build infrastructure and amenities based
on the masterplan
Develop a site operating model, with
accompanying change management /
optimisation programme that leads to a
step change in the GIQ culture of
innovation
Show the Future
Fuel Innovation
Connect the Ecosystem
Liberate innovators

Benefits

Outline Management Case
•

Ensure our Duty of Care to CI employees
is achieved

Increased commercialisation of science
and technology
A vibrant connected and supportive
innovation community is developed.
Increased opportunity and demand for
innovators to connect to locate and use
resources at GIQ.
Increased ongoing investment from
Government and private stakeholders

Risks
Outline Commercial Case

Based on the outcome of further strategic planning
(tranche 6), a future project may decant Trinity
Bioactives, Trading Standards and other tenants into the
new facility to allow the ageing Hector south building to
be demolished and rebuilt.

•

Outline Financial Case
•

Economic Case

Section 9(2)(a)(ii)

The perception of science teams of investment into a
current ‘corporate’ facility will need to be managed to
ensure they understand the benefits to them of the
investment.

Section 9(2)(a)(ii)

GIQ Programme Business Case
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Tranche 5 – Business Growth Workspaces

(Funding requested / internal reserves)

Investment Drivers: Resilience and Capacity
Section 9(2)(a)(ii)

existing laboratory and workshop areas to house
additional equipment and support services.

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)
Section 9(2)(a)(ii)

GlycoSyn

Duty of Care Requirements
The investment to upgrade laboratory and office facilities
will increase capacity, capability and enable GlycoSyn to
grow operations and improve safety within the existing
building footprint.
In 2014 a chemical spill in Laboratory PAG-13 of the
processing building rendered the facility out of action with
the space requiring quarantining prior to removal of the
contaminated building fabric. Since that time two other
labs have reached their end of service life and the roof
above these labs and offices is at end-of-life. This is
constraining GlycoSyn’s ability to recruit additional staff
and increase its business revenue.
Clean Room

Old facilities and limited appropriate workspaces are
constraining growth of Callaghan Innovation’s
commercial businesses. The proposed works include:
•
•
•
•

Robertson building upgrades for Kiwistar Optics
Processing building upgrades for AddLab &
Protoshop
Processing building upgrades for Glycosyn
Robertson building Clean Room upgrade for use by
microfabrication customers

KiwiStar Optics
KiwiStar is a commercial business that designs,
manufactures and tests complex world-class optical
assemblies, with integrated optical and mechanical
elements. It has an international client base and is
generally focused on civilian astronomical projects, but
has also successfully completed work on instrumentation,

Programme 1: Tactical Estates

defence, and surveillance projects. Following a period of
business growth, KiwiStar now requires additional
manufacturing and support workspaces to meet current
and forecast customer contracts and revenue.

The proposed works will fully refurbish the existing facility
located within the Robertson building.

AddLab & Protoshop
The AddLab additive manufacturing facility was
established in 2017 with the goal of increasing value to
NZ businesses from 3D printing.
As part of developing a centre of expertise for additive
manufacturing, Callaghan Innovation has entered into a
partnership agreement with Additive Manufacturing
Solutions Ltd (AMS) to co-locate at GIQ. AMS is seeking
to provide dental laboratories with a metal 3D printing
production facility, utilising 3D Systems equipment to
produce cobalt-chrome partial dentures and implants.
The collaboration with AMS requires re-configuring the

Economic Case

•

•
•

•
•
•
•

•
•

Formal project control and programme governance
from Chief Executive and Board level. Developing
delivery performance, engagement, and maturity.

Outline Commercial Case
•

Section 9(2)(a)(ii)

Outline Financial Case
•

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

GIQ Programme Business Case

Develop a shared vision and strategy for
GIQ with Key Stakeholders, aligned to CI
operating strategy
Develop a masterplan for GIQ that
delivers on the shared vision and strategy
Build infrastructure and amenities based
on the masterplan
Develop a site operating model, with
accompanying change management /
optimisation programme that leads to a
step change in the GIQ culture of
innovation
Show the Future
Fuel Innovation
Connect the Ecosystem
Liberate innovators

Benefits

Outline Management Case
•

Ensure our Duty of Care to CI employees
is achieved

Investment Objectives Achieved

•

Microfabrication and related technologies provide
growing opportunities for NZ businesses. An independent
microfabrication clean room is a valuable facility to
support this market. The existing clean room is no longer
fit-for-purpose and has recently been closed due to
health and safety concerns. The closing of the facility has
put pressure on delivering commercial projects and
supporting innovation customers.

Description

•

•

•

Increased commercialisation of science
and technology
A vibrant connected and supportive
innovation community is developed.
Increased opportunity and demand for
innovators to connect to locate and use
resources at GIQ.
Increased ongoing investment from
Government and private stakeholders

Risks
Decanting limitations will result in increased costs and
business disruption during the works. Unfortunately, the
penalties of legislative compliance and contract delivery
requirements are too great not to proceed immediately
with the work.
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Economic Case
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Programme 2: Strategic Services

Programme 2: Strategic Services

Economic Case

GIQ Programme Business Case
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Tranche 6 – Strategy & Operating Model

(Funding from internal reserves)

Investment Drivers: Community and Capability
prototype projects and maximise opportunities to build
the public profile of Callaghan Innovation.

•

We will measure our benefits and key performance
indicators by:

•

Increased commercialisation of science and
technology
A vibrant, connected and supportive innovation
community is developed
Increased demand from innovators to engage
with our services
Increased investment over time from
Government and private stakeholders.

•
•
•

Development of strategy for our innovation communities
at GIQ and Auckland will continue, with development of a
new operating model for effective customer engagement
and delivery of science and technology services.
The Investment Logic Mapping consultation process has
confirmed that developing an Innovation Community at
Gracefield will best achieve the Callaghan Innovation
strategic and investment objectives. It has also identified
the following:
•
•
•
•

A shared vision across the innovation ecosystem
for the site needs to be created;
A masterplan needs to be developed that
delivers on the shared vision;
Infrastructure and amenities need to be built in
accordance with the masterplan;
A site operating model needs to be developed to
support the shared vision, masterplan,
infrastructure and amenity upgrades at the site.

Programme 2: Strategic Services

Work in this Tranche will also establish capability to
execute on our plans on the later tranches as follows:
Embed the GIQ Planning Team
Build the GIQ Programme Management Team
Develop business cases to support further investment.
•
•
•

Embed GIQ Planning Team (Refer to
Management Case).
Build the GIQ Programme Team (Refer to
Management Case).
Develop business cases for investment

We will develop, in partnership with our stakeholders, a
clear vision aligned to the Callaghan Innovation strategy
that provides a clear business case for the Strategic
Services Programme.
The Strategic Services Programme will be developed into
a masterplan that delivers on the shared vision and
strategy to provide effective infrastructure and amenities
to support integrated physical and digital innovation
services. This will enable development of a virtual
innovation community and expand the visibility of

Economic Case

•

Through this project we will identify an optimisation
programme that will support the desired culture required
for success and deliver benefits from a broad and
engaged Innovation Community.

•

Description

Investment Objectives Achieved

•

•
•
•
•

Develop a shared vision and strategy for
GIQ with Key Stakeholders, aligned to CI
operating strategy
Develop a masterplan for GIQ that
delivers on the shared vision and strategy
Build infrastructure and amenities based
on the masterplan
Develop a site operating model, with
accompanying change management /
optimisation programme that leads to a
step change in the GIQ culture of
innovation
Show the Future
Fuel Innovation
Connect the Ecosystem
Liberate innovators

To achieve success, we need to empower our greatest
assets – our people. Ownership and drive of the shared
vision will ensure benefits are realised and as such
contribute to the Government’s goal to increase
expenditure on R&D to 2% GDP by 2027.

Benefits

The Treasury Gateway review process will be embraced
to ensure we have assurance that the proposal is robust,
risks identified, and mitigation of risks implemented to
achieve success. Further Business Cases are planned
for submission to central Government at the end of the
2018/2019 financial year.

•

•
•

•

Increased commercialisation of science
and technology
A vibrant connected and supportive
innovation community is developed.
Increased opportunity and demand for
innovators to connect to locate and use
resources at GIQ.
Increased ongoing investment from
Government and private stakeholders

Risks
Outline Management Case
•

Formal project control and programme governance
from Chief Executive and Board level. Developing
delivery performance, engagement, and maturity.

Outline Commercial Case
•

Section 9(2)(a)(ii)

TA commitment of time is required from Callaghan staff,
the innovation ecosystem and central government which
will need to be carefully managed to minimise impact on
business as usual activities.
If a shared vision across Callaghan, the innovation
ecosystem and central government cannot be
established then the future of the site is unknown.

Outline Financial Case
•

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)
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Tranche 7+ – GIQ Development

(Future Funding – not requested)

Investment Drivers: Community and Capability
Innovation
Section 9(2)(g)(i)

Outline Commercial Case
•

Section 9(2)(a)(ii)

Outline Financial Case
•

Section 9(2)(a)(ii)

Investment Objectives Achieved
Science and solutions zones
Our Callaghan Innovation’s Solutions Teams (formally
known as RTS) and other core capabilities will focus on
providing the right facilities and infrastructure to support
HVMS innovators and working in tangible partnerships
with central government and other agencies. These
zones will support the commercialisation of science and
technology and targeted Research and Development
programmes.
The home of our nations innovators. The facilities in
these zones will provide support services for the HVMS
sector capabilities around Scale, Validate & Evolve
Callaghan Innovation modular services.
Description

GIQ Innovation Community Services

The future GIQ Innovation Community will be structured
into activity zones as follows:
• Green belt & park access
• Central Innovation Hub
• Science and solutions zones
• Social and commercial zone
• Operations and storage zone

Green belt & park access
Transport links to the site may be improved by key
transport initiatives. These may include the NZTA Petone
to Grenada State Highway, cross valley link road, and
autonomous vehicle opportunities to connect to
Petone/Woburn railway stations and Lower Hutt town
centre. The GIQ is seen as a destination point for
business and will support wider regional initiatives.

Digital services and video conferencing will enable better
access and collaboration to the services offered at GIQ. It
is intended that the digital platform will be a virtual twin of
the site that can be navigated to the relevant areas of
expertise that will be available to our customers.

GIQ will link with public transport networks and will be
accessible to walking, cycling and visiting innovators. The
Waiwhetu Stream and adjacent land will be seamlessly
integrated to provide an environmental amenity for GIQ.
The success of this green zone will be dependent on a
wide range of stakeholders at central, regional, local
government level with support from the private sector.
Central Innovation Hub
This is the soul of the government’s national innovation
agency. The GIQ will be the place where business,
innovators from the HVMS sector come to collaborate,
partner and commercialise their ideas.

Programme 2: Strategic Services

Economic Case

Social and commercial zone
Amenity and social aspects of the GIQ will be located at
the social hub. The functions of the zone may include a
Visitors reception, customer meeting facilities, history of
the site, education zone, café, childcare, local and
regional retailers, short term stay accommodation and
external gardens and amenities.

•

•
•
•

•
•
•
•

Benefits
•
•

The success of this zone will be dependent on the critical
mass of the site to ensure commercial services can be
supported, and partnerships with the council and local
business.
Operations and storage zone
Operations and dangerous goods storage will be located
at the northern end of the site and will include a logistics
centre, hazardous goods and storage solutions and
environmental and asbestos services.

Develop a shared vision and strategy for
GIQ with Key Stakeholders, aligned to CI
operating strategy
Develop a masterplan for GIQ that
delivers on the shared vision and strategy
Build infrastructure and amenities based
on the masterplan
Develop a site operating model, with
accompanying change management /
optimisation programme that leads to a
step change in the GIQ culture of
innovation
Show the Future
Fuel Innovation
Connect the Ecosystem
Liberate innovators

•

•

Increased commercialisation of science
and technology
A vibrant connected and supportive
innovation community is developed.
Increased opportunity and demand for
innovators to connect to locate and use
resources at GIQ.
Increased ongoing investment from
Government and private stakeholders

Risks
Dependent on the success of tranches 1-6.

Outline Management Case
•

Formal project control and programme governance
from Chief Executive and Board level. Developing
delivery performance, engagement, and maturity.

GIQ Programme Business Case

Page 49

The GIQ of the future
Vision:

The home of business and science.
A place that inspires innovation
on the world stage.
A hub for developing talent and
innovation services to
support entrepreneurs to grow
billion-dollar businesses.
We bridge the gap from concept
to commercialisation, where new
ideas have a better chance to
become global success stories.

A hub for commercialising innovation

Our vision for GIQ

Callaghan Innovation exists to empower innovators, while
the Gracefield Innovation Quarter operates as the engine
to support development and commercialisation of
innovation.

Imagine arriving at GIQ via a new entrance to the West,
along the river bank. You’ll be delivered, through an
integrated SMART regional transport network that will
include autonomous vehicles, e-bikes, and river
walkways along a regenerated river bank that embraces
culture and the environment.

The GIQ is the hub and a gathering place of the talent,
tools and technology to inform the weird ideas that will
grow into market-leading products and services.
We are a networked place – with the collective
intelligence and connections to link entrepreneurs with
our partners and specialist expertise within the New
Zealand innovation ecosystem.

Dominating your view is a 2,000 square metre building
that features reception, meeting, cafe and hosting/social
facilities that look out over the water. A place to do
business, connect with great minds, commercialise ideas
and contribute to the Government’s goal to increase
expenditure on R&D to 2% GDP by 2027.

We provide the infrastructure for intelligent minds to
acquire and share new knowledge and for passionate
New Zealanders to research, develop and commercialise
their concepts into global success stories.

This is New Zealand’s national pavilion from World Expo
2020 in Dubai, returned home through the generosity of
corporate sponsorship. Its design is inspired by waka
taonga, traditional Māori receptacles made to safe-guard
items of considerable intrinsic value. The beautifully
carved containers, which included Waka Huia and Papa
hou are important cultural symbols for the protection and
maintenance of values and practices. They were gifted to
strengthen relationships, create new partnerships and
maintain traditions and stories from one generation to the
next by bringing people together, connecting minds,
creating the future. GIQ also has a virtual presence as
the digital innovation services hub for Callaghan
Innovation, accessed nationally and internationally
through the internet.

We love the weird stuff that no-one has thought of yet.
We are passionate about inspiring and playing our role to
train the next generation of scientists and engineers to
support New Zealand business.
We help upskill those scientists and engineers working in
Industry today, to ensure their R&D programmes have a
better chance of success.

The GIQ of the Future

Economic Case
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Delivering on Investment Objectives

•

Create a new Gracefield Innovation Quarter
(GIQ) strategy that is integrated with Callaghan
Innovation strategy and partner strategies

•

Develop relationships with key partners and
stakeholders

•

Develop business cases for staged
development with government and private
sector support and funding

Develop designs for physical spaces and a
renewal and building programme plan for the
next 10 years aligned with the GIQ strategy

•

Develop a plan for integrated physical and
digital service delivery to showcase digital
services and a cyber-physical exemplar.

•

Develop prototype scope and design proposals
and business cases for prototype works

•

Develop GIQ marketing collateral

•

•

•

Develop a communications and engagement
plan for the GIQ strategy

Delivering on Investment Objectives

Develop a master plan for the GIQ site
development based on the agreed GIQ
strategy, community development objectives,
and sustainability objectives.

Economic Case

•

Develop the competencies required to
successfully deliver the strategy for Callaghan
Innovation and partners.

•

Identify and build the GIQ programme team to
lead the site development, change optimisation
and community development.

•

Develop prototype operating model as part of
Auckland co-location project to enable
refinements, improvements and lessons learnt
before committing to future models at the GIQ.

•

Develop a ‘one facility’ classification system
that is customer focussed to assist in building
an innovation community

•

Develop a change management programme to
optimise the desired culture and deliver the
required outcomes

•

Re-distribute (decant) the GIQ community to
spaces that support the master plan and
demolish end-of-life buildings to make space
for new development.

•

Build agreed new facilities

GIQ Programme Business Case
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Programme Management Strategy & Framework
Outlining the mangement case
Planning for redeveloping the Gracefield site formally
started with a proposal in March 2012 and has involved
various activities and stages since then. Through the
development of the current Programme Business Case
the redevelopment has evolved from a property centric
approach to a property and community approach.
The Management Case describes the planning and
delivery approach that will be taken to ensure the
achievability of the Programme Business Case and
associated projects, and to appropriately manage risks.
As highlighted in the Strategic Case, Callaghan
Innovation’s Long Term Strategy 2018-2023 represents a
transformational change to how it delivers key services
and R&D outcomes expected.
Similarly, the GIQ Strategic Programme will deliver a
multi-stage Change Management Programme to build an
innovation community. However, before this can be done
most effort will be focused on the property-related
projects contained in the Tactical Estates Works.

Stage 0/1 Gateway Review - Delivery Confidence
Assessment
This investment proposal has been given a Delivery
Confidence Assessment of Amber in the Stage 0/1
Gateway Review, indicating that successful delivery
appears feasible but issues already exist requiring
attention. Key focus areas should be the rapid
progression of projects to address the current Duty of
Care issues at Gracefield (ie completing the Tactical
Estates Works) and a focused effort in addressing the
requirements of moving to Level 2 PMO maturity.
Callaghan Innovation has appointed a new Chief
Executive and a GIQ Planning Manager and there is now
evidence of progress. Vision formation is underway and
some more rigorous approaches to project controls are
being implemented. The Strategic Programme (as
opposed to the tactical projects) is in the formative
stages... This is normal for the scale, complexity and
stakeholder landscape of this Programme.
The Review Team considers that successful delivery is
feasible but issues already exist requiring attention:
•
•
•
•
•
•

De-coupling the GIQ from the Tactical Estates
Business Continuity Projects;
Addressing the Duty of Care to the workforce;
Establishing a common vision for GIQ;
Implementing a structured Programme
Management approach;
Establishing Programme Governance; and
Resourcing the Programme appropriately.

Programme and Business Assurance
The current oversight for the Programme resides with the
Callaghan Innovation Board. This relationship is
managed through the SRO, (currently Callaghan
Innovation’s Chief Executive) and supported by the GIQ
Planning Manager and Facilities Manager.
Developing a GIQ Planning Team (see over the page)
working in partnership with the facilities team in the
interim will ensure that our deferred maintenance,
Emergency Response Works and Duty of Care projects
are continued with reduced risk.

Outlining the Management Case

Management Case

The progression from the interim structure to the final
structure will be in accordance with the chart on the right
and is in accordance with the Gateway review team’s
recommendations.
The development of the Programme Management Office
(PMO) will firstly focus on obtaining International
Organisation for Standardisation (ISO) accreditation
associated with Quality Assurance, Health & Safety,
Environment, Asset and Information Management. We
recognise the need to have independent quality
assurance reviews and we will look to schedule them as
part of the development of the PMO.
Secondly ensure internal capability and capacity is
increased to support the delivery of the Tactical Estates
Works and Auckland development. Thirdly the
development of the team will ensure that Callaghan
Innovation can transition, with reduced risk, to the more
complex delivery models required to deliver the strategic
GIQ innovation community at site.
As the delivery team matures, the Board structure will
also transition to allow for improved Programme
oversight of the more complex and culture focused work.
The Callaghan Innovation Executive Leadership Team
(ELT) will take on the role as the Sponsoring Group, and
a GIQ Development Portfolio Board set up with suitably
qualified internal and external members that can support
the delivery of the benefits desired and building the GIQ
into a community of innovation.
Two critical internal GIQ roles will be the Development
Manager and the Business Change Manager. The
Development Manager, a member of the ELT, will be
responsible for delivering the portfolio of work to ensure
the full benefits are realised at the site. The Business
Change Manager will provide change management
expertise and support to the people at the site to acheive
the required revised operating model, is implemented
effectively at the site.
As the Programme develops, individual ongoing Gateway
Reviews will be arranged for both Tactical Estates and
the Strategic GIQ Programme.

GIQ Programme Business Case
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Capability and Capacity to Deliver the Programme
Initial internal assessment to deliver the Programme
The initial assessment of capability and capacity to
deliver the proposed Programme was that Callaghan
Innovation, the GIQ Project Office, and the supplier
market were not ready to deliver the customised
requirements of the set of proposed Projects comprising
the full Programme. The GIQ Project Office is currently
only at MSP’s Level 1 of capability, ‘Awareness of
Process’.

Key:
Tactical Estates
Continuity
Programme
TR1 – Emergency
Response Works

Level 1 describes an organisation that recognises the
difference between running a Project and a Programme.
Level 2 describes the presence of resourcing and
capability, requiring a Programme to be run using a set of
processes and procedures to a minimum specified
standard. A significant amount of work, ranging from
confirmation of Programme Governance all the way down
to documentation, needs to occur before Level 2 maturity
is reached. See the chart at right showing the projected
growth of maturity and capability of GIQ Programme
Management over time.

TR2 – Deferred
Maintenance
TR3 – Hazardous
Goods and Site Wide
Infrastructure
TR4 – Flexible
Workspaces
TR5 – Business
Growth Workspaces

The Tranche 1 Emergency Response Works requires a
complex approach to procurement with an Early
Contractor Involvement model. This model has been
adopted due to the time constrained nature of the
programme. We have recognised our lack of internal
experience and capability and using the ECI model, we
have engaged external knowledge experts to manage
successful delivery of the project. This approach will
provide us with a case study for future more complex
work, requiring alternative procurement models from the
traditional contracting model normally adopted by the
construction market.

Outlining the Management Case

Strategic Services
Programme
TR6 – Strategic
Planning
TR7+ – GIQ
Development

Management Case
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Capability and Capacity to Deliver the Programme
Facilities Team

GIQ Engagement Lead is responsible for developing a
shared vision & strategy for the GIQ. Taking a lead
marketing communication campaign for key internal and
external innovation partners will ensure robust evidence
supports investment needs, assets, effective space
utilisation, environmental and social community planning
requirements. This role is a key part of supporting the
development of the desired culture at GIQ.

The appointment of an interim facilities manager
following the recent resignation of the National Facilities
Manager has brought a fresh perspective to the group.
During the 2018 / 2019 financial year there will be
significant focus on planning and forecasting deferred
works, whilst ensuring the site remains operational. The
key to success is the collaboration and partnership of
both the facilities team and the GIQ Planning Team.

GIQ Information Lead is responsible for the
implementation of Capital Works policies, processes and
standards associated with the GIQ’s essential project
documentation and employers’ requirements. To ensure
successful delivery of the Tactical Estates requires our
information management practices to be robust. All work
undertaken in the next 12 months will contribute to the
proposed Programme Management Office.

The GIQ Planning Team
The GIQ Planning Team shown in at right should be
considered as the first step toward developing the
desired interim level of maturity. The lower complexity
and simpler scope of work for the Tactical Estates will
allow the GIQ team to focus on good project delivery of
the key Emergency Works, Duty of Care and critical
business operation property projects.
The interim structure has identified the need to fill new
roles and increase the capacity of the team to deliver the
identified projects. The interim structure roles are aligned
to the current requirements while identifying the future
capability required.

GIQ Planning Manager is responsible for Programme
Delivery, engages key stakeholders and manages GIQ
external engagements, gets the right teams and people
engaged, and works closely with the SRO, Board, and
wider Callaghan Innovation organisation to ensure
change is managed effectively and the benefits are
delivered.
GIQ Commercial Lead is responsible for critically
assessing predicted internal and external tenant
requirements in respect of proposed investment in
assets, space utilisation, environmental and social
community planning. Through the better business case
model, they will demonstrate how business requirements
align with the GIQ’s investment objectives.
GIQ Project Delivery Lead will work across multiple
procurement models to ensure successful delivery of the
Capital Works projects. Taking a lead role for critical
vertical / horizontal infrastructure projects will ensure the
immediate needs of stakeholders are met and assist GIQ
in meeting its long term investment priorities.

Outlining the Management Case

Management Case
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Levels of Service
Recognising
Managing
Return
Returns
Framework
on Investment
on Investment
- Levels
- Levels
of Service
of Service
Framework
Managing Expectations and Recognising NonMonetary Benefits

Managing Customer Levels of Service –
‘One Facility Classification’

There is a significant amount of work to undertake to
address 40 years of underinvestment at the site.
Throughout the delivery of the Tactical Estates
Programme we must ensure that a suitable level of
service is achieved so that the ongoing operation of the
site can be maintained whilst still being affordable.

To support the benefits realisation of the Gracefield
Innovation Quarter, a new approach to the management
of facilities is being developed by Callaghan Innovation,
known as ‘One Facility Classification’ (OFC). Ongoing
performance measurement is a key part of the customer
commitment behind the Gracefield Innovation Quarter.
There are three areas in which Levels of Service will be
measured and reported on: the physical environment,
supporting science, and supporting the innovation
community.

It is evident that our staff and tenants at the site are
‘starved’ of investment. There is a significant risk in
managing their expectations as many perceive that there
will only be one opportunity to leverage any investment
into individual businesses due to the poor track record of
development at the site.
The next four to five years of investment will not realise
any significant monetary return on investment. The
Tactical Estates Works need to be undertaken to stabilise
the site so that any future strategic development can
build successfully on the foundational work of the Tactical
Estates Programme.
In response to this we have developed the ‘One
Facility Classification’.

The OFC will support a major shift in the facility
management framework at the Gracefield Innovation
Quarter. Successful implementation requires not just a
change in reporting, but also in the thinking about facility
infrastructure and its purpose. The most important
concept behind the OFC is that it places the customer at
the heart of every investment decision.
It is an opportunity to work smarter, moving beyond
embedded maintenance programmes, which have in
some cases led to major variances in the quality of
facilities with similar user profiles. This inconsistency
poses problems for users and provides a significant
challenge to upgrading facilities due to the bespoke
nature of the asset types. The OFC will provide the
Gracefield Innovation Quarter with facility standards and
performance measurement in a step towards ensuring
equity and consistency in a prioritised manner.
A comprehensive set of KPIs will be developed to assess
the performance of facilities management across the
asset categories with a particular focus on customer
feedback. KPIs are being developed around the following
areas of experience that customers will have on site:
•
•
•
•
•
•
•

Current condition
In order to record baseline measurements of the Level of
Service that the buildings at Gracefield currently provide,
a visual assessment of the condition of each building has
been made by a member of Callaghan Innovation’s GIQ
Programme Office. These assessments have been
based on a first draft Level of Service Framework that will
be developed over the coming months.
In addition to a variety of different types of work spaces
(eg offices, laboratories, open plan workpoints, meeting
spaces, social facilities), assessments were also given
for hygiene and food, movement / access, grounds, plant
rooms, and storage.
Regarding the rating scale (which can be seen in the
legend in the below graph), definitions for all categories
are somewhat generous and reflect a comparison to the
‘fair’ rating as ‘meets basic needs.’ Had the ratings been
defined with reference to the Property Council of New
Zealand’s (PCNZ) CBD Office Quality Grading Matrix13
regarding ‘finish,’ most spaces would be rated well below
Grade C (defined by PCNZ as “good quality space with a
reasonable standard of finish and maintenance”).
In summary, the table shows that close to half of all
facilities were visually rated ‘fair’ or worse. Of the
‘excellent’ ratings, around a quarter relate to the
recently refitted Inwards Goods building, and another
quarter relate to suitability of fire routes. The sheer
number of ‘poor’ and ‘very poor’ rated facilities
provides further support to the Gateway Review
team’s assertions that urgent attention is required to
meet Callaghan Innovation’s legal Duty of Care to the
Gracefield population.

Functionality;
Aesthetics;
Connectivity – physical and digital;
Resilience;
Access;
Hardware – equipment & resources;
Organisations.

Rating scale

Description

Excellent

Future-ready / meets or exceeds all
customer needs / evokes pride.

Good

Meets all needs required / comparable or
better than facilities provided elsewhere.

Fair

Acceptable condition / within economic life
/ not embarrassing / meets basic needs.

Poor

Embarrassing / unpleasant / affects quality
of work.

Very poor

Strong H&S risk / doesn't meet legislative
requirements / damaged equipment /
cannot be used for intended purpose /
condemned.

Above: High Level Assessment of Current Level of
Service provided across Gracefield facilities

13

https://www.propertynz.co.nz/sites/default/files/uploadedcontent/website-content/quality_grading_matrix.pdf
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Outline Project
Programme
Methodology
Plan
and Outline Programme Plan
Programme methodology: Managing Successful
Portfolios, Programmes and PRINCE2
Portfolios and programmes do not exist in a void and will
be influenced by other Callaghan Innovation initiatives,
as noted in the Strategic Case. To be successful,
Callaghan Innovation is committed to embed the
‘Management of Portfolios’ (MoP) ‘Managing Successful
Programmes’ (MSP) approach with the use of PRINCE2
to support the management of projects, or tranches of
work.
MoP, MSP and PRINCE2 will drive the development of a
Programme Management Framework that will have the
following focus areas, per the MSP definition of a
Programme 14:
•
•
•

•
•
•
•
•
•

•

Direction and delivery of strategy
Vision and blueprints that are within the
Programme boundaries
Governance applied through Programme Strategies
and application of organisational or portfolio
standards where they exist
Stakeholder engagement focused at all levels in the
organisation and key external influencers
Business case focused on benefits realisation
balanced against the project and Programme costs
Planning oriented to delivering outcomes through
tranches and managing project interdependencies
Quality focus on management processes
Clear delivery points for projects, with flexible
timescales and means of delivery
Risk focus on the aggregation of project risk and
operational transition, with escalation routes for
strategic and operational risk
Issue orientation towards resolving inter-project
escalations and benefits deliver

Programme reporting arrangements will be in accordance
with the MSP Framework and supported by:
•
•

Regular Board Reporting
Fortnightly Progress Updates to the Executive
Leadership Team

Risk management
The Stage 0/1 Gateway Review Team has noted the
following regarding risk management as at April 2018:
“The Review Team observes that all corporate risks are
collated and escalated to the Callaghan Innovation
Board. There is currently no Programme Board or Project
Boards and no nested sets of risk registers. Again, this is
part of the Programme and Project Management (PPM)
discipline that needs to be embraced.”
This external assessment is in line with the internal
assessment of the maturity of the GIQ Project
Management Office. Risk management will be the
responsibility of all senior and project staff. GIQ project
managers will establish risk registers for projects and
update at least monthly. Risks will be reporting via project
and Programme reporting.
The interim risk manager will be the GIQ Planning
Manager, who will establish a qualitative assessment
framework and maintain a risk register until another
appointment can assume this role. The current
Tranche 2 Works – Emergency Response Works has
a live risk register.

Outline Programme Plan
The key aspects of the Programme plan are split across
3 main core activities:
•
•
•

The Portfolio Governance and PMO development will
commence in July 2018 and will be ongoing throughout
the individual tranches of work.

Tactical Estates
GIQ Strategic Programme
Portfolio / Programme Governance and
PMO development.

Programme Tranche

Estimated Start
Date

Estimated
Completion
Date

Programme
Maturity Level
Required to
deliver works

Indicative
Procurement
Approach

Tranche 1 – Emergency
Response Works

Jan 2018

July 2019

Level 1 –
Utilising external
specialist
suppliers

Early Contractor
Involvement

Tranche 2 – Deferred
Maintenance

Ongoing

March 2020

Level 1

Suppliers Panel

Tranche 3 – Hazardous
Goods and Site Wide
Infrastructure Upgrades

July 2018

March 2021

Level 1

Traditional

Tranche 4 – Flexible Workspaces

July 2018

August 2021

Level 1

Traditional

Tranche 5 – Business
Growth Workspaces

July 2018

August 2020

Level 1

Traditional

Tranche 6 – Strategic Planning

July 2018

June 2019

Level 1 –
Utilising external
specialist
suppliers

External
Suppliers

Tranche 7+ – GIQ Development

July 2019

TBD

Level 3/4/5

Early Contractor
Involvement /
Alliance

The table below provides an indicative programme plan
for the Tactical Estates and GIQ Strategic Programme.

14

Managing Successful Programmes, Table B.2.
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Outlining the Procurement Strategy
Commercial Viability

The Procurement Lifecycle

Professional services

The commercial viability of GIQ is dependent on
sufficient market capability and capacity to deliver the
programme and provide the Government value-formoney. We are also constrained by our incumbent
designer consultants and ‘small thinking’ approach to
construction contracts.

Callaghan Innovation is committed to a structured
approach to strategic procurement to deliver outcomes
that achieve the identified benefits. Our procurement plan
will follow the Government Rules of Sourcing. We will
document a procurement plan for each programme,
project or tranche of work.

The goods and services we required to deliver the
proposed programme are:

We will immediately commence a change management
process to create a more competitive procurement
process. Our GIQ Planning Team will build internal
capability and understanding of our programme
requirements to provide more confidence to approach the
market, and to achieve the desired value and ensure
successful delivery of our programme.

The procurement lifecycle separates procurement into
three phases: planning, sourcing, and managing. These
phases are further divided into eight distinct stages, as
identified in the diagram below:

Outlining the Commercial Case

Design and planning
• Better Business Case reviews;
• Quantity Surveying;
• Resource Management and consenting;
• Architecture, Engineering and Construction
Specialists.
Delivery
• Construction services, design and build
suppliers;
• Specialist lab equipment and installers;
• Infrastructure components and contractors;
• Technical consultants;
• Digital suppliers to support our change
projects.

The proposed Tactical Estates Continuity Programme
encompasses both standard construction industry
projects, and projects that are complex and require
innovative design and construction. As previously
outlined, this programme must be completed before work
can begin on the future GIQ Strategic Development
Programme.
The Tranche 1 Emergency Response Works requires a
complex approach to procurement with an Early
Contractor Involvement model. This model has been
adopted due to the time constrained nature of the
programme. We have recognised our lack of internal
experience and capability and using the ECI model, we
have engaged external knowledge experts to manage
successful delivery of the project. This approach will
provide us with a case study for future more complex
work, requiring alternative procurement models from the
traditional contracting model normally adopted by the
construction market.

Governance and programme resources
• Programme Board;
• Technical challenge – Excelsis.

Early engagement of professional services is required to
prepare and specify the scope and detailed requirements
for the tranches of work.

Physical Works
An assessment process was conducted utilising the New
Zealand Transport Agencies procurement model (see the
diagram below). This methodology was selected due to
the Transport Agencies focus on ensuring good practice
in procurement and the scale and complexity of their
projects.
The analysis takes into consideration 10 assessment
factors as follows:
• Scale of project;
• Complexity / Scope for Innovation;
• Programme Constraint;
• Market Conditions;
• Risk;
• Stakeholders;
• Client Involvement;
• Focus on Non-cost areas;
• Tangible demonstration of value for money;
• Flexibility to deal with change.

Above: Procurement Lifecycle
(Mastering procurement; A guide for
government agencies, March 2011)
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Outlining the Procurement Strategy
The assessment utilises a multi-criteria scoring matrix
against the 10 assessment factors to enable the analysis
to be undertaken.
This wider focus on procurement allows for a more
strategic understanding of how the programmes are
interrelated and identifies an appropriate procurement
approach that will provide the best value for money
across the whole programme and not in isolation as
individual projects.

Programme Tranche

Tranche 1 – Emergency Response
Works

Indicative
Procurement
Approach
Early Contractor
Involvement

Indicative procurement analysis
A summary of the current state assessment is shown in
the table below. This assessment shows that as the
complexity and need for innovation increases, there is a
need to share the level of risk and be able to work
collaboratively.

Callaghan
Innovation

Supplier

Design risk

High

Low

Suppliers Panel

Tranche 3 – Hazardous Goods and Site
Wide Infrastructure

Traditional

Transition and
implementation risk

High

High

Traditional

Availability and
performance risk

High

Tranche 4 – Flexible Workspaces

High

Operating risk

High

Low

Variability of revenue
risks

High

Low

Termination risks

High

High

Technology and
obsolescence risks

High

Low

Control risks

High

High

Suppliers Panel

Residual value risks

High

Low

Currently we have a set of suppliers that have been used
on the site for many years. Their knowledge of the site is
valuable, however contractual arrangements and
competitive tension has been lost. We are establishing a
supplier panel, by engaging current suppliers and the
market to provide proposals for panel services at the site.
This review of our procurement practices will achieve
some tension in rates and delivery.

Financing risks

High

Low

Legislative risks

High

Low

Other project risks

High

Low

Tranche 6 – Strategic Planning
Tranche 7+ – GIQ Development

Professional Services

Traditional contracts
Traditional Contracts

High

Traditional

Shared

Risk Category

High

Tranche 5 – Business Growth
Workspaces

The following sections provide an outline of risk allocation
for the procurement models that we will consider for each
project.

Current Risk Allocation

Current State

Construction and
development risk

Tranche 2 – Deferred Maintenance

In the future we may apply more Early Contractor
Involvement (ECI) and Project Alliance procurement
approaches to provide a higher level of shared risk, and
to control and manage risk more appropriately through
the project.

Alliance

Under the traditional procurement model a design team is
procured through professional services contracts as
detailed earlier.

Callaghan
Innovation
Risk Category

The design team performs the design process using the
Construction Industry Council’s guidelines. These
guidelines are reviewed and agreed to suit requirements
prior to any design contract commencing.
Upon completion of the detailed design documentation
the design of the works will be issued to market through a
competitive Request for Tender process.
Through the tender process the supply chain will be
assessed against price and non-priced attributes;
methodology, track record, relevant experience, Health
and Safety. A tender evaluation will be compiled and the
successful tenderer awarded the contract. The Physical
Works contract will be awarded under an NZ3910 fixed
price ‘Lump Sum’ or ‘Cost Plus’ contract. The cost plus
model will allow both the supplier and Callaghan
Innovation to share some degree of risk across certain
areas that may not get resolved through the design.
Where our requirements are unique, placing all the risk in
a full lump sum model on the supplier would potentially
inflate the contract value.

Design risk

Medium

Medium

Construction and
development risk

Medium

Medium

Transition and
implementation risk

Medium

Medium

Availability and
performance risk

Low

Medium

Operating risk

High

Low

Variability of revenue
risks

Medium

Low

Termination risks

Low

Low

Technology and
obsolescence risks

Medium

Low

Control risks

Medium

Medium

Residual value risks

Medium

Low

Financing risks

Low

Low

Legislative risks

Medium

Low

Other project risks

Medium

Low

Potential For Risk Sharing
The current state of risk allocation places the majority
of risk with Callaghan Innovation due to the approach we
have historically taken. By introducing a suitably
experienced GIQ Planning Team we will be able to
manage delivery more effectively.
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Shared

Outlining the Procurement Strategy
Early Contractor Involvement (ECI)

Project Alliance

Under an ECI approach, the contractor will be used to
scrutinise the preferred options from the early stages of
their development, adding expertise in the constructability
and practicality of solutions as they emerge, as well as
other specialised disciplines such as programming and
cost estimation.

In an Alliance, the owner, contractor, and consultant work
as an integrated team to deliver specific activities under a
contractual framework where their commercial interests
are aligned with actual project outcomes.

The ECI approach creates more opportunities to
complete activities in parallel with the potential to
compress the overall project development timeframes
considerably by staging physical work activities. Under
an ECI model, the client will engage the contractor before
the Detailed Business Case (DBC) and therefore apply
their skills during design and project development.
Following a competitive tender process, a single contract
consisting of two or three separable portions will be
developed and let for completion of the Detailed
Business Case, and implementation phases.
Consultant(s) can be engaged with the contractor under
a single contract or engaged separately and novated to
the contractor at the commencement of any separable
portion. Under this delivery model, Callaghan Innovation
does not have to commit to continued work beyond the
current separable portion, which provides maximum
flexibility.
The risk allocation table shows an indicative assessment
and further work will be done through finalising the
procurement plan.

Early Contractor Involvement

Callaghan
Innovation

Supplier

Medium

Construction and
development risk

Medium

Medium

Transition and
implementation risk

Medium

High

Availability and
performance risk

Medium

Medium

Operating risk

Medium

Low

Variability of revenue
risks

Low

Low

Termination risks

Low

Low

The key principle of the Alliance is collective
responsibility and takes collective ownership of all risks
and opportunities, with an equitable share of the ‘pain’ or
‘gain’ of the project outcomes in comparison with the preagreed target outturn cost. Alliances make it possible to
gain contractor input from the earliest development and
planning stages to optimally solve difficult issues,
ensuring maximum effort is put into risk management.
Alliances can be resource hungry and require careful
consideration before committing to them. A large, multidisciplinary company or combination of specific-discipline
companies may be required to meet the demands of the
delivery model. This model demands greater client
commitment than other contracting approaches.

Technology and
obsolescence risks

Medium

Control risks

Medium

Contract Provisions

Residual value risks

Medium

Financing risks

Low

Low

Legislative risks

Medium

Low

Other project risks

Callaghan

Shared

Risk Category
Design risk

Project Alliance

Low

We are not currently using a standard set of contract
conditions that is suitable for this programme. We will
utilise government model contract templates and terms
and conditions where possible.
A base set of contract conditions will be developed in
FY19 in accordance with standard industry practice and
best practice:
•
•

Innovation
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Design risk

Low

Construction and
development risk

Medium

Transition and
implementation risk

Medium

Availability and
performance risk

Medium

Operating risk

Low

Low

Variability of revenue
risks

Medium

Termination risks

Low

Technology and
obsolescence risks

Low

Control risks

Low

Residual value risks

Low

Financing risks

Medium

Medium

Legislative risks

Low

Low

Other project risks

Low

Conditions of Contract for Consultancy Services;
Traditional / ECI / Alliance – Using New Zealand
Transport Agency and Ministry of Education as a
basis.

Payment approaches;
Contract lengths;
Key consistent contractual clauses;
Implementation milestones.

GIQ Programme Business Case

Shared

Risk Category

As we develop our contracts, we will incorporate the
following:
•
•
•
•

Supplier
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Outlining the Financial Case
Introduction

Existing Funding –
Internal Operating Budget

Requested Funding –
Tactical Estates Continuity Programme

Future Funding –
Strategic Services Programme

The purpose of this section is to set
out the Programme financial
implications of the preferred way
forward for the Tactical Estates
Continuity Programme.

Callaghan Innovation’s current operating baseline
funding is, and will be, fully utilised in delivering
Callaghan Innovation’s strategic objectives excluding
GIQ development. This creates a funding challenge
for any operating expenditure and capital required by
the Programme.

Callaghan Innovation will require the remainder of the
existing Advanced Technology Grant Capital
Appropriation and an additional Appropriation to
undertake the Programme of:

To enable Callaghan Innovation to move forward we
must address the immediate duty of care requirements
for the site. This requirement is primarily a consequence
of a lack of investment over many years.

For the 2018/19 financial year Callaghan Innovation has
allocated $1.8m of operating funding to support this
Programme. This is coming at the opportunity cost of
other activities being undertaken to support the
CalIaghan Innovation Strategy. This allowance will
support GIQ Programme operating expenditure out of
baseline funding.
Callaghan Innovation is budgeting a deficit of ($5.0m) for
2018/19, including the $1.8m of support for this
Programme. In order for this deficit to be reduced for the
2019/20 year onwards Callaghan Innovation cannot fund
any operating expenditure or capital expenditure relating
to GIQ programmes from existing baseline funding.
Additional new funding will be required from Government
to support operating expenditure and for all capital
expenditure relating to this Programme. We will seek
funding from 2019/20 onwards through budget bids
supporting the Living Standards Framework.

•
•
•
•

Tranche 2 – Deferred Maintenance
Tranche 3 – Hazardous Goods and Infrastructure
Tranche 4 – Flexible Workspaces
Tranche 5 – Business Growth Workspaces

The total cost of this programme is estimated at $110.3m
with proposed funding from:
Baseline Appropriation
Existing Capital Appropriation
New Operating Appropriation
New Capital Appropriation
Total

$1.8m
$35.8m
$21.6m
$51.1m
$110.3m

It is proposed that further funding for the Strategic
Services Programme will be requested during
FY2018/19. Further Strategic Planning is required to
align the operating model to the Callaghan Innovation
strategy, and optimise investment plans. We will seek
any required additional funding through budget bids.
There is no need to delay funding the Tactical Estates
Continuity Programme to address the immediate
priorities at GIQ while strategic planning continues.

The estimated annual funding required is outlined in
more detail below.
The total New Appropriations of $72.7m requested in this
Business Case is to fund the programme to address
immediate needs for safety, compliance, resilience,
capability and capacity.
The current drawdown request from the existing
Technology Grant Capital Appropriation for 2018/19 is
$18m. We acknowledge that we are proposing continuing
capital spend in the Tactical Estates Continuity
Programme while the Strategic Development Programme
to determine the future shape of GIQ is being planned. It
is essential that the Duty of Care work for GIQ continues
while new business cases and appropriations are
assessed.
We will seek any required additional funding through
budget bids in subsequent years.
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Proposed Funding – Tactical Estates Continuity Programme
Optimism Bias

Impact on the financial statements

The following has been excluded in determining these initial estimates:

There is a demonstrated, systematic, tendency for project
appraisers to be overly optimistic. To redress this
tendency, appraisers should make explicit, empirically
based adjustments to the estimates of a project’s costs,
benefits, and duration.

Based on current estimates, the anticipated cash flows
for the investment proposal over its intended life span are
set out in the following table.

•

No cost escalation included – assume this would be covered by contingency.

•

No NPV calculations have been included due to the nature of the work.

The following assumptions have been made in
determining these initial estimates:

•

No operating baseline cost increases are included as a result of this capital investment other
than additional depreciation.

•

•

Excludes GST.

Optimism bias can occur in three key areas:
• The cost of the project
• The duration of the project
• The benefits from the project.
Using the guidance from the UK Treasury Green Book,
the first two areas of bias are open to the application of
empirical experience from a multitude of projects across
the public and private sectors. This analysis shows that
investment projects at GIQ may be characterised as:

•

The cost estimates for the proposed physical works
are as advised by BECA. These estimates are
included in the appendices.

Section 9(2)(a)(ii)

Section 9(2)(a)(ii)

$ Millions

2018/19

2019/20

2020/21

2021/22

Total

19.8

37.3

35.9

17.3

110.3

18.0

17.8

Preferred Way Forward: Tactical Estates Continuity Programme
Section 9(2)(a)(ii)

Section 9(2)(a)(ii)
Section 9(2)(a)(ii)

•

•

standard building projects for office and common
spaces and some production facilities; and

Section 9(2)(a)(ii)

Total

non-standard building projects for the specialist
research and production facilities that are unique to
GIQ and the HVMS science sector.

Funded by:
Capital - Existing Technology Grant Capital
Appropriation
Capital - NEW Capital Appropriation
Operating - Existing Baseline Appropriation

13.2

%

9.8

51.1
1.8

6.3

7.7

7.6

21.6

37.3

35.9

17.3

110.3

Optimism Bias (%)
Total
Project Duration
Upper

Lower

Upper

Lower

70

4

1

24

2

Non-Standard
Buildings

30

40

2

50

4

15%

19.8

Project Cost

Standard Buildings

Optimism Bias used
for cost estimates

28.2

1.8

Operating - NEW Appropriation
Project Type

35.8

32%

It is assumed that around 70% of the construction project
will involve standard buildings, with the remaining 30% as
non-standard structures. The chart above uses empirical
analysis from the UK to calculate the upper and lower
bounds of historical optimism bias to apply to our
cost estimates.
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OverallFunding
Future
Affordability
– Strategic Services Programme
Funding the Future of Innovation
The initial programme tranches that will form the
Strategic Services Programme are:
•
•

Tranche 6 – Strategy and Operating Model
Tranche 7+ – GIQ Development

An outline of the potential funding options for these is
described below.
Tranche 6 – Strategy and Operating Model
Our focus for this work is to develop a shared vision
across our staff, partners, customers, the external
innovation community, and other internal or external
stakeholders. Callaghan Innovation is proposing to
commit $1.8m of operational baseline funding for this
tranche in FY2018-19.
Tranche 7+ – GIQ Development
The introduction of the revised CalIaghan Innovation
operating strategy and development of the GIQ facilities
to create an optimised innovation community will require
a significant investment.
We recognise that future funding may be dependent on
partnerships across multiple potential funding sources in
addition to government capital appropriations. Options for
public-private partnerships (PPP) and other model will be
explored further during planning for this programme.
The GIQ Development Programme cannot be funded
from CalIaghan Innovation’s forecast capital reserves.
The existing Science and Innovation: Callaghan
Innovation capital appropriation of $76.1m from 2012 will
be fully exhausted through partial funding of the Tactical
Estates Continuity Programme and other strategic capital
initiatives.

There are several Public Cross-Government
Partnership opportunities that may align with the
programme. These include potential initiatives from the
following organisations:
•
•
•
•
•
•
•
•
•
•
•

Housing, education and corrections
government agencies
Hutt City Council
Wellington City Council
Technology Valley
CRI – ESR
Greater Wellington Regional Council
NZTA
Wellington Water
Wellington Electric
Transpower
Kiwibuild

Consultation with identified parties will be progressed
during FY2018-19
There are many potential opportunities to leverage
Private Investment in GIQ through science and services
including the following:
•
•
•
•
•
•
•
•
•
•

Light rail providers
Glazing manufacturers
Large scale construction companies
Energy companies
Ohmio
Local retailers
Prefab New Zealand
Utility providers
Property developers
Banking sector

Consultation with identified parties will be progressed
during FY2018-19.

We expect that a level of additional Capital
Appropriation will be required to fund GIQ development.
There are opportunities for prototyping and aligning
future GIQ projects to the objectives of the SSIF Fund
and Endeavour Fund. Consultation with MBIE about the
appetite to for these funding streams to support GIQ will
be explored during FY2018-19.
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Next Steps
This Programme Business Case (PBC) seeks formal
approval to:
•

•

•

Invest $35.8 million of existing Advanced Technology
Grant Capital Appropriation in a Tactical Estates
Continuity Programme for Gracefield Innovation
Quarter (GIQ). Specific approval is sought to
drawdown $18 million for 2018/19.
An additional capital investment of $51.1 million.
A new Capital Appropriation is requested for the initial
programme to enable Callaghan Innovation to
step up to fulfil its duty of care responsibilities to
its employees and tenants.
Provide for increased operating costs of $21.6 million
to fund increased operational costs related to the GIQ
programme in 2019/20 to 2021/22 as follows:
▪

▪

Increased baseline appropriation is requested for
depreciation of $11 million to 2021/22 with
continuing costs into future years.
New time-limited funding is requested for
programme operating costs of $10.6 million to
2021/22. Further time-limited funding may be
requested subject to future business cases.

Next Steps

Once formal approval is given, we will start work on the
following four Investment Objectives:
1. Develop a shared vision and strategy for GIQ
with key stakeholders, aligned to Callaghan
Innovation operating strategy.
2. Develop a master plan for GIQ that delivers on
the shared vision and strategy.
3. Build infrastructure and amenities based on the
master plan.
4. Develop a new GIQ site operating model, with
accompanying change management and
optimisation to support a step change in
innovation capability.

We will undertake further strategic assessment and
planning work which includes the following steps:
▪

We will provide more examples of customer
success from services that GIQ has delivered
both with and without customer tenancies.

▪

We will detail plans for virtual tenancies and
remote services.

▪

We have reviewed why Gracefield should be the
location for a central site. The strategic
assessment work will explore why New Zealand
benefits from a central facility or ‘engine’ for
technology innovation services and the
relationship between GIQ and other New
Zealand innovation precincts. GIQ may be a hub,
in a hub and spoke model that provides optimal
tenancy opportunities for innovators.

We will commence the recommended programme of
work immediately.
We will proceed with developing further business cases
for specified projects for all of the proposed tranches (not
just those funded in this round)
▪

Next Steps

Victoria University of Wellington’s (VUW) tenancy
is a major variable of future capacity at GIQ.
Beyond the tactical estates work, we need to
gain agreement on whether VUW will be a tenant
or a partner in GIQ. Further strategic work will
explore the long-term commitment VUW has to
GIQ and whether a shared investment proposal
is most appropriate for mutual benefit. This will
include clarifying the strategic benefits from colocation in addition to any financial benefits to
government.

GIQ Programme Business Case

▪

The current case for change is focussed on the
tactical estates tranches. We will expand the
case for change to focus more on how the
proposed investment in later tranches will change
our business and our service impacts/outcomes.
This may include a transformation of our
operating model to support the longer-term
investment objectives and benefits.

▪

We will further outline measures for the proposed
benefits, and plan how we will manage the risks
to delivering the proposed benefits.

▪

Future net operating costs are dependent on
revenue from longer term tenants and/or
commercial business units. We will develop a
forward view of demand that will drive our plans
for future capacity for GIQ.

▪

The tactical estates work is not suitable for
private investment. We plan to explore options
for public-private partnerships (PPP) for site
future site development. There may not be
practical opportunities for private investment in
the core infrastructure for GIQ, but investment in
labs and specific customer/technology projects
may be effective.

▪

In future business cases, we will develop a
clearer economic case for the longer term based
on the strategic plans we develop for the site.
This should provide more focus on customer
services and innovation service impacts that are
enabled by GIQ.
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Annex One: Commissioner’s Letter
1 July 2018
Hon. Dr Megan Woods
Re: GIQ Programme Business Case
This Programme Business Case is a significant
deliverable of a strategic project by Callaghan Innovation
to investigate value for money options to meet its
immediate and future legislative Duty of Care
requirements and long term strategic objectives.
I confirm that:
1. I have been actively involved in the development
of the attached investment proposal through its
various stages
2. I accept the strategic aims and investment
objectives of the investment proposal, its
functional content, size and services
3. the indicative cost estimates of the proposal are
sound and based on best available information,
and
4. 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, revalidation of this letter of
support should be sought.
Yours sincerely,

Vic Crone
Senior Responsible Officer
CEO, Callaghan Innovation
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Annex Two: Directory of Collected Evidence
All of the documents listed in this directory are
collated in a separate file of collected evidence.
Individual documents are also available upon
request from
Section (9)(2)(a)

No

Document Description

Date

1.0

Our Story – Gracefield Innovation Quarter

April 2018

2.0

Callaghan Innovation Statement of Intent

June 2018

3.0

Gateway Review Report 0-1 Report

April 2018

4.0

Investment Logic Mapping (ILM) Results

March 2018

5.0

Emergency Response Works Indicative Business Case

December 2017

6.0

Gracefield Hazardous Goods Storage Solution Draft Strategic Case

February 2018

7.0

KiwiStar Optics Business Case

October 2017

8.0

Performance Improvement Framework (PIF) Progress Review

January 2018

9.0

Performance Improvement Framework (PIF) Review of Callaghan Innovation

December 2016

10.0

Gracefield Site Buildings and Facilities (photos)

March 2018

11.0

Officevibe Tool Feedback on Gracefield

March 2018

12.0

Long Term Strategy

March 2018

13.0

Gracefield Buildings Level of Services

April 2018

14.0

Gracefield Buildings Teams and Tenants

April 2018

15.0

SC - Existing Activity on the Gracefield Site

April 2018

16.0

SC – External Strategic Alignment

April 2018

17.0

Evidence for Replacement of Sitewide Infrastructure

May 2018

18.0

National Property Strategy 2015-2018

July 2015

19.0

NBS Ratings - Building Earthquake Code

May 2018

20.0

Gracefield Site Redevelopment Proposal

March 2012

21.0

Tranche 2 – Deffered Maintenance

June 2018

22.0

Tranche 3 – Hazardous Goods and Site-wide Infrastructure

June 2018

23.0

Tranche 4 – Flexible Work Spaces

June 2018

24.0

Tranche 5 – Critical Business Workplaces

June 2018
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Rukuhia te wāhi ngaro,
hei maunga tātai whetū
Explore the unknown,
pursue excellence
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