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Key to sections of the Official Information Act 1982 under which information has been withheld. 

Certain information in this document has been withheld under one or more of the following sections of the 
Official Information Act, as applicable: 

 
[1]  6(a) - to prevent prejudice to the security or defence of New Zealand or the international relations 

of the government 
 

[2] 6(c) - to prevent prejudice to the maintenance of the law, including the prevention, investigation, 
and detection of offences, and the right to a fair trial 

 
[3]  9(2)(a) - to protect the privacy of natural persons, including deceased people 

 
[4] 9(2)(b)(ii) - to protect  the commercial position of the person who supplied the information or who 

is the subject of the information 
 

[5] 9(2)(ba)(i) - to prevent prejudice to the supply of similar information, or information from the same 
source, and it is in the public interest that such information should continue to be supplied. 
 

[6] 9(2)(d) - to avoid prejudice to the substantial economic interests of New Zealand 
 

[7]  9(2)(f)(iv) - to maintain the current constitutional conventions protecting the confidentiality of 
advice tendered by ministers and officials  
 

[8] 9(2)(g)(i) - to maintain the effective conduct of public affairs through the free and frank expression 
of opinions 
 

[9] 9(2)(h) - to maintain legal professional privilege 
 

[10] 9(2)(i) - to enable the Crown to carry out commercial activities without disadvantage or prejudice 
 

[11] 9(2)(j) - to enable the Crown to negotiate without disadvantage or prejudice 
 
[12] 9(2)(k) - to prevent the disclosure of official information for improper gain or improper advantage 

 
[13] Not in scope 

 
[14] 6(e)(iv) - to damage seriously the economy of New Zealand by disclosing prematurely decisions 

to change or continue government economic or financial policies relating to the entering into of 
overseas trade agreements. 

 

Where information has been withheld, a numbered reference to the applicable section of the Official 
Information Act has been made, as listed above. For example, a [3] appearing where information has been 
withheld in a release document refers to section 9(2)(a). 

In preparing this Information Release, the Treasury has considered the public interest considerations in 
section 9(1) of the Official Information Act. 



 

Office of the Minister of Health 

State Sector Reform and Expenditure Committee 

REDEVELOPMENT OF GREY BASE AND BULLER HOSPITALS 

Proposal 

1 This paper asks Cabinet's State Sector Reform and Expenditure Committee to 
note the approval by the Ministers' of Health and Finance of the business case for 
the Grey Base Hospital. 

Executive Summary 

2 The Ministers of Health and Finance have approved a capital investment of $62.4 
million for a greenfield Grey Base Hospital. In addition to the cost of the facility an 
agreed further $4.6 million will provide a new energy centre and a further $1 million 
will provide for demolition costs which will be necessary in late 2016 in order to 
open a new car park. A further $1.2 million of demolition costs will be deferred on 
the basis the buildings can be sealed off until demolition occurs . The West Coast 
DHB is proposing to fund $2 million of Furniture, Fixtures & Equipment (FF&E) as 
part of their business as usual capital expenditure. 

3 The Capital Investment Committee (CIC) has endorsed this proposal and the West 
Coast DHB (the DHB) is supportive. 

4 The West Coast Partnership Group (the Partnership Group) has overseen a 
rigorous engagement process with stakeholders to ensure the solution will deliver 
the agreed services at a reduced cost. [1 OJ 

A preferred 
procurement approach for construction requires further investigation, due to the 
changing conditions in the construction market and the geographically isolated 
nature of the project. 

5 Under base case modelling using the current CIC revenue assumption the DHB 
[1 0] 

Given the prior financial performance of 
the DHB this represents a significant improvement in position. 

6 At th is stage, I intend to retain a Partnership Group to manage the governance of 
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the next phase of the project. The Ministry of Health will continue to provide 
secretariat and procurement support to the Partnership Group and initially hold 
contracts. Subject to my consideration and advice from the Director General of 
Health and the Chair of CIC that all approval conditions can be met, the contracts 
would then transfer to the West Coast DHB. 

7 The West Coast DHB will continue to manage the implementation of the Buller 
project (a $8.1 million Integrated Family Health Centre (IFHC)) with the main focus 
of work being the change management process around services. 

Background 

8 In August 2013, Cabinet agreed that an Implementation Business Case be 
developed for the West Coast DHB [CAB Min (13) 34/4A refers] noting that as a 
condition of proceeding the following elements must be included: 

• concept design for a greenfields option for Grey Base Hospital 

• revised model of care, financial case and value management of scope and 
design 

• revised commercial cases that provide substantive analysis of potential 
ownership models, procurement approaches, and reflect testing with the 
market, and 

• the West Coast DHB's timeline and change management plan for 
implementing the preferred service option, including workforce and ICT plans. 

The re-design process 

9 A project team, incorporating the Ministry, the DHB, independent health planners 
and architects, worked closely with the DHB's staff to provide an innovative, 
flexible and fit-for-purpose solution in a smaller facility footprint. 

10 The facility will provide an improved environment for patients and staff and 'state of 
the art' equipment. 

11 In early 2013, the DHB reduced beds from 102 to 73 due to seismically 
compromised buildings but all services were able to be maintained. The 
Partnership Group's detailed business case (DBC) reduced this further to 62 beds. 
The new solution provides for 56 beds (plus four step-down facility beds) with a 
reduction of the gross floor area (GFA) . This was achieved by agreeing with DHB 
clinicians key principles of service integration and flexible bed use, ensuring the 
maintenance of all current services and decreasing the number of existing 
buildings being refurbished. 

12 In comparison, the Whakatane Hospital rebuild business case cost was $67.7m, 
for completion in February 2014. This provided a greenfield addition to the hospital 
site, of note a number services including outpatients and an IFHC were not 
included in the rebuild. The Taranaki redevelopment business case cost was 
$80m and was a brownfield addition of a clinical block which provided fewer clinical 
support services and high cost areas ie, Emergency Department, Intensive Care 
Unit, Medical Imaging. 
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13 [11] 

The workforce strategy needs to 
be incorporated into the change management process to ensure these 
improvements occur. While the new facility will continue to deliver all agreed 
services in the DBC there is an intention over time and as workforce develops to 
move to a slightly adapted service delivery model (e.g . in obstetrics, emergency 
services and orthopaedic surgery). 

14 The facility design supports a significant improvement in operational cost over 
previous options. This is achieved through long life building elements suitable for 
the West Coast environment, energy efficiency principles and operational 
efficiency and effectiveness of services through: 

a) Colocation of services, increasing patient and staff flow throughout the 
hospital 

b) flexible spatial design (e .g. wards designed with adequate bed space) 

c) facility size that maximises freedom of movement, the ability to use modern 
equipment and reduces the risk of infection. 

Mental health review 

15 The DHB's recent mental health review proposes changes that will take time to 
embed and provide for future facility needs. The Partnership Group has 
recommended to defer the decision on a mental health build for three years to 
allow for this. Until then space within the IFHC will be made available for planned 
and unplanned outpatient and community mental health events. 

16 The DHB is expected to submit a business case in three years' time. The 
minimum cost is likely to be $4 million to seismically upgrade the building and 
weatherproof the exterior. The financial model therefore assumes this as a cost to 
the DHB as a placeholder until a decision is made. 

Sources of Funding 

17 The DHB does not have sufficient cash to make a contribution to this project. It is 
therefore proposed that the $62.4 million capital estimate outlined in the business 
case is funded by the Crown. An additional, $4.6 million for a new energy centre is 
required as the current energy centre is at the end of life and a further $1 million for 
demolition costs is also required . 

18 There are a number of features that, while important to the Grey Base Hospital 
development overall, are not critical to the initial delivery of a new hospital. They 
have been excluded from the capital cost estimate on the basis that the 
expenditure will need to occur in the years following the development, rather than 
at the outset of the build for the new hospital. The secondary capital expenditure 
items are: 

(i) Demolition of existing buildings. In 2018 the DHB will need to fund an 
additional $1.2 million to demolish the remaining buildings, and 

(ii) Furniture, Fixtures and Equipment (FF&E). While some capital has been 
identified in the capital budget ($1 .5 million) , the DHB will need to fund an 
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estimated further $2.0 million for FF&E. 

Affordability 

19 The business case was modelled on two revenue assumptions. Both assume 
current revenue paths for the first four years, then under the base case sector 
revenue grows to 4% p.a. while under the reduced case sector revenue grows at 
3% p.a. The DHB's share of revenue is less than average under each scenario. 

20 The DHB has struggled financially for many years and the new facility, while 
increasing capital related costs, does offer opportunities to reduce operating costs. 

[1 0] 

21 Between 2003/04 and 2012/13 the DHB had average deficit of 3.5% of revenue. 

[10] 

Under the base case revenue assumption used in the business case, this reverts 
to break even over the 2013/14 to 2021/22 period [1 OJ 

The DHB will be in deficit in the early years of the period under either 
option; however this is still an improvement over their historical position . 

Buller 

22 The West Coast DHB is responsible for progressing the Buller IFHC development 
($8.1 million) with the main focus of work the change management process around 
services. [1b] · • ... ~ ' · ·- - .. 
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Commercial Case I Procurement 
[11] 

26 As a condition of approval , a procurement plan will be required to be submitted to 
Joint Ministers' of Health and Finance prior to the initiation of procurement. 

Capital Investment Committee 

27 The CIC has endorsed the preferred facility option and the progression to 
preliminary design, with the continued involvement of a Partnership Group. The 
CIC considers the business case is challenging both from a financial sustainability 
perspective and project affordability stance, {11] 

Governance 

28 The development of the DBC and this business case were governed by the 
Partnership Group with support from CIC members. The Partnership Group 
membership was extended to include additional members with construction and 
commercial expertise. The Ministry held the contracts for the professional 
consultants to the project. 

29 While not a large project by sector standards this is a large project for the West 
Coast DHB. The success of the project will require a combination of service 
change management and redevelopment project management. Successful service 
change management will need to be led by the DHB with support from external 
advisors while the redevelopment project management will require external 
expertise. The DHB can support this major redevelopment project by ensuring 
clinical staff are backfilled for all or part of their clinical time to allow input to the 
project. 
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30 The CIC has noted that much of the success of the project will depend upon the 
selection of a senior project director and other key personnel. Treasury prefers a 
more central management of the contracting to maximize opportunities for 
innovative procurement and transmission of lessons learned to future projects in 
the sector. 

31 [11] 

32 For the next phase of the project, which will extend until the commencement of 
construction, governance needs to be considered. The DHB, Treasury and CIC 
were all consulted on Governance options and, at this stage I have agreed to 
continue with a Partnership Group. 

33 The West Coast DHB suggested that the project should be managed by a Project 
Director reporting to a Senior Responsible Officer on the West Coast. Support 
would be provided from the Canterbury DHB's site redevelopment team. 

34 CIC's view was that the Partnership Group should be involved in the selection of 
the key personnel. Treasury preferred a more central management of the 
contracting. Treasury will provide support for the development of the procurement 
plan for Grey Hospital. 

35 At this stage, I suggest that they continue to provide secretariat and procurement 
support to the Partnership Group and initially hold contracts, with future 
governance options to be determined . 

36 The transferring of the contracts to the DHB would be subject to my consideration 
following advice from the Director General of Health and the Chair of CIC that all 
conditions can be met. 

37 The Buller project is for a $8.1 million IFHC. The West Coast DHB should continue 
to manage the implementation of this proposal. [1 OJ 

Approval Conditions 

38 The Ministers of Health and Finance have agreed that a number of approval conditions 
be placed upon the agreement to fund the redevelopment. These approvals would 
be: 

a) a procurement plan that considers whole of life costs and the inclusion of 
integrated facilities maintenance must be submitted to Joint Ministers for 
approval 

b) the project submits a peer reviewed prel iminary design including QS report 

c) the project submits an ICT plan alongside detailed design 

d) the project reports quarterly to the Minister of Health on the progress of the 
project including the progress against project milestones, the budget, the risk 
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register, change management plan for implementing the preferred service option, 
the workforce strategy and IT plans, and 

e) the DHB completes a post implementation review and a post occupancy 
evaluation and supplies copies of these to the Minister of Health. 

Consultation 

39 The Treasury has been consulted on the contents of this paper. 

Financial Implications 

40 The costs will be met from the Health Capital Envelope. Funding from the future 
investment fund has been sought from the Budget 2014. 

Human Rights 

41 This paper is consistent with the New Zealand Bill of Rights Act 1990 and the 
Human Rights Act 1993. 

Legislative Implications 

42 There are no legislative implications associated with this paper. 

Regulatory Impact Analysis 

43 The Regulatory Impact Analysis requirements do not apply to this paper. 

Gender Implications 

44 There are no gender implications associated with this paper. 

Disability Perspective 

45 There are no disability implications associated with this paper. 

Publicity 

46 The Minister intends to make an announcement by way of a media statement. 

Recommendations 

47 The Minister of Health recommends that the Committee: 

1. Note that the Ministers' of Health and Finance approved the Grey Base 
Hospital business case greenfield redevelopment option and progression to 
preliminary design. 

2. Note the Ministers' of Health and Finance have approved a budget of $62.4 
million for a greenfield Grey Base Hospital, $4.6 million for a new energy 
centre and a further $1 million for demolition costs, subject to a number of 
approval conditions: 

a. a procurement plan that considers whole of life costs and the inclusion of 
integrated facilities maintenance must be submitted to Joint Ministers for 
approval 

b. the project submits a peer reviewed preliminary design including QS report 

c. the project submits an ICT plan alongside detailed design 

d. the project reports quarterly to the Minister of Health on the progress of the 
project including the progress against project milestones, the budget, the 
risk register, change management plan for implementing the preferred 
service option, the workforce strategy and IT plans, and 
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e. the DHB completes a post implementation review and a post occupancy 
evaluation and supplies copies of these to the Minister of Health . 

3. [10] 

4. Note that the DHB will continue to manage the Buller IFHC development as a 
priority development. 

5. Note the Ministers' of Health and Finance have required the West Coast DHB 
to report back on options for the mental health inpatient facility in the next 
three years. 

6. Note my intention to retain a West Coast Partnership Group (Partnership 
Group) to govern the next phase of the project 

7. Note my intention to reserve the decision to transfer contracts to the DHB until 
I am satisfied that all conditions can be met and subject to advice from the 
Director General of Health and the Chair of CIC. 

8. Note that this funding is currently in Equity for DHB's and Crown Entities. 

9. Note Ministry of Health will seek appropriate transfer from joint Ministers when 
the Equity/Debt and Ministry costs are confirmed . 

Hon Tony Ryall 

Minister of Health 

'~ 1$_1~ 
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