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Option Pros / Cons Total Cost 
Saving 

Option 1 plus removal 
of the Pavilion and 
both link bridges  

Pros 
Maximises cost savings.  
Provides a simple future expansion strategy for the project 
and enables the opportunity for additional scope to be added 
in the future as it preserves a large development footprint.  
Cons 
Loss of connectivity for the transfer of inpatient to services 
within the Outpatient Building such as endoscopy, fracture 
clinics, ophthalmology, and ENT services. While operational 
workarounds can be developed, it would result in operational 
inefficiencies and patient transport challenges between the 
two facilities. 

$100 million 

Option 1 plus removal 
of Pavilion but 
retaining two bridges 
 
 

Pros 
Enables the transfer of patients, staff and visitors with 
separates flows in accordance with the current design.  
Supports longer term site master plan development – bridge 
links intended to connect the public through to the ILC and 
other future developments. 
Cons 
Smaller and more complicated future development zone 
(comparative to the single or no link bridge option) as any 
future development in this zone would need build in between 
two link bridges  

$78 million 

Option 1 plus removal 
of Pavilion but 
retaining one link 
bridge (i.e. the 
patient/staff link) 
 

Pros 
Resolves the critical connectivity issue (i.e., patient/staff flow 
and logistics) across State Highway 88 (St Andrew St) 
Preserves development zone which can be built around link 
bridge. 
Maintains the resilience of having two independent loading 
docks serving the NDH. 
Maintains the ability to run a pneumatic tube for pathology 
services between Inpatients and Outpatients Buildings 
(otherwise an alternate solution such as a tunnel will be 
required). 
 

$89 million 

s 9(2)(b)(ii)
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Briefing 

New Dunedin Hospital (NDH) Cost Escalation 
 

 

Date due to MO: 11/02/2022 Action required by: 18/02/2022 

Security level: IN CONFIDENCE Health Report number: 20220041 

To: Hon Grant Robertson, Minister of Finance  

Hon Andrew Little, Minister of Health 

 

 

Contact for telephone discussion 

 

 

Minister’s office to complete: 

 

Name Position Telephone 

John Hazeldine Acting Deputy Director-General, 

Infrastructure 

Richard Blattman Acting Director, Delivery, Infrastructure 

☐ Approved ☐ Decline ☐ Noted 

☐ Needs change ☐ Seen ☐ Overtaken by events 

☐ See Minister’s Notes ☐ Withdrawn  

Comment:   

s 9(2)(a)
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Briefing: 20220041           9
  

Response 3 - $150 - $200 million Value Management  

24. Response 3 reduces the capital cost by approximately $150 - $200 million. This would 
reduce the cost escalation from $200 million to $0 - $50 million.  

25. This response would require a considerable reduction in clinical scope and a re-design of 
the facility. To be considered, it would require the Clinical Services Plan to be reviewed 
with particular focus on tertiary and specialist services, along with any proposed changes 
in role delineation of clinical service at Dunedin under Health NZ. That would translate 
into a revised schedule of accommodation (SoA) that reduces the size of the facility by 
5,000m2 – 10,000m2 of floor area (in addition to the value management adopted under 
Response 2). 

26. This would be a significant exercise (likely to exceed 12 months). It would necessitate a 
‘pause’ on the Inpatient building design until a revised SoA has been developed. It 
would then require a process of re-undertaking the Concept and Preliminary Design of 
the facility.  

27. The delay of the construction commencement date would also expose the Inpatient 
building to further cost escalation if current market pressures are sustained. The 
Outpatient building, however, can progress unaffected while this exercise is being 
undertaken.  

Timing implications 
28. The Outpatient building is in its final design stage (Detailed Design) and the Inpatient 

building is at one stage prior to this (Developed Design). The longer the time taken to 
confirm a preferred level of value management, the greater the cost implications for the 
programme. In particular: 

Consultation: Treasury, SDHB, ESG 
29. The Treasury has reviewed and provided input into this report. The SDHB, including the 

Board Chair, has been consulted through their role on the ESG and does not support a 
material reduction in scope as outlined in the Preferred Response. 

30. The ESG as endorsed the progression of Response 2 for consideration by Ministers, but 
does not have a position on the preferred value management option, noting that this is 
a matter for Ministers with consideration of impacts to the Health Capital Envelope.  

 

  

s 9(2)(b)(ii)
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Timing implications 
31. The proposed next steps are:

a. further design development of the preferred value management response
(Response 2 -$100 million Value Management) and endorsement through the ESG

b. development of key messages for stakeholder engagement for Ministerial
endorsement

c. consultation with the departmental User Groups impacted by the design change

d. ongoing monitoring and reporting of the cost escalation risk for NDH.

ENDS. 
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