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1 Executive Summary 

This document seeks approval to commence procurement for Project Two 

This DBC sets out the arrangements for delivering Project Two of the Programme and seeks Cabinet 

approval to commence a procurement process to identify a preferred contractor (and subcontractors and 

consultants are required) to deliver the project. It includes this executive summary and the following 

sections. 

• Strategic Case: Reconfirm the case for change. 

• Economic Case: The preferred response to change, Project Two. 

• Commercial Case: The commercial arrangements to deliver Project Two. 

• Financial Case: The funding arrangements for Project Two. 

• Management Case: The delivery arrangements for Project Two. 

The following timeline at Figure 1 outlines the sequencing of the Programme with respect to Project Two.
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Strategic Case 
The case for change for redevelopment of Nelson Hospital remains as strong as outlined in the PBC. Nelson 

Hospital faces significant challenges in providing services from their existing facilities. 

• Poor seismic resilience of the Nelson Hospital infrastructure jeopardises post-disaster healthcare 

following a significant seismic event. Nelson City Council has issued Earthquake-prone Building notices 

for key infrastructure within the hospital, and remediation or vacation of these buildings is required by 

2028.  

• Nelson Hospital’s capacity has been exceeded by demand, and this will continue to worsen as the 

population continues to grow. The current existing deficit of beds is 16;1 this is projected to rise to 53 

beds by 2043.  

• Nelson Hospital’s current design and configuration are outdated, which impedes adoption of 

contemporary best practice and modern models of care. These outdated facilities are preventing 

improvements to health equity, overall patient experience and time efficiencies.  

The case for change and the objectives of investing in Nelson Hospital are outlined in the following diagram.  

 

 

 

1 Based on the new nationally standardised demand modelling methodology. 
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Figure 2: Project 2 Work packages 

 

The delivery of the work packages is phased as outline in Firgure 12 below. 

Figure 3. Summary of Project Two work packages 

 

The following page has the high level summary of the revised programme across the integrated 

workstreams.  

Commercial Case 
The Commercial Case summarises Health NZ’s commercial arrangements and procurement approach for 

Project Two. It builds on key lessons learned since the PBC, including: 

• the need to balance Health NZ’s needs with market capacity to deliver facilities 

• risk recognised with the traditional delivery model that leaves design risk with the client resulting in 

frequent cost and programme challenges across the portfolio 

9(2)(b)(ii)
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• careful management or design and cost risk, designing out risk early to avoid paying premiums for 

unknown design risk 

• a right-sized delivery model that priorities refurbishment and optimising cost efficiencies for new builds, 

and  

• a staged delivery model. 

In response to these learnings and Health NZ strategy, a design and build model, coupled with Early 

Contractor Involvement (ECI) has been identified as the preferred approach to delivering Project 2. This will 

help reduce design and construction risk through early involvement of the contractor in the design process 

and continuous iterations of design and cost estimates. 

The Project Two Procurement Plan reflects a right-sized, standardised, stage approach to development that 

is appropriate and prioritises clinical demand and facility conditions to match regional market capacity.  

•  

  

  

  

  

 

 

These timeframes are tight but must be maintained to ensure all earthquake prone building notices can be 

removed by 2028. 

In addition, standardised contracts and contract management processes have been developed and matured 

by Health NZ since the PBC.  

  

 

  

 

 

 

 

 

9(2)(b)(ii)

9(2)(b)(ii)
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Figure 4: Commercial case summary – Project Two 

 

 

9(2)(b)(ii)
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Management Case 
The Management Case describes the methods and approaches Health NZ will use to ensure successful 

delivery of Project Two within the context of the wider Programme.  

The overall Programme has clear governance and management structures to ensure successful delivery of 

the whole redevelopment, and support from a Project Management Office function. Clinical representation 

is included at all levels of Programme and Project governance and management. In addition, the Director of 

the Programme and Project Two has considerable experience in delivering hospital infrastructure projects, 

including the new acute services building at Christchurch Hospital. 

Project Two will be delivered using the Infrastructure and Investment Group’s Investment and Delivery 

Framework Cycle. This framework is also being used for other redevelopments in the RHRP; this consistent 

approach will ensure that the redevelopments are delivered in an efficient and effective manner that 

enables continuous improvements. There are clearly defined roles and responsibilities in Project Two to 

ensure focused and effective governance and management, and a detailed project schedule with key 

milestones. 

A detailed change management and stakeholder engagement plan has been developed that reflects the 

high profile of the Programme and interest from the community. A key feature of this is communicating 

frequently with staff and developing a “no surprises” approach to communicating and reporting with 

Ministers and Health NZ leadership. 

Health NZ will report back to Cabinet within 12 months and report to Treasury at regular intervals on the 

actual level of benefits achieved compared with those approved in the DBC. The benefits will be further 

defined in the revised PBC and the Implementation Business Case (IBC). Health NZ’s IIG team owns the 

maintenance of registers and plans for risk management across the Programme and Project Two. Risks are 

continually reviewed in a comprehensive and rigorous way and are escalated internally or externally as 

required. 
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This document outlines the proposed PBC case changes and the DBC for Project Two. It seeks Cabinet 

approval of a new preferred option, in order to continue design and commence a procurement process to 

identify a preferred contractor (and sub-contractors and consultants as required) to deliver Project Two. 

2023 Programme business case  
The PBC set out a programme of work over the next 15 years for the redevelopment of the hospital. It 

comprised of eight interdependent and discrete projects that had been sequenced over the programme 

lifecycle to reflect the complex operating environment of the hospital campus. An overall cost estimate had 

been provided for the programme, with greater cost certainty for those projects nearer to the 

commencement of the programme than those in the outer years. The PBC was approved in June 2023 with 

a signalled budget of $1,098 million. The following diagram outlines the PBC.
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The case for change 

As part of the Te Waipounamu Region, Health NZ – Health New Zealand (Health NZ) Nelson Marlborough 

(Nelson Marlborough) covers the top of the South Island (Te Tau Ihu), specifically the Nelson, Tasman, and 

Marlborough regions. Nelson Marlborough provides healthcare services to a population of 169,700 people 

across an area of 22,700 square kilometres (km2). This includes Golden Bay (approximately 80 km from 

Nelson), Nelson, Picton (approx. 139 km from Nelson), Murchison (approximately 123 km from Nelson) and 

Blenheim (approx. 120 km from Nelson).  

Nelson Marlborough provides care from two secondary hospitals (Nelson Hospital and Wairau Hospital in 

Blenheim), the Nelson Marlborough Public Health Service, and multiple community services. Additionally, 

Nelson Marlborough also relies on Capital Coast/Hutt Valley and Canterbury to provide some 

tertiary/specialised services. Health NZ faces significant challenges in providing services from their existing 

facilities, particularly at Nelson Hospital.  

Seismic resilience 

The poor seismic resilience of critical Nelson Hospital infrastructure jeopardises post-disaster healthcare 

following a significant seismic event. A significant earthquake at the top of the South Island has a high 

probability of occurring. In Nelson City alone there are eight active or potentially active faults. It is critical 

that Nelson Hospital remains operational post a significant event scenario due to the sparsely distributed 

population it serves, as access to surrounding hospitals that can provide post-disaster care is heavily 

restricted.  

In 2020, Nelson City Council issued Earthquake-prone Building (EPB) notices for the George Manson 

building, Percy Brunette building, Boiler House, and Chimney. These EPB notices require remediation or 

vacation of these buildings by 2028. As the George Manson and Percy Brunette buildings contain and 

surround critical site services, a significant earthquake would likely significantly reduce Nelson Hospital’s 

post-disaster functionality.  

Capacity 

Nelson Hospital’s capacity has been exceeded by demand, and this will continue to worsen as the 

population continues to grow. Nelson Marlborough’s population is growing and ageing. Between 2018/19 

and 2040/41, the population is projected to grow by 9.6%. To meet existing demand across all services, the 

PBC demand modelling signalled deficit of 34 beds; this was projected to rise to 94 beds to meet 2037/38 

demand.2 This increasing demand is leading to delayed care: some patients assessed in the Emergency 

Department cannot be admitted due to a lack of capacity.  

Design and configuration 

The dated facilities are preventing improvements to health equity, overall patient experience, and time 

efficiencies via the introduction of modern models of care (MoC). The design and configuration of Nelson 

 

 

2 Demand modelling as indicated at the time of the PBC development. 
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Figure 6: Nelson Hospital Redevelopment Programme, Whakatupuranga investment logic map 

 

Nelson Hospital Redevelopment Programme 

The PBC identified that the Programme would be delivered through eight projects due for completion in 

May 2037. The Programme timeline is shown at Figure 7.  
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Figure 8 below, summarises the physical layout of Nelson Hospital’s facilities.  

Figure 8: Physical facilities within the PBC 

 

The PBC detailed that funding for the Programme will come from the Crown with the following cost 

requirements, as shown in Table 2.  

Table 2: Programme Business Case funding requirements ( note costs have increased under reassessment) 

The programme is made up of three workstreams and these workstreams are included within each of the 

eight projects. The workstreams are: 

1. Facilities: the physical redevelopment of the Nelson Hospital campus. 

2. Workforce and system transformation (WST): supports the Facilities workstream by implementing the 

models of care needed for the facility to meet patient demand, but also is supported by the new 

facility in delivering new, more effective models of care.  

3. Digital: supports virtual care and base IT functionality for the new facility. It is a key enabler of the 

Facility workstream and focuses on advancing Nelson Marlborough’s digital maturity to help deliver 

and meet modern models of care.  

9(2)(b)(ii), 9(2)(f)(iv)
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Strategic alignment 

The Programme had been developed in alignment with several national health strategies that were in place 

in 2023, as well as broader infrastructure and carbon neutral work programmes. This alignment is 

particularly important, as it will enable Health NZ to achieve its outcomes at the strategic level nationally, 

and with this specific hospital redevelopment.  

This extent of this national alignment is shown in Figure 9.  

Figure 9: Programme's strategic alignment with national frameworks and strategies 

 

The Programme has also been developed in alignment with the following regional strategies: 

• Regional Hospital Redevelopment Programme (RHRP) 

• Te Waipounamu South Island Health Services Plan 2019-22  

• Nelson Marlborough Digital Strategy and Roadmap 2021-2024  

• Nelson Marlborough Statement of Intent 2019/20-2022/23  

• Nelson Marlborough Annual Plan 2021/22.  

Programme risks 

The PBC identified the following contributing factors as the greatest risk to the successful delivery of the 

Programme, as shown in Table 3. 
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Figure 10: Summary of key changes and impacts on the PBC 
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Government Policy Statement for Health 2024-27 

The GPS 2024–27 sets out five priority areas for the health system:  

4. Access – ensuring all New Zealanders have equitable access to the health care services they need, no 

matter where they live.  

5. Timeliness – making sure all New Zealanders can access these services in a prompt and efficient way.  

6. Quality – ensuring New Zealand’s health care and services are safe, easy to navigate, understandable 

and welcoming to users, and are continuously improving.  

7. Workforce – having a skilled and culturally capable workforce which is accessible, responsive, and 

supported to deliver safe and effective health care.  

8. Infrastructure – ensuring that the health system is resilient and has the digital and physical 

infrastructure it needs to meet people’s needs now and the future.  

Impact on PBC: Health NZ has changed the Strategic Case’s Investment Logic Map (ILM) to reflect 
equitable access to healthcare for all people as opposed to focus on Māori. 

Government health targets 

In the period since the June 2023 PBC the Government has directed Health NZ to concentrate its effort 

toward meeting five key health targets: 

1. Faster cancer treatment – 90 per cent of patients to receive cancer management within 31 days of the 

decision to treat.  

2. Improved immunisation for children – 95 per cent of children fully immunised at 24 months of age. 

3. Shorter stays in emergency departments (ED) – 95 per cent of patients to be admitted, discharged or 

transferred from an ED within six hours. 

4. Shorter wait times for first specialist assessment (FSA) – 95 per cent of people wait less than four 

months for a first specialist assessment. 

5. Shorter wait times for elective treatment – 95 per cent of people wait less than four months for 

elective treatment. 

These targets – four out of five of which are related to reducing the wait times for healthcare – are now 

informing the clinical priorities and wider business needs that are being reflected in Health NZ’s investment 

proposals. 

Impact on PBC: Health NZ has changed the Strategic Case’s ILM to reflect key health targets; and 
updated the Economic Case to include the addition of performance measures for the benefits 
framework. 

Infrastructure Investment Plan 

Throughout 2023, Health NZ undertook an intensive process to identify national priorities for investment in 

health infrastructure. This was informed by senior clinical leadership, regional representatives, and 

infrastructure planners, and was ultimately signed off by the Health NZ Board in December 2023.  
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These priorities, set over 10 years, are the basis for the Infrastructure Investment Plan which is currently 

under consideration by Ministers. The Infrastructure Investment Plan reinforces the redevelopment of 

Nelson Hospital as a high priority for investing in health infrastructure in New Zealand. 

Impact on PBC: Health NZ has changed the Strategic Case to reinforce the high priority need to 
invest in Nelson Hospital. 

Building Hospitals Better 

New Zealand’s approach to health infrastructure has historically been district-by-district, focusing on 

significant greenfield redevelopments that prioritised whole-of-campus replacements and mega 

developments. Health NZ inherited many of these projects, including their business cases, from District 

Health Boards (DHBs) following the recent health system reforms. Previous projects using this approach 

were known to be hampered by severe delays, budget overruns, poor quality, and final outputs that were 

no longer fit-for-purpose for the local area’s health needs. 

In September 2024, Health NZ delivered a new approach to building new hospitals in New Zealand: Building 

Hospitals Better. Building Hospitals Better is a structured, nationalised approach to designing and building 

health infrastructure, with an emphasis on phasing and standardising projects. It aims to enable more 

timely access to quality care, by taking a comprehensive and considered approach to the way Health NZ 

works and thinks about health infrastructure. 

The Infrastructure Investment Plan will outline the investments that are to be made across the 

infrastructure portfolio, whereas the Building Hospitals Better approach will inform the way those 

investments are designed and built, largely aiming to take a phased approach that results in the faster 

realisation of benefits for patients. 

Health NZ is revising project masterplans and undertaking a review of all business cases for core projects 

where a single “mega development” or whole-of-campus build has been proposed. This will provide an 

opportunity to pivot to deliver a phased building approach with faster benefit realisation. 

The revised master plan for Nelson Hospital has been completed and the outcomes of this process are: 

• rephasing of projects to improve deliverability, and 

• earlier realisation of benefits. 

These changes to the Programme will be incorporated into the revised PBC that will be delivered next year.  

The remainder of this section outlines the components of Building Hospitals Better that have been 

progressed to date and the implications on the existing PBC. 

Design and technical services 

Health New Zealand has established a single procurement process to appoint two design teams for all five 

projects in the Regional Hospitals Redevelopment Programme (RHRP). This provides an incentive for 

designers and the international market to participate in the RHRP. It should bring international best practice 
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in hospital design to the New Zealand market and many tender responses from both international and local 

providers.  

This tender process is still underway and the announcements on preferred design teams will occur in 

November 2024. 

Impact on PBC: Health NZ has amended the Commercial Case to reduce the design risk 
associated with the programme and to simplify the procurement process, better allocate 
commercial risk, and improve contract management. 

Market engagement 

As part of developing Building Hospitals Better, Health NZ has undertaken further market engagement since 

the development of the PBC. There have been two components to this: 

• New Zealand and Australia: In April, Health NZ hosted sessions across New Zealand and Australia to 

test the Building Hospitals Better approach, including identifying risks and opportunities. 

• Nelson Hospital (location-specific): Health NZ commissioned two major contractors with recent 

experience in delivering comparable projects (Christchurch Hospital Tower 3; New Dunedin Hospital 

Outpatients Building) to provide comprehensive reports detailing their own lessons learned in relation 

to market capacity, risk, programme, and contracting models. 

Both these exercises reinforced the Building Better Hospitals approach to infrastructure investment. 

Impact on PBC: Health NZ has updated the Economic Case to include changes to the sequencing 
of the build programme. 

Demand modelling  

Building Better Hospitals includes the development of a standard nationwide approach for demand and 

capacity modelling to inform service planning and hospital rebuild programmes using international 

functional benchmarks. The approach uses past activity and utilisation rates with Statistics NZ’s population 

projections to predict need; functional benchmarks are then applied to the demand projections to translate 

into future capacity requirements. 

This was developed as part of the National Clinical Service and Campus Plan development in 2023, 

approved by the Health NZ Board and used to inform investment planning. It has already been used to 

reconfirm business case assumptions for the Dunedin, Whangārei and Nelson Hospital redevelopments, 

resulting in changes to demand modelling and results.  

Impact on PBC: Health NZ has updated the Strategic Case to show reduced demand projections 
for Nelson Hospital and highlighted the greater confidence in the demand profile for services 
delivered within Nelson Hospital and in the community; Health NZ has amended the Economic 
Case to include changes to programme sequencing to reduce the length of time for supply to 
meet demand. 
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Functional design  

Building Hospitals Better includes the establishment of a standard form functional brief that sets out the 

expectation on how hospitals and individual departments function, allowing for more consistent delivery of 

builds, with clinical input, across the country. An international partner has been appointed to assist in 

developing the brief, which is expected to be complete by the end of 2024. 

The standard brief is already being used to develop a tailored project briefs for the Nelson and Whangarei 

hospitals.  

Impact on PBC: Health NZ has amended the Strategic Case to consider the reduced risk that the 
hospital design will not meet the clinical and operational requirements for Nelson Hospital. 

Nationally consistent technical guidance 

Building Hospitals Better includes the development of nationally consistent fire, seismic and building 

services design guidance, in addition to establishing standardised, reusable room designs and data sheets 

for hospital projects. The Fire Design Guidance has been approved and incorporated into Nelson Hospital; 

the Seismic Design Guidance and Building Services Engineering Guidelines are in development; and the New 

Zealand Standards Components (including reusable room designs) out for endorsement. 

This has resulted in several Nelson Hospital buildings being reduced from IL4 to IL3 or IL2 requirements, by 

changing some of the uses of the buildings. 

Impact on PBC: Health NZ has amended the Economic Case to include the change in scope and 
sequencing of facilities, and the reduction in costs for some facilities. 

Digital engineering 

Building Hospitals Better includes the development of a centralised common data environment for project-

level planning and design to enable greater sharing and standardisation of design templates, data, 

information, and processes. This builds on tools piloted at the new Dunedin Hospital and will be used to 

support the sharing of design information on Whangārei and Nelson Hospitals at the end of 2024.  

Impact on PBC: Health NZ has updated the Management Case to include new tools and 
techniques to improve the efficiency and effectiveness of delivery for digital engineering. 

Standard contracts for construction and consultancy 

Building Hospitals Better includes the development of standard form contracts to reduce administrative cost 

and empower project teams to move quickly through procurement and negotiation. These will be adopted 

for the tendering and contracting for Nelson Hospital. 
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2031.  

 

 

In addition, Figure 13 provides a depiction of the physical phasing of the Projects within the Revised PBC 

across the Nelson Hospital facilities.  

9(2)(b)(ii)
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3 The Strategic Case – the Case for Change 
This section outlines the case for change that was approved by Cabinet in 2023, as well as the revised 

problem statements, benefits, and investment objectives. It explains that while the case for change is robust 

and remains the same, several changes in the strategic context have occurred in the intervening period.  

These changes are described in the introduction to this business case and this strategic case: 

• Confirms the strategic context: This section reconfirms the strategic context in the PBC. It outlines the 

broader strategic context for the redevelopment of Nelson Hospital and how this applies to the focus of 

this DBC, for Project Two of the redevelopment. 

• Revisits the investment logic: This section summarises the new investment logic for the redevelopment 

of Nelson Hospital as defined in the PBC, including the need for change, investment objectives, business 

requirements, high-level benefits, and the preferred option for redevelopment. It also includes an 

updated investment logic for material changes that have taken place since the development of the PBC. 

• Outlines the benefits of investment: Further detailed benefits analysis from the PBC, and the impact 

that Project Two will have when contributing to the wider Programme benefits. 

• Describes the risks, dependencies and constraints: This section further develops and provides greater 

detail on the risks outlined in the original PBC, with greater focus on the delivery stages for Project Two. 

It also includes strategic constraints and dependencies that were not included in the PBC. 

Strategic Case summary 

• The case for change for redevelopment of Nelson Hospital is as strong as outlined in the 
PBC. 

• There have been numerous changes since the change in Government and as Health NZ 
has continued to develop and mature the approach to delivering infrastructure across 
the country.  

• The changes have resulted in a change to the sequencing of the Programme, which will 
ensure benefits are delivered two years earlier. 

• The faster benefits realisation will be achieved through a revised Programme schedule 
where a new inpatient building will be built with refurbishment of other buildings. This will 
be delivered through Project Two. 

• Project Two includes the development of an inpatient building, refurbishment of the 
George Mason building and the development of an energy centre. 

• These changes will be reflected in a revised PBC to be submitted mid-2025 and this DBC 
assumes the changes to the PBC will be adopted. 

• Programme benefits, risks and constraints and dependencies have been further refined 
since the PBC and the delivery of Project Two aligns with these. 
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Health New Zealand Nelson Marlborough, over several years has strategically worked in conjunction in 

other healthcare providers and community partners to improve key areas of need in the region and specific 

projects have made tangible benefits to service delivery, creating a cross functional system that provides 

improved outcomes for patients and their whanau.   

The Nationwide Service and Campus Plan creates transparency in the service delivery settings and 
intentions of the public health service delivery system. It takes a forward planning view setting out the 
guiding framework for how hospital & specialist services sites and service networks for physical and mental 
health will be configured to meet the needs of communities to achieve the goal of timely access to quality 
healthcare. The plan describes:  

• The types of service delivery sites – setting of care – and the services that should be provided across 

New Zealand. 

• The geography-based networks of service delivery and the settings of care within these networks.  

Figure 15: Settings of care within the Regional network 

 

3.2 Health NZ has revisited the case for change 
The Strategic Case in the 2023 PBC has been reassessed, and this confirmed the underlying case for change 

is robust and remains the same. Health NZ faces significant challenges in providing services from these 

existing facilities, particularly at Nelson Hospital. However, demand projections have been revised 

downwards and these new projections are outlined below. 

3.2.1 The Nelson Hospital has poor seismic resilience 

The poor seismic resilience of critical Nelson Hospital infrastructure jeopardises post-disaster healthcare 

following a significant seismic event. The Nelson region sites in a Medium Seismic Zone. In Nelson City 

alone, there are eight active or potentially active faults. It is critical that Nelson Hospital is likely to remain 

operational in a post-event scenario, as due to the sparsely distributed population it serves, access to 

surrounding hospitals that can provide post-disaster care is heavily restricted.  

In 2020, Nelson City Council issued Earthquake-prone Building (EPB) notices for the George Manson 

building, Percy Brunette building, Boiler House, and Chimney. These EPB notices require remediation or 

vacation of these buildings by 2028. As the George Manson and Percy Brunette buildings contain and 
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surround critical site services, a significant earthquake would likely significantly reduce Nelson Hospital’s 

post-disaster functionality.  

The EPB notices are being addressed in Project One, with an expected completion date of 2025, subject to 

access in the live operational environment. 

Since the PBC, engineering reports and advice from the Health NZ’s trusted seismic advisor have been 

reviewed, resulting in the residual seismic risk to the existing campus being less than previously 

understood. The George Manson Building will remain at the heart of the campus with earthquake 

strengthening addressed, and the acute buildings surrounding it retained to provide their current function. 

The single level buildings that house acute functions, such as theatres, radiology, ICU and the Emergency 

Department, have elements to them that requiring strengthening and general improvements to the seismic 

restraint of services to improve operational continuity.   

The current status is summarised in Figure 16. 

Figure 16: Overview of key upgrades required in the Programme for seismic resilience 

 

 

Priorities for strengthening and seismic restraint have been reviewed in workshops with engineers and the 

hospital emergency planning team and assessed on a risk basis. High risk areas such as heavy plant in plant 

rooms in buildings with acute functions will be addressed in Project One. 

Improvements to George Manson and Percy Brunette Buildings will occur in Project Two. 

Improvements to the structure to achieve an aspirational 67 percent NBS at IL4 have been identified and 

design will continue to quantity these works in Project Three. Minimising disruption to functional areas will 

be prioritised with strengthening to occur outside of the buildings (exoskeletal) or from above the ceiling 

where possible.  

Health NZ’s Trusted Seismic Advisor has undertaken a review of the level of seismic risk following the work 

proposed under the three projects.  This report establishes how life safety risk and functionality risk interact in 

an overall resilience categorisation of a building, which features the following four levels: 
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• Resilience Category RC1 - High Resilience 

• Resilience Category RC2 - Good Resilience 

• Resilience Category RC3 - Moderate Resilience 

• Resilience Category RC4 - Low Resilience 

Table 7 on the following page summarises how the overall level of seismic resilience is likely to change 

through the proposed project stages. 

Together with the new IPU building and new energy centre from Project Two, when the proposed strengthening 

of the existing acute services buildings is completed under Project Three, the overall seismic resilience of the 

hospital will be significantly increased. 
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3.2.2 Nelson Hospital’s capacity has been exceeded by demand 

Nelson Hospital’s capacity has been exceeded by demand, and this will continue to worsen as the 

population continues to grow. Nelson Marlborough’s population is growing and ageing. Between 2018/19 

and 2040/41, the population is projected to grow by 9.6%. To meet existing demand across all services, 

there is currently a deficit of 16 beds medical/surgical; this is projected to rise to 53 beds to meet 2043 

demand.  

Current service models of care are unsustainable with workforce constraints, ageing population, and 

available bed numbers. A key premise of the model of care and bed modelling projections is using a whole-

of-system approach, to ensure that Nelson Hospital has the capacity to meet future service needs and, 

where clinically appropriate, facilitate early supported discharge, hospital level care in-the home and in-

reach interdisciplinary working.  

Comparison of PBC modelling with revised Health NZ modelling  

Initial demand modelling was undertaken by external consultants by the DHB for the 2023 PBC but since 

then a Health NZ nationally consistent modelling methodology has been developed and implemented, as 

shown in Figure 17 below. 

Figure 17: Changes to demand and capacity modelling since the PBC 

 

This has resulted in demand projections that are: 

• underpinned by better quality data and nationally consistent assumptions 

• inclusive of a district wide catchment area  

• extended beyond the initial demand planning horizon from 2038 to 2043, and 

• lower than initially forecasted in the PBC. 

A comparison of the PBC base case inpatient modelling with the revised 2024 nationally consistent 

modelling signals a general reduction in points of care due to the higher occupancy rates applied in the new 

set of functional benchmarks used to translate projected activity to point of care and the scenario modelling 

applied.  

The revised modelling methodology, in addition to the base case, uses 3 scenarios modelled for future 

demand.  

• Scenario 1 models to allow for unmet need by adjusting the base case to uplift activity where standard 

intervention rates for theatre procedures are below the national average. The PBC modelling did not 

allow for unmet need. 

• Scenario 2 model to improve efficiency adjusts the base year length of stay to the level of New Zealand 

averages to ensure efficient arrangements are modelled into the future. The reduction in length of stay 
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facilities (particularly room sizes and components, ward sizes, corridors, vertical clearances, and data and 

digital systems) do not allow for contemporary best practice generally, or for Kaupapa Māori and culturally 

safe care.  

These constraints have flow-on effects that reduce hospital efficiencies and adversely affect patients and 

staff, such as delayed decision-making, prolonged hospital stays, and delayed or cancelled surgeries, as well 

as for Health NZ’s objective of achieving health equity. The lack of data and digital infrastructure prevents 

virtual health clinics and telehealth capability that would reduce hospital congestion and lower healthcare 

costs. 

Current digital capabilities within the facilities do not support delivery of virtual health clinics – there is 

limited telehealth capability, and it is challenging to effectively integrate virtual and face-to-face care. This 

prevents optimising models of care, lowering healthcare costs, and addressing access inequities. It can also 

lead to poor information sharing, requiring patients to tell their story repeatedly, which negatively impacts 

patient experience and trust in the health system. 

Nelson Hospital have, over several years, worked in conjunction with other healthcare providers and 

community partners to improve key areas need in the region. Specific projects have made tangible benefits 

to service delivery, creating a cross functional system that provides improved outcomes for patients and 

their Whanau. Proposed extension to National models of care such as HITH and Community Rehabilitation 

will further enhance the services delivered. This proposal includes, for the first time, the implementation of 

digital tools and technology that will enable remote and proactive patient monitoring, direct clinician-to-

patient support, and all-of-service reporting, further enhancing care to patients.   

An integrated virtual care approach will support patient interventions and outcomes, reduce hospital 

admissions, costs associated with inpatient and emergency presentations and further develop the approach 

of patient centred care.  This system wide approach supports all episodes of care, whether short-term, long-

term or episodic. 

During Project Two, the HSS Workforce Transformation team will develop out and formalise efficient models 

of care that will establish a fully digital supported Hospital-in-the-Home and Community Care service model 

aligned to the National Models of Care and Modern digital technologies.   

Implementation of the Hospital-in-the-home service will be relevant from point of attendance to the 

emergency department, during acute hospital flow/pathways and within primary and community settings. 

Its implementation will avoid unnecessary hospital admissions, reduce hospital bed capacity pressures and 

enable early supported discharge for patients to their home to recover. Use of digital technology will enable 

remote patient monitoring using clinical wearables & monitoring devices (e.g. chest patches, Pulse 

Oximeters, BP cuffs) and the automatic recording and provision of data to Hospital dashboards. 

3.3 Health NZ has updated the problem definitions, 
investment objectives and benefits  

The numerous developments since the PBC have resulted in a revised set of problem statements, 

investment objectives and benefits which will be included in the revised PBC. It is important that this DBC 

reflects these changes to ensure the assessment of options and preferred approach reflect this new 

environment. The following changes have impacted the original investment logic. 
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Figure 18: Changes in government direction since the PBC 

 

This has resulted in the following investment logic for this DBC, as shown as Figure 19. 

Figure 19: Updated problem definition and benefits 

 

3.4 As a result, Health NZ has updated and revised the 
response to change 

3.4.1 Changes have been made at the Programme-level 

Section 2 details the preferred approach to delivering the programme and has been updated to reflect 

significant changes that have taken places at a governmental and Health NZ level over the last 18 months. 

This progress is covered in the table below. 
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Figure 20: Scope of Project Two - New Inpatient Building and Energy Centre depicted in white. Existing buildings in 

grey. 

 

3.5 The benefits of the investment are better understood 
Investment in the Programme will yield significant benefits to the people of Nelson Marlborough. The 

benefits of investing in the Programme were identified in the PBC and are: 

• continuous provision of health services from Nelson Hospital 

• timely access to healthcare services, and 

• better health outcomes for the people of Nelson. 

Since the development of these benefits for the PBC, the Government has introduced the following health 

targets: 

1. faster cancer treatment 

2. improved immunisation of children 

3. shorter stays in emergency departments 

4. shorter wait times for first specialist appointment, and 

5. shorter wait times for elective treatment. 

Targets 1, 3, 4 and 5 relate directly to the Programme benefits of timely access to healthcare services and 

indirectly to better health outcomes for the people of Nelson Marlborough. Detailed measures and the 

process for managing and measuring these benefits is outlined in the Management Case of this DBC. 

3.6 Risks have been updated and are better understood 
and some have been mitigated 

The strategic risks associated with the Programme were identified in the PBC. The changes since the 

approval of the PBC means the risk profile of the Programme has evolved and changed; these updates are 

reflected in the table below along with the further defined risks for Project Two. The approach to managing, 

measuring and mitigating risks, along with a more detailed risk assessment, are included in the 

management case of this DBC. 
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Programme Options development and analysis 

Option 1 – Preferred 

The preferred option from the PBC, proposed a large single IL4 acute services building with wards on top of 

a podium, similar in scaler and design to the Christchurch Acute Services Building and proposed Dunedin 

Inpatient Building. Whilst suited to an urban setting with a constrained site, this design in the Nelson setting 

presented challenges with the District Plan, being 20 metres above the approved planning height limit. The 

peer review of the design noted concerns with the flow and connectivity across the campus between the 

new and existing buildings as well as the adjacencies and configuration within it. It also reduced options for 

future proofing the site. The updated demand modelling has influenced the reassessment of this option 

which now would provide significant capacity above the projected demand modelling.  

Option 2 – Dismissed 

Option 2 from the PBC was dismissed as marginally smaller than Option 1 and did not address the similar 

concerns of Option 1.  

Option 3 – Considered 

Option 3 from the PBC proposes a large Acute Services Building as a first stage and a separate In-Patient 

Unit to follow. With the new information from the 2024 demand modelling, along with the approval of the 

ED expansion project the need for the acute services additional capacity is no longer justified and inpatient 

beds has been confirmed as a priority from both the demand modelling and local clinical leadership. The 

separation of acute building and inpatient ward clock has influenced the new DBC preferred option, but a 

new location and sequencing has been applied.  

Option 4 – Dismissed 

Option 4 from the PBC was dismissed as being significantly in excess of the capacity demand. 

Option 5 – New option 

New options were developed for this DBC informed by the updated Masterplan which considered: 

• Risk – Seismic. 

• Opportunities – Large campus for long term redevelopment, existing buildings with efficient flows. 

• Priorities – Informed by clinicians. 

Option 5 which was assessed against the PBC options provides a balance of addressing key priorities, in line 

with approved capacity demand, which allowing for future flexibility within a revised master plan, future 

proofed to add capacity as required, which maintaining good clinical and patient flow.  

It meets the critical success factor of ensuring each project within the programme can be undertaken 

independent of others, and that the campus can function without being dependent upon future stages. 

9(2)(b)(ii)
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Figure 22: Timelines for the revised Programme 

4.2 Project Two has three workstreams 
Project Two is delivered through three workstreams, which are interdependent on each other for the 

realisation of benefits. 

Figure 23. Workstreams with the Programme 

 

9(2)(f)(iv)
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4.2.1 Facilities 

As identified in the Background and Strategic Cases, significant progress has been made in standardising the 

design and construction of hospital development in New Zealand. In addition, Project Two proposes to 

reuse existing hospital buildings through refurbishment and reallocation of services and support functions 

to different facilities across the hospital following site master planning activity. 

Where new buildings are constructed, they are done so to appropriate levels to support the functionality of 

the hospital. Operational and patient flows are a key consideration with the principle that the campus must 

function at every stage, not just at the end. New facilities can be constructed with minimal disruption to 

existing operational facilities – a key consideration in a phased development. 

A decanting strategy has been developed with the clinical and digital workstreams to relocate services and 

algin with the masterplan and objectives of the functional Design Briefs for modern models of care, to 

provide efficiency, particularly in the ambulatory care. 

The key facility features of Project Two are summarised in the following diagram in Figure 24. 

Figure 24: Key facilities work packages of Project Two  

 

Work packages are broken down as follows: 

1. New IL4 Energy Centre to house resilient services infrastructure for: 

a. Electrical supply – new 11 KVA ring main and transformers 

b. Backup generators 

c. Medical gases 

d. Water storage 

e. Steam boiler – TBC dependent on design 

Energy Centre to be sized to future proof the main Waimea campus to enable incremental addition of plant 

when existing, such as the current boilers are at the end of life.  

 

2. Inpatient Building and links to contain: 

f. Helipad 

g. Four inpatient wards  with expansion of 41 beds (two wards migrated from George Manson) 

h. Assessment, Treatment and Rehab 
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i. Acute Assessment Unit 

j. Mortuary 

k. Pharmacy 

l. Share equipment store 

m. ICT hub 

n. Biomedical workroom 

3. George Manson refurbishment and conversion to admin and telehealth space 

4. Percy Brunette refurbishment to accommodate campus moves in line with decanting plans. 

The scope of the facilities workstream has been confirmed within the revised PBC and aligns with the 

Nelson Hospital master plan and is therefore not further assessed in the dimensions of choice within this 

economic case. 

4.2.2 Digital 

Health NZ’s National Digital Framework for Major Facility Redevelopments and New Health Facility 

Programmes (“Digital Framework”) outlines the process by which the digital scope for new hospital 

developments is defined, delivered and managed across all health capital infrastructure projects. The digital 

workstream will use the Digital Framework for the delivery of digital infrastructure and systems, leveraging 

the knowledge of other hospital digital programmes. In particular, delivery for the Nelson Hospital 

Redevelopment will be closely aligned to the digital delivery for New Dunedin Hospital, leveraging their 

processes, lessons learned and re-use, where possible, of digital capability architecture and solution design.  

The Nelson Hospital digital team works closely with both the digital teams of New Dunedin Hospital and 

Project Pihi Kaha in Whangarei due to the similarity of delivery (digital components) and timeframes.  

The digital infrastructure and systems supporting Project Two will be delivered as necessary to ensure that 

the redeveloped and refurbished Nelson Hospital is adequately equipped on open day. It is expected that 

other digital projects will be implemented at Nelson Hospital including upgrades and major new projects, by 

Health NZ during the timeframe of Project Two. These changes will occur in parallel but occur in 

coordination with Project digital team to minimise risk to delivery of the digital workstream and also to 

ensure any change takes into consideration digital land ape changes as a result of Project Two.   

The scope of the digital workstreams includes delivery to the following digital categories: 

• Wider / hospital digital solutions – Hospital based solutions that are widely used to support 

community level care, such as hospital in the home and care in the community solutions.  

• Core digital infrastructure –Digital infrastructure such as active networks, unified communication 

systems and real-time location systems. Delivered to Health NZ national standards. 

• Passive digital infrastructure – Digital infrastructure implemented during the construction of buildings 

such as cabling, networks, radio, engineering and building management systems. Delivered to Health NZ 

national standards. 

• Existing solutions – these solutions require extensions, upgrades or uplifts to ensure continued 

functionality within the new facilities. It includes telehealth solutions and critical priority software 

solutions used in the new facility   

• Facility solutions – these solutions supplement and replace current manual processes or physical 

solutions that support facilities and include observation and monitoring systems, digital signage.  
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• Health technology management – these solutions supplement and replace current manual processes 

or physical solutions that support patent care and health management and include solutions such as 

automated medication dispensers. 

• Digital devices – these solutions are the devices used in delivering health and facility services and 

include solutions such as desktops, printers and audiovisual components. 

 

A Digital Blueprint has been developed to detail the agreed scope for delivery from each of these digital 

categories for project Two.  

 

The agreed scope considered the appropriate digital change required for Nelson Hospital which would;  

• Implement minimum Baseline Digital Facility level of change; which would enable Nelson Hospital 

digital infrastructure to it to meet minimum Health NZ standards for modern digital technology and 

address key areas of digital risk concerns  

OR 

• Implement Standardised Enabling Digital Facility for Health Capital Infrastructure projects, which 

includes the Baseline level of change (as described above) but also the digital capability required to 

support modern in-hospital Models of Care, real-time hospital flow reporting and enable digitally 

supported community level care, such as Hospital-in-the-Home.  

OR  

• Implement both Baseline and Standard Digital Facility (as above) as well as advanced digital technology, 

such as an automated Pharmacy & medication dispensing and that would enable the In-Patients unit of 

Nelson Hospital to open as a high efficiency Enhanced digital Facility. 

 

 

  

  

  

  

The Standard Digital Facility preferred option, does future proof the In-Patients Unit and the hospital digital 

network to be “digital infrastructure ready”, which means, as an outcome of Project Two, it will be is ready 

to support implementation of a full smart digital hospital, and an EMR when available.  

4.2.3 Workforce and systems transformation 

The WST workstream supports change management, services migration, and will support staff and 

consumers in the new delivery of care. As such, models of care are a key focus of the WST workstream. 

Models of care are the ways in which Health New Zealand provides healthcare to the community. 

By working collaboratively with clinicians, non-clinical staff, healthcare providers, and consumers and their 

whānau, projects are undertaken that will lead to changes that create a cross-functional system with the 

best outcomes for people. These initiatives include integrated service plans, and locality planning. Overall, 

these projects focus on making healthcare more proactive and accessible, with people placed at the centre. 

The strategic focus of the Nationwide Services and Campus Planning is driven by several assumptions that 

will be realised due to changes in models of care. Managing clinical demand is essential to the successful 

9(2)(g)(i)








