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10th May 2019 
 
 
Ms. Éilis Fallon, 
Committee Secretariat, 
Public Accounts Committee, 
Leinster House, 
Dublin 2. 
 
 
 
Re: Follow up Qns National Childrens Hospital (PAC Ref: PAC32-I-1402) 
 
 
Dear Ms. Fallon, 
 
I refer to your recent correspondence to Ms. Anne O’Connor, Director General, Health Service Executive 
and the request for a response on a number of follow up questions concerning the National Childrens 
Hospital.   
 
Please find below for the attention of the Public Accounts Committee members replies and accompanying 
appendices to the questions as requested. 
 
If any further information is required please do not hesitate to contact me. 
 
 
Yours sincerely, 
 
 
 
_______________________ 
 
Ray Mitchell 
Assistant National Director 
Parliamentary Affairs Division 
 
 
 
 
Encl.  
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Information for the Public Accounts Committee 
 

 

Background: 
 
The following background information is being provided to support the responses to questions raised by 
the Public Accounts Committee in their correspondence of 18 April 2019:   
 
The procurement process for the new children’s hospital involved a two-stage tender process. The 
substructure for the building (i.e. Phase A) was tendered on the basis of a full design with a full bill of 
quantities, while the associated tender for the main hospital building (Phase B) was on the basis of a 
preliminary design with an approximate and re-measurable bill of quantities.  
 
Consistent with this approach, and following a competitive tendering exercise, the work on Phase A was 
commenced in October 2017 and in parallel the second stage detailed design work was initiated to 
determine the cost for Phase B – the ‘Guaranteed Maximum Price (GMP)’. The outcome of the second 
stage of the tender process was the GMP which was considerably in excess of that envisaged following the 
initial tender process.  
 
In this very challenging context the National Paediatric Hospital Development Board undertook during 
September and October 2018 a detailed assessment of options to progress to the next stage of the capital 
development of the new children’s hospital. The three options considered by the Development Board were 
as follows:  
 
 Option 1 – Instruct BAM Ireland as main contractor to complete Phase B  
 Option 2 – Retender project, appointing a new main contractor to complete Phase B  
 Option 3 – Tender the Phase B works as a management contract.  

 
The option recommended by the Development Board to the HSE and to the Department of Health was 
Option 1, Instruct BAM Ireland as main contractor to complete Phase B. This recommendation and the 
associated rationale were set out in the Development Board’s GMP Report, 12 November 2018.  
 
In November 2018, in order to support the decision-making process for the next stage of the new children’s 
hospital capital development, the HSE, at the request of the Department of Health, considered the three 
options for completing the project identified by the National Paediatric Hospital Development Board in the 
GMP report.  The HSE sought specialist high-level input from a range of health construction and 
procurement specialists including individuals from HSE Estates, PwC and the Northern Ireland Health and 
Social Care system. Based on the balance of delivery, benefits and potential risks, the HSE’s advice to the 
Department was that Option 1 (Instruct BAM Ireland as main contractor to complete Phase B) was the most 
viable option to ensure the most timely and cost-effective completion of the project. None of the parties 
providing specialist input to the HSE had any role in the decision-making process; the decision to proceed 
with Phase B was made by Government in December 2018. 
 
Following the Government’s decision, in January 2019 PwC was commissioned by the HSE on behalf of 
Government to conduct a comprehensive review of the escalation in cost of the new children’s hospital, 
the contributory factors and associated responsibilities so that any potential weaknesses were identified 
and comprehensively and speedily resolved in the interests of the successful completion of the project and 
the effective management of public funds. The review was to establish the sequence of events in relation 
to the cost increases experienced by the project; establish what was known, when and by whom, and the 
reporting of relevant information from the project team to the relevant oversight and governance bodies 
including NPHDB Board and also its Committees, the HSE and the Department of Health. The review was 
also to deal with the accountability of the relevant key parties, functions and roles to inform next steps by 
decision makers, including Government.  
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Questions & Answers: 
 

1. A note on any consideration or steps taken to avoid conflicts of interest in relation to PwC’s role in the 
recent review and their previous role in respect of supporting the decision making process for Stage B.  

 
The HSE is satisfied that no conflict of interest arose in relation to PwC’s involvement in recent projects 
supporting the HSE in relation to the new children’s hospital project. For clarification we have set out below 
the background and scope for the two exercises. 
 
HSE Review of GMP Report Recommendations 
 
The National Paediatric Hospital Development Board developed the Guaranteed Maximum Price (GMP) 
Report in response to the unexpected escalation in costs at the new children’s hospital. The Development 
Board’s report (November 2018) stated that capital build costs for the new children’s hospital project had 
increased by €450m to a GMP of €1.43bn. The report identified three options available in relation to the 
capital build:  
 

 Option 1 – Instruct BAM Ireland as main contractor to complete Phase B  
 Option 2 – Retender project, appointing a new main contractor to complete Phase B  
 Option 3 – Tender the Phase B works as a management contract.  

 
The NPHDB GMP Report recommended to instruct BAM Ireland as main contractor, by December 2018, to 
complete Phase B. 

 
The National Paediatric Hospital Development Board’s GMP Report was submitted to the HSE and 
Department of Health on 12 November 2018. 
 
Against this background, the Department of Health asked the HSE urgently to review the three options in 
the GMP report including the recommendation made to instruct BAM Ireland as main contractor to 
complete Phase B. Given the very technical nature of the GMP report, the HSE sought specialist high-level 
input from a range of health construction and procurement specialists including individuals from HSE 
Estates, PwC and the Northern Ireland Health and Social Care system. 
 
These specialists were highly experienced in capital infrastructure development, and included engineers, 
quantity surveyors, healthcare and hospital construction specialists, and procurement and contract 
specialists.  
 
The specialists, working to the HSE, reviewed the Development Board’s GMP report; jointly interviewed the 
key stakeholders involved and provided input to the HSE’s response to the Department of Health.   
 
None of the parties providing specialist input to the HSE had any role in the decision making process.  
 
The HSE process concluded that the Development Board’s assertion in the GMP report was correct – 
namely that the only credible option from a cost and time perspective was to instruct BAM Ireland as main 
contractor to complete Phase B. 
 
The decision to proceed with Phase B was then made by Government in December 2018. 
 
PwC Review of Cost Escalation 
 
In January 2019, PwC was commissioned by the HSE on behalf of Government to conduct a comprehensive 
and detailed review into the cost escalation at the new children’s hospital.  
 
 



 

Page 4 of 5 

 

This review was conducted over a nine-week period and involved the deployment of a highly experienced 
international PwC team comprising capital project and infrastructure specialists, required detailed 
examination of over 2,000 NCH project documents, more than 40 in-depth interviews with 52 members of 
the NCH project team and the development of a comprehensive and detailed PwC report. 
 
This review was of a fundamentally different nature and scale to the high-level advice provided by PwC and 
others to the HSE in November 2018. We do not see any conflict of interest arising from PwC’s involvement 
in the provision of high-level advice to the HSE in November and its role in carrying out the review of cost 
escalation in 2019. Indeed, we believe that the work conducted was highly complementary, given the 
technical nature of the skills and experience required. 
 
 

2. Details of the nature of specialist high level input provided by PWC and other advisors. Please provide 
copies of any documented advice from these advisors for Stage B.  

 
As stated above, in November 2018 PwC was one of a number of organisations that provided specialist 
input to the HSE in considering three options raised by the National Paediatric Hospital Development Board 
in its Guaranteed Maximum Price Report (GMP) Report. 
 
PwC provided a small number of international capital and healthcare development specialists to provide 
input into the HSE review of the options outlined in the National Paediatric Hospital Development Board’s 
GMP report. The specialists involved (PwC and others) reviewed the GMP report, jointly interviewed key 
participants involved and provided input into the HSE’s response to the Department of Health, a 
PowerPoint presentation.  
 
There is no separate, documented advice from any of the external parties involved.  
 
 

3. A note on amount paid for this advice; 

 
€ 21,477.76 + VAT @ 23% (€4,939.88) and expenses of €2,109.78. 
 
 

4. A note on whether any of the same PwC personnel were involved in supporting the decision making 
process for Stage B and in the production of the recent review (New Children’s Hospital: Independent 
review of escalation in costs);   

 
PwC was not involved in the decision to proceed to Phase B. 
 
The PwC personnel involved in providing high level input to the HSE in November 2018 also formed part of 
the much larger team that conducted the review of the escalation of costs in early 2019. Their expertise in 
large scale healthcare construction projects was highly relevant in both instances.  
 
We view the 2019 work as being complementary to the November 2018 work and see it as being 
appropriate that some of the same personnel were used on both occasions. 
 
 

5. A copy of the terms of reference or brief provided to PwC for input and/or reports. 

 
Please find enclosed the terms of reference agreed by Government for the 2019 review (Appendix 1). 
 
Also enclosed is the November 2018 correspondence received from the Department of Health Secretary 
General and response from Chair of the CHP&P Steering Group (Appendix 2a & 2b). 
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6. A note on whether the Department of Health, the Minister for Health, or the Government was aware 
that PWC had previously been involved in supporting the decision making process for Stage B. If not, 
provide an explanation. 

 
None of the parties providing specialist input to the HSE in November 2018 had any role in the decision 
making process; the decision to proceed with Phase B was made by Government in December 2018. 
 
The Department of Health is fully aware that PwC provided specialist input to the HSE in November 2018. 
 
 

7. Details of the specific evidence in the recent review to support PWC’s conclusion reached on p8 of the 
report that “[at] this point, taking any alternative course of action, other than continuing, would have in 
all likelihood resulted in significant delay, increased cost and the possibility that the hospital would not 
be built.” 

 
Specific evidence in support of this text is provided in a number of places throughout the PwC report; in 
particular, in the sections referencing the procurement strategy adopted (Section 3.2.1 page 24 & 25). PwC 
clearly state on page 25 that retendering the works was an unrealistic fall-back option and would have 
increased costs further. 
 
 
There is also commentary throughout this section of the report which deems the mitigation option, of 
procuring and appointing a new contractor if a GMP could not be agreed, to be unrealistic, citing a number 
of issues: procuring a new tenderer would have opened the project to inflationary pressures and increased 
rates in comparison to 2016 tender rates; there would likely be very limited, if any, market interest in a 
retendered contract; and, a new contractor would have to take on risk with regards to the previous 
contractor's work on the sub-structure.  
 
 

8. A note on the number of companies included and the process used to avoid conflicts of interest in 
relation to the procurement framework for the provision of professional services to assist in the 
Programme for Health Service Improvement.     

 
In January 2017, following a competitive tendering process, PwC was awarded a contract for external 
consultancy services in support of the HSE’s Programme for Health Services Improvement. This contract 
provides resourcing for expertise to be drawn down as required to support the implementation phases of 
health services reforms. Under the terms of this contract, it was agreed that PwC would carry out a review 
of the cost increases relating to the new children’s hospital construction project. 
 
As appropriate, prior to the commencement of any piece of work with an external organisation, assurances 
are sought in relation to conflicts of interest. 
 
 



New Children's Hospital (NCR) Review of Escalation in Costs - Terms of Reference 

 

This review has been commissioned to understand the reasons for the cost escalation 
associated with the new children's hospital construction project ("the project"). The 
primary focus of the review is on the governance and management arrangements in 
place within and between the National Paediatric Hospital Development Board 
(NPHDB) and Executive, Design Team, relevant consultants, user groups and 
contractors. The review will be completed by 29th March 2019, subject to availability of 
relevant documentation and personnel, and will inform any governance or other 
changes required. The review will deal with the accountability of the relevant key 
parties, functions and roles. This may inform appropriate next steps by decision makers, 
including Government.  
 
 
Scope of Work  
Specifically, the review will:  
•Establish the sequence of events in relation to the cost increases experienced by the 

project.  
•Establish what was known, when and by whom, and the reporting of relevant  

information from the project team to the relevant oversight and governance bodies 
including NPHDB Board and its Committees, the HSE and the Department of Health.  

•Assess the processes, controls, decision-making and oversight arrangements in relation 
to the planning and delivery of the project, including specifically the:  
- development and approval of the original business case / original design, budget and  
   scope  
- development and approval of the construction/procurement strategy for the project  
- appointment of the main contractor, selection and execution of the construction 

contract  
- management of the main contract, in particular in relation to cost/budget and  
  scope/change  
- design development process  
- assessment and valuation of risk at key decision points and on an ongoing basis  
- roles of key parties and accountability for the financial control and performance of 

the project.  
•Establish the underlying root causes (processes, controls, governance and decisions 

taken) that have contributed to cost increases.  
•Comment on the major residual risks and the robustness/completeness of the current 

forecasts and identify and where possible quantify those risks contractually excluded 
from the GMP/adjusted contract sum.  

•Comment on the extent to which changes have been put in place by the NPHDB, the 
HSE and the Department of Health to address lessons learnt.  

•Develop any further recommendations, if possible, which may:  
- identify any areas of potential cost savings or reductions, which are consistent with 

the applicable contractual undertakings and the delivery of the project, in light of its 
current status 

- address major residual risks, control and oversight issues and  
- bring greater oversight of performance and value for money. 
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