
Minister of Health 

Nelson Hospital Redevelopment 

3 August 2023 

These documents have been proactively released. 

Title of paper: 

Nelson Hospital Redevelopment 

Title of minutes: 

Nelson Hospital Redevelopment (SWC-23-MIN-0088) 

Report of the Cabinet Social Wellbeing Committee: Period Ended 21 July 2023 (CAB-23-MIN-0313) 

Some parts of this information release would not be appropriate to release and, if requested, would 
be withheld under the Official Information Act 1982 (the Act). Where this is the case, the relevant 
sections of the Act that would apply have been identified. Where information has been withheld, no 
public interest has been identified that would outweigh the reasons for withholding it. 

Key to redaction code/s: 

Some information has been withheld under s 9 (2)(i) of the Official Information Act 1982 (the Act) to 
enable commercial activities to be carried out without prejudice or disadvantage. 

© Crown Copyright, Creative Commons Attribution 4.0 International (CC BY 4.0) 

https://creativecommons.org/licenses/by/4.0/


I N  C O N F I D E N C E 

1 
I N  C O N F I D E N C E 74pljbyi4i 2023-08-03 10:44:25 

CAB-23-MIN-0313 

Cabinet 

Minute of Decision 
This document contains information for the New Zealand Cabinet. It must be treated in confidence and 
handled in accordance with any security classification, or other endorsement. The information can only be 
released, including under the Official Information Act 1982, by persons with the appropriate authority. 

Report of the Cabinet Social Wellbeing Committee: Period Ended 
21 July 2023 

On 24 July 2023, Cabinet made the following decisions on the work of the Cabinet Social 
Wellbeing Committee for the period ended 21 July 2023: 

SWC-23-MIN-0088 Nelson Hospital Redevelopment 
Portfolio: Health 

CONFIRMED 

Rachel Hayward 
Secretary of the Cabinet 

Out of scope

Out of scope
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Cabinet Social Wellbeing 
Committee 
Minute of Decision 

This document contains information for the New Zealand Cabinet. It must be treated in confidence and 
handled in accordance with any security classification, or other endorsement. The information can only be 
released, including under the Official Information Act 1982, by persons with the appropriate authority. 

Nelson Hospital Redevelopment 

Portfolio Health 

On 19 July 2023, the Cabinet Social Wellbeing Committee: 

1 noted that a redevelopment of Nelson Hospital (Project Whakatupuranga) is required to 
address seismic issues and to ensure the hospital is clinically and culturally fit for purpose to 
meet future demand; 

2 approved the Project Whakatupuranga Programme Business Case, attached under 
SWC-23-SUB-0088, which sets out Option One as the preferred delivery with an estimated 
cost of $1.098 billion; 

3 noted that the Project Whakatupuranga will be delivered across six phases through to the 
end of 2033; 

4 approved Phase One of Project Whakatupuranga, which includes enabling, and design 
works; 

5 agreed to release $73.0 million of funds reserved in the Health Capital Envelope non- 
departmental capital expenditure multi-year appropriation to fund Phase One of Project 
Whakatupuranga; 

6 agreed that Te Whatu Ora progress development of the Detailed Business Case for Phase 
Two of Project Whakatupuranga, expected by 2025; 

7 noted that there is a high risk the costs for Phase Two will exceed the current estimate of 
 and that the Minister of Health has put in place assurances to manage this 

risk; 

8 authorised the Minister of Health to approve scope and budget changes for Phase One, 
where these changes are not material and can be met from existing funding baselines (Health 
Capital Envelope); 

9 noted that funding required for Phases Two to Six of Project Whakatupuranga will be 
requested in future Budgets, and be subject to the Budget prioritisation process. 

Rachel Clarke 
Committee Secretary 
Attendance (see over) 

s 9(2)(i)

PROACTIVELY
 R

ELE
ASED

Wdelambe
Cross-Out

Wdelambe
Cross-Out

Wdelambe
Cross-Out



I N  C O N F I D E N C E 
SWC-23-MIN-0088 

2 
I N  C O N F I D E N C E 74pljbyi4i 2023-08-03 10:44:25 

Present: Officials present from: 
Rt Hon Chris Hipkins 
Hon Kelvin Davis 
Hon Grant Robertson 
Hon Dr Megan Woods 
Hon Jan Tinetti (Chair) 
Hon Kiri Allan 
Hon David Parker 
Hon Peeni Henare 
Hon Kieran McAnulty 
Hon Ginny Andersen 
Hon Barbara Edmonds 
Hon Jo Luxton 

Office of the Prime Minister 
Officials Committee for SWC 
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In Confidence 

Office of the Minister of Health 

Cabinet Social Wellbeing Committee 

Project Whakatupuranga – Nelson Hospital Redevelopment: Approval of the 
Programme Business Case and Phase One 

Proposal 

1. This paper seeks Cabinet approval of:

1.1 the Project Whakatupuranga – Nelson Hospital redevelopment (Project
Whakatupuranga) Programme Business Case, option one (refer 
Appendix One) 

1.2 the release of $73.0 million from the Health Capital Envelope non- 
departmental capital expenditure multi-year appropriation (Health 
Capital Envelope) for Phase One – design and enabling works, and 

1.3 progression to the Detailed Business Case for Phase Two (construction 
of the Acute Services Building, currently estimated to cost 

. 

Relation to government priorities 

2 The Nelson Hospital redevelopment will assist Te Whatu Ora to meet its 
objectives and functions as set out in the Pae Ora (Heathy Futures) Act 2022, 
and the longer-term directives from the interim Government Policy Statement 
for Health 2022-2024. This includes protecting, promoting and improving the 
health of the people of the Nelson Marlborough region. 

Executive Summary 

3 Critical clinical facilities at Nelson Hospital are seismically compromised and 
are not clinically fit for purpose. Nelson Hospital also requires more inpatient 
bed and theatre capacity to meet future demand. 

4 The large scale and scope of the investment at Nelson Hospital necessitates 
a phased approach. Te Whatu Ora has developed a Programme Business 
Case – an investment programme of six phases, over 10 years, to deliver a 
hospital campus to serve the population of Nelson and Marlborough regions 
for decades ahead. The preferred option, option one, is estimated to cost 
$1.098 billion over the six phases. It includes: 

4.1 Phase One: enabling works and design for Phase Two facilities 

4.2  Phase Two: construction of a new Acute Services Building containing 
critical acute services, wards and an energy centre 

s 9(2)(i)
s 9(2)(i)
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4.3  Phases Three to Six: refurbishment and re-purposing of existing 
buildings. 

5 I seek Cabinet’s approval of the Programme Business Case – option one, 
Phase One investment and for Te Whatu Ora to progress to the Detailed 
Business Case Stage for Phase Two. 

6 Approving the Programme Business Case confirms the proposed approach 
for the Programme rebuild and provides funding for Phase One (enabling 
works and design). However, funding beyond Phase One will be subject to 
future budgets. 

7 Phase One has an estimated cost of $73.0 million, which will be funded from 
the Health Capital Envelope. Releasing funding for Phase One will maintain 
momentum on the programme and provide better cost certainty to inform the 
Detailed Business Case for Phase Two. 

8 I ask that Cabinet delegate approval of any changes in scope or budget of 
Phase One to me, in my capacity as Minister of Health. Such delegation 
would only apply to changes that are not material and can be funded from 
within baselines including the Health Capital Envelope. 

9 I consider there is a high risk an investment of this scale and timeframe (ten 
years) will cost more than the current estimate of $1.098 billion. I have put in 
place assurance steps to manage this risk. 

Background 

10 Te Whatu Ora – Nelson Marlborough provides healthcare services to a 
population of approximately 170,000 people across the Nelson, Tasman and 
Marlborough regions. Its population is aging and is expected to grow 9.6 
percent by 2040/41. Nelson Hospital is the largest of two secondary hospitals 
in the Nelson Marlborough region. 

11 Project Whakatupuranga (for the Nelson Hospital redevelopment) has been in 
business case development for more than five years. 

12 Project Whakatupuranga represents a significant investment decision for the 
health sector and the region. It is one of five hospital redevelopment 
investments signalled in the Regional Hospital Redevelopment Programme 
(RHRP) led by Te Whatu Ora. 

Investment Context 

13 The investment in Nelson Hospital is one of many needed to ensure our 
health estate can deliver high quality health care for our populations. 
However, the scale of the Phase Two investment is roughly equivalent to the 
average Budget funding provided to the Health Capital Envelope since Budget 
2018. Further funding for this project will be sought from future Budgets. 
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14 Due to the need to progress this project, Te Whatu Ora has submitted this 
Programme Business Case in advance of the Infrastructure and Investment 
Plan, due to Cabinet in December 2023. In doing so, Te Whatu Ora has 
confirmed the high priority of this investment against available funding at the 
scope and scale outlined. 

 
Strategic Need 

 
15 The investment drivers for Project Whakatupuranga are: 

 
15.1 seismic: Some of Nelson Hospital’s critical clinical service buildings 

have been assessed as seismically compromised. They are unlikely to 
be able to provide critical clinical operations following a significant 
earthquake. 

 
15.2 design: The configuration and age of some buildings (notably George 

Manson and Percy Brunette) are not clinically fit for purpose for modern 
service delivery, nor do they deliver Kaupapa Māori cultural design 
elements. 

 
15.3 demand and capacity: Demand modelling commissioned by Te Whatu 

Ora forecasts significantly more beds and additional theatres will be 
required by 2037/38. 

 
16 The proposals I am seeking Cabinet’s agreement to in this paper will make 

progress towards addressing these identified issues. 
 

Approval of the Programme Business Case and the Preferred Option 
 

17 The large scale and scope of the investment programme at Nelson Hospital 
necessitates a phased approach, as identified in the Programme Business 
Case. 

 
18 The Programme Business Case seeks early approval to start a preferred 

programme of work and outlines subsequent business cases that will be 
required. It is informed by expert engineering advice, site master planning, 
capacity and service planning and external quantity surveyor advice. This 
work led to the identification of four options to address the investment drivers 
– the estimated costs range from $1.070 – $1.275 billion. Appendix Two 
provides further detail. 

 
19 I am seeking Cabinet’s approval of the Programme Business Case and Option 

One. The four options outlined all comprise redevelopment of the main 
(Waimea) campus on the existing site. All options discount the continued use 
for clinical purposes of the two main clinical buildings, the George Manson 
and Percy Brunette buildings, due to the feasibility of remediation and the age 
of the buildings (both over 50 years). 

 
20 Each of the four options delivers the same functional areas, best practice for 

design and similar capacity. The options differ in terms of where functional 
areas are situated on the campus and the number of new buildings. 
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the Data & Digital subprogramme that supports virtual care and base IT 
functionality for the new facility. 

 
24 The Programme Business Case provides the procurement strategy for Phase 

One and recommends Early Contractor Involvement for Phase Two. 
 

Funding for Phase One 
 

25 Phase One delivers the following enabling works and design by July 2026, at 
an estimated cost of $73.0 million: 

 
25.1 enabling works: to prepare the site for construction 

 
25.2 progressing design for Phase Two works to early stages of Developed 

Design 
 

25.3 establishment and progression of the Workforce / System 
Transformation and the Digital subprogrammes 

 
25.4 new site wide infrastructure including energy upgrades to ensure 

seismic resilience. 
 

26 In Phase One Te Whatu Ora will progress design for the Acute Services 
Building its energy centre and solutions for the older buildings, George 
Manson and Percy Brunette to give confidence on the costs and direction of 
the Detailed Business Case. 

 
Progressing to Detailed Business Case for Phase Two 

27 The Detailed Business Case will outline the investment for Phase Two - the 
Acute Services Building and its energy centre, inpatient wards and links, all 
built to a standard that ensures operational continuity post-earthquake. 

 
28 Aligned with the Government’s policy, the new Acute Services Building will 

meet 5 Greenstar standards that will deliver a lower environmental footprint 
and improved staff and patient wellbeing. 

 
29 Early modelling suggests 255 beds (an increase of over 90 beds from the 

present capacity) and 8 theatres (two more theatres than present) are 
required by 2037/38 due to demographic changes. The capacity delivered by 
the investment will be tested and aligned with national service planning and 
benchmarks as part of the Detailed Business Case development. 

 
30 As the Detailed Business Case is developed, I expect Te Whatu Ora to draw 

heavily on all the learnings from the recent hospital investments such as the 
new Christchurch’s Hospital (Waipapa), the New Dunedin Hospital and 
Whangārei Hospital redevelopment. This includes opportunities for 
standardisation and modularisation, and community engagement and 
communications. 

 
31 The hospital redevelopment will be the largest infrastructure development for 

the region for the next ten years and regular community engagement is 
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essential to ensure understanding of the various steps in the process, the 
scope of the redevelopment, and the timeline for delivery. 

 
32 Te Whatu Ora has developed a communication and engagement plan that 

focuses on informing stakeholders, particularly hospital staff, the general 
public, businesses, local iwi, council, and key agencies. 

 
33 Te Whatu Ora will be required to meet the additional operating costs of the 

redeveloped Nelson Hospital from its annual operating funding. The 
Programme Business Case provided a high-level estimate of the increased 
operating costs of  in the first full year of operation,  

 of which is workforce costs. These costs will be confirmed in the 
Detailed Business Case, which will also provide further information of 
workforce planning to staff the additional capacity delivered. 

 
34 The estimated timeframe for the construction of the main building is from 2025 

to 2031 and the current estimated cost is  
 

Risk and assurance 
 

35 The main risks to this project relate to changes to the scope, scale and budget 
and market factors. 

 
36 The overall cost is likely to increase as Detailed Business Cases and the 

costs are developed for each Phase. Additionally, while the design is being 
progressed during Phase One, the scope and/or scale of the project may 
decrease in response to right sizing the facility and/or affordability issues. 

 
37 To provide more certainty for costs of Phase Two, I have allowed for more 

advanced design to be developed as part of the Detailed Business Case. 
 

38 Further, Te Whatu Ora will provide updates of progress to myself and Manatū 
Hauora as part of its monthly portfolio reporting and at key milestones as 
outlined in Appendix Four. This will include updates on key workstreams, 
including service planning, capacity, workforce and data and digital. If it 
becomes apparent that costs will significantly exceed the indicated costs Te 
Whatu Ora will provide me with options to address the issue. 

 
39 The scale of this programme relative to the location will also present 

challenges. Te Whatu Ora will work with Te Waihanga on options to mitigate 
this risk and these will be outlined in the Detailed Business Case. 

 
Cost-of-living Implications 

 
38 Construction will provide employment opportunities. This will not impact on the 

cost of living and will add to the overall standard of living. 
 

Financial Implications 
 

39 Funding of up to $150 million was reserved in the Health Capital Envelope for 
Phase One in Budget 2022. 

s 9(2)(i) s 9(2)(i)
s 9(2)(i)

s 9(2)(i)
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40 Given the significance of the overall programme of investment, I am seeking 
Cabinet’s approval of $73.0 million to complete Phase One and the approach 
to the Programme. 

41 I recommend that the remaining $77.0 million allocated in Budget 2022 for 
Nelson redevelopment be released to manage broader pressures in the 
Health Capital Envelope. 

42 The current cost estimates for Phase One were provided by a quantity 
surveyor and Te Whatu Ora is satisfied that they include appropriate 
contingency and escalation allowances for this stage of the project. 

43 However, there may be unforeseen changes. I ask that you delegate approval 
of scope and budget changes for Phase One to me, in my capacity as Minister 
of Health, where these can be met from within existing funding baselines 
(including the Health Capital Envelope). 

44 Approving the Programme Business Case confirms the proposed approach 
but does not commit the Government to funding the Programme. Further 
funding will be sought from future Budgets and will be subject to the Budget 
prioritisation process. 

Legislative Implications 

45 There are no legislative implications. 

Impact Analysis 

46 There are no regulatory proposals in this paper and a Regulatory Impact 
Statement is not required. 

47 A Climate Implications of Policy Assessment (CIPA) is not required. 

Population Implications 

48 Nelson Hospital requires significant investment to address facilities that are 
seismically compromised, restrict service capacity and are not fit for purpose. 
The investment will enable the adoption of more efficient and effective models 
of care and will contribute to the development of a stronger public health 
system equipped to deliver better health outcomes for the population of 
Nelson Marlborough, which is aging and is expected to grow. 

Human Rights 

49 There are no human rights implications arising from the proposal in this paper. 

Use of external Resources 

50 No external resources were used in the development of this paper. 

Consultation 
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51 The following departments, agencies and entities have been consulted; the 
Treasury, Te Aka Whai Ora, Te Waihanga – New Zealand Infrastructure 
Commission and the Department of the Prime Minister and Cabinet (DPMC). 

52 Te Waihanga, The Treasury, Te Aka Whai Ora and DPMC are broadly 
supportive of this paper. 

Communications 

53 The hospital redevelopment will be the largest infrastructure development for 
the region for the next ten years and regular community engagement is 
essential to ensure understanding of the various steps in the process, the 
scope of the redevelopment, and the timeline for delivery. 

54 Te Whatu Ora has developed a communication and engagement plan that 
focuses on informing stakeholders, particularly hospital staff, the general 
public, businesses, local iwi, council, and key agencies. 

55 My office will prepare communications to support an announcement in 
consultation with the Minister of Finance if Cabinet approves the investment. 

Proactive Release 

56 I propose the proactive release of this paper and the Programme Business 
Case by 31 October 2023 given the significant scale of this investment and 
high level of local and national interest. Redactions will be in accordance with 
the Official Information Act 1982. 

Recommendations 

The Minister of Health recommends that the Committee: 

1. Note that a redevelopment of Nelson Hospital – Project Whakatupuranga is
required to address seismic issues and to ensure the hospital is clinically and
culturally fit for purpose to meet future demand.

2. Approve Option One of the Programme Business Case for Project
Whakatupuranga with an estimated cost of $1.098 billion.

3. Note that the Nelson Hospital redevelopment will be delivered across six
phases through to the end of 2033.

4. Approve Phase One of Project Whakatupuranga, which includes enabling,
and design works.

5. Agree to release $73.0 million of funds reserved in the Health Capital
Envelope non-departmental capital expenditure multi-year appropriation to
fund Phase One of Project Whakatupuranga.

6. Approve Te Whatu Ora moving to develop the Detailed Business Case for
Phase Two of Project Whakatupuranga, expected by 2025.
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7. Note that there is high risk the costs for Phase Two will exceed the current 
estimate of  and that I have put in place assurances to manage 
this risk. 

 
8. Delegate approval of scope and budget changes for Phase One to the 

Minister of Health, where these changes are not material and can be met from 
existing funding baselines (Health Capital Envelope). 

 
9. Note that funding required for Phases Two to Six of Project Whakatupuranga 

will be requested in future Budgets, and be subject to the Budget prioritisation 
process. 

 
 

Authorised for lodgement 
 
 

Hon Dr Ayesha Verrall 

Minister for Health 

s 9(2)(i)
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Appendix One 

Programme Business Case 

10 
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Appendix Four 
 

Approval conditions 
 

1. Standard approval conditions apply to the Phase One approval. 
 

2. Within six weeks of the end of concept design Te Whatu Ora will provide a 
project report to the Minister of Finance and the Minister of Health for the 
Acute Services Building that: 

 
2.1 covers private, regional and network health service planning and 

incorporates opportunities for new ways of working, including 
technology, to match capacity to the demand 

 
2.2 demonstrates capacity is appropriate by testing it against national 

benchmarks to ensure the hospital is right sized 
 

2.3 demonstrates the services proposed for location in the Acute 
Services Building are robustly tested 

 
2.4 updates how the lessons learned from other investments are 

incorporated into this (e.g. design, construction, procurement, etc) 
 

2.5 provides an independent review of the concept design, supported by 
Quantity Surveyor estimates 

 
2.6 confirm the preferred option to progress to preliminary design. 

 
3 Te Whatu Ora will provide a project report for the Minister of Finance and the 

Minister of Health information at the end of preliminary design that: 
 

3.1 provides an update on 2.1 - 2.4 
 

3.2 provides an independent peer review of the preliminary design, 
supported by Quantity Surveyor estimates. 

 
4 Te Whatu Ora will ensure the Detailed Business Case follows the Better Business 

Case guidance. This will ensure there will be: 
 

4.1 detailed project timeline/planning work regarding the sequencing of 
works and decanting of services to enable a more robust project 
timeline to be developed for the Detailed Business Case 

 
4.2 Market engagement and capacity. This is a very significant project and 

spend for a regional area. There will be further refinement of the project 
cashflow in line with the project timeline above as well as consideration 
of a high level of market engagement to judge what is achievable in the 
next phase of work. 
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