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APPENDIX 1 - SUMMARY OF FACILITIES AND

CAPITAL PROPOSALS FOR NCC (APRIL 2008)

West Coast DHB is currently engaged in a joined sustainability project with the Ministry of
Health in order to determine its future funding arrangements. The process for the
sustainability project involves critically examining the DHBs models of care, determining
what services will or won't be provided on the West Coast into the future and determining the
facilities and workforce implications of providing them. This will then be used to determine
the DHBs funding requirements (both for capital and operational funding) and for
determining the future funding methodology that will be applied to WCDHB.

The timeframes for the sustainability project are aligned to the August 2008 date for the
NCC, such that normal capital allocation processes are allied when determining and
approving the capital portion of the DHBs future funding requirements.

Below is a summary of the West Coast DHBs 2007 capital proposals, as they currently
stand. While these haven't been completely developed to the strategic level business case
stage, the DHB anticipates that it will meet the August NCC deadline for the completion of
detailed business cases for both projects

A Strategic Level Model of Care (MoC) for the West Coast DHB has been developed as the
“most likely” model of care for the WCDHB and acknowledges the work between March and
August 2008 will refine this work and make a final statement for the August 2008 NCC
Business Case. The March to August work will test all current assumptions and details to
ensure robust analysis. Therefore the summary of the proposals below will allow for the
“most expensive” options as any change in the assumptions will lessen the range and
volume of services provided on the Coast rather than increase them.

Greymouth Base Hospital Project

Description

This proposal involves the construction of a new 60 bed secondary care hospital with
accident and emergency, diagnostic imaging, laboratory, a maternity suite, 3 operating
theatres (may take the form of 2 full operating theatres and 1 scope room), outpatient clinics
and integrated primary health centre. Community services, allied health, social work, etc.

Based on the “most likely” model, the DHB anticipates that it will be providing much the
same range of services in to the future as it currently provides in Greymouth, but expects
that the way that those services are resourced will be different — mainly by way of increased
reliance on clinical and workforce networks and collaborative staffing arrangements across
at least Nelson Marlbourgh and Canterbury DHBs (discussions underway) with a regional
services approach. The most likely model seeks to answer the critical questions identified in
the sustainability project of:

1. What level of acute 24/7 services should be provided on the West Coast
2. What level and type of surgical services should be provided on the West Coast
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3. How can transport and accommodation services support the conclusions arising from
those two questions

The principles (agreed to by the Sustainability Steering Group and Sponsors) that guide the
model are:

Patient focused

Optimising health outcomes

Reducing health inequalities

Level, mix and access must be considered
Constraints will be identified

Clinical and financial sustainability

Partnership options will be explored

O O O O o o o o

Work in line with all national Government Health and Disability Strategies

In addition the West Coast DHB and its providers are working towards identified international
good practice for a rural model of care. These features will guide the work streams model of
care development. The features are:

Focus on primary and community care

Focus on prevention

Increase in self care options

Seamless pathways of care

Improved communication between health professionals

More generalists

Flexible and innovative solutions to workforce constraints

Greater scope of practice and multi disciplinary teams

Mobile services

Support via technology and robust clinical information systems

Transport solutions are core to the model of care

Access to appropriate hospital based services

Access to appropriate trauma, retrieval, stabilisation and emergency department
services

Overview of the Most Likely Model

The provision of timely and accessible acute and emergency services on the West Coast is
of major concern to the people of the West Coast. What services at this level are to be
provided on the West Coast is a lynchpin decision in terms of driving a cascade of related
decisions around models of care and therefore clinical sustainability and facility design and
size, and consequently financial sustainability. This is especially so for Grey Base Hospital.
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For example, if acute obstetrics are to be provided then there is a need for anesthetists, who
are required to work on (currently) a 1:3 roster. The volume of acute obstetrics (average 1.2
per week) does not supply a critical mass to give the workforce enough experience for
clinical sustainability or to retain them on the Coast.

Therefore the cascade of decisions is that if an acute obstetrics service is to be provided
then there should be a wider level of surgical service to supply the volume required for
clinical and workforce reasons.

What is Broadly Agreed by Stakeholders

Pre Hospital Care and Emergency Department

It is widely agreed that there needs to be a robust pre hospital care service (ambulance,
trauma, stabilisation and retrieval) service supported by a robust emergency department at
Grey Base.

Location of Services
For most secondary and tertiary services the location is not the issue, rather it is the ability to
access them in a timely manner.

There is general agreement that at Grey Base it is desirable to have co-location of primary
care services alongside emergency and after hours services. This is to enable the workforce
to work more efficiently and to incentivise patients to attend primary care services where it is
appropriate.

Further investigation (from March to August 2008) of possible joint or partnership service
delivery options in community and primary care needs to occur.

Acute 24 / 7 Services

Coupled with the potential volume and the inability to have a level of security to transfer
patients off the Coast when required (weather, closed roads etcl) the option of taking all
acute obstetrics off the Coast has been discarded at this Strategic Level, but will be tested
again in the work up till August. This includes analysis of the total costs to the health sector
(does shifting it put same or additional costs on to the health sector) and the costs to the
community (e.g. additional travel and accommodation costs to family / whanau, cost of
stress of breaking a family at a stressful birthing time etc). Also, the out years capacity and
willingness of other DHBs, or the West Coast DHB to attract and retain staff at this level, has
not yet been fully tested but is underway.

Flow on Services

Based on the statements that if there are acute obstetrics then this requires additional work
for clinical sustainability then at this Strategic Stage it is recommended that there is a level of
other surgical services available, at least for some part of the week, at Grey Base Hospital.
This includes general surgery, and so necessitates the addition of an operating theater (or
two) and two wards (medical and surgical, co-located so as to reduce the need for duplicate
staffing.

1 Note further work post the LECG report on this needs to occur to explore alternative transport

corridor options
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Other DHBs and Other Providers

West Coast DHB is quite advanced in its consideration and evaluation of opportunities for
collaboration with other providers and other DHBs. We are (for example) currently engaged
in shared clinical services planning with Nelson Marlborough DHB which at this stage is
considering the merits of a two way collaboration and consideration of the two DHB
populations as a “virtual” one population, allowing a critical mass for improved health
services planning and delivery.

The aim is to also have one clinical workforce roster shared across the two DHBs. This will
have significant benefits in terms of recruiting and retaining staff and the ability to provide the
required levels of service on or off the Coast and at Nelson / Marlbourgh for both
populations. (i.e. exploring the ability to move Coast residents to Nelson / Marlbourgh for
some procedures and Nelson / Marlbourgh residents to the Coast for other procedures, in
order to improve access to and the availability of services for both populations as a collective
whole.

In addition part of the next phase of work (till June 2008) is testing in more detail the
possibilities for more collaborative and partnership approaches at a local and sub regional
level with a range of NGOs, private and public providers.

Depending on the outcomes of the innovative way of looking at the mix of services across
the sub regional approach there may be additional capital costs to other DHBs, to allow the
West Coast DHB to meet its service delivery responsibilities.

Next Steps

There is a robust project management structure around the work required for the next steps.
This involves a series of 7 workstreams to look at the levels of detail required, with a
strategic oversight to ensure the collaboration and alignment of the workstreams.

The workstreams are:

Primary care

Secondary care

Primary and secondary integration
Mental Health

Facilities and other infrastructure
Travel and Accommodation
Workforce

NouoprwdE

These workstreams are already resourced and under way, aiming to meet a completion date
of June 2008 for a number of key decisions, in order to inform an August 2008 business
case.

Indicative Capital Cost (based on 2007 analysis)
West Coast DHBs models of service delivery are still under review as part of the joint
Ministry of Health / West Coast DHB Sustainability project.

As a result, the facilities requirements and capital cost of this project remain the same as
was proposed in the strategic level business case that WCDHB submitted in April 2007.
These may change if more cost effective options are identified.

$60 million of which $59million will be sought from NCC.
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$19 million to be drawn in 2010/11 and $40 million to be drawn in 2011/12.

Buller Health Project

Description

This project involves the construction of a 12 bed primary care hospital (8-10 inpatient
medical beds and a 2-4 bed birthing unit), which is to be co-located with a 12 clinic GP
practice (all new build). The project also involves relocation of allied health and community
mental health services into vacated facilities (which may need some seismic work) and
assumes that WCDHB exits the provision of aged residential care services in Westport (a
process is already under way for this).

There is a second option that involves the retention of aged residential care services on the
site (and therefore increased capital cost) ideally integrated with those aged residential care
services that are provided by another Westport based aged residential care provider,
thereby leading to additional savings in the form of reduced duplication of facilities costs,
kitchens costs and some nursing efficiencies, on top of those anticipated by the original
proposal outlined above.

The DHB will explore both of these options in detail before finally deciding which proposal to
progress. It may be possible to use a public / private partnership to fund the additional
capital cost related to this second option.

Indicative Capital Cost (base proposal)
$8 million, all of which will be sought from NCC.
$4 million to be drawn in 2008/09 and $4 million to be drawn in 2009/10.

This project is expected to be affordable to the DHB, as considerable efficiencies are
possible through improved design and the integration of staffing.

Indicative Capital Cost (if Aged Residential Care i s included)

$13 million of which up to $8 million might will be sought from NCC.

An additional $5 million will be sought via a public / private partnership with the provider of
the aged residential care services.

Note that the additional funding may need to come from NCC if WCDHB is unable to find an
alternative rest home provider.

Reefton Health Project

Description

This project involves the reconfiguration of the existing Reefton hospital facility in order to
create and integrated 15 bed community hospital providing aged residential care, inpatient
medical beds and an integrated GP practice.

West Coast DHB is not seeking NCC funding for this project.
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APPENDIX 2 - UPDATE ON STRATEGIC STAGE

BUSINESS CASE FOR NCC (APRIL 2008)

Background

In April 2007, the West Coast DHB submitted a strategic stage business case seeking
permission to submit a business case for a $60 million greenfield redevelopment of
Greymouth Hospital, with the new facility to be based at the north end of the current
Greymouth Hospital campus.

The 2007 strategic level business case also signaled that the DHB intended to submit
business cases for the redevelopment or reconfiguration of Buller and Reefton Hospitals in
2008.

Outcome of the 2007 Strategic Level Business Case

The initial strategic stage business case resulted in the following recommendations (from the
NCC and from other sources).

The affordability of the proposed project couldn’t be determined, due to uncertainty over
the DHBs future funding. Overall, the proposal signaled an increased the DHBs
operating costs as a result of a new facility (a concern given the DHBs financial
performance), however the DHBs funding was subject to a review by the Ministry of
Health and so the affordability of this increased expenditure was unknown. The DHB was
invited to submit a detailed business case when there was more certainty about its future
funding track and therefore business case affordability.

The options analysis in the strategic stage business case was considered to be
incomplete. In particular the DHB was asked to investigate re-using or retaining portions
of the existing facilities and to investigate options for a different Greenfield site, ideally in
order to allow a single storey design and so save on capital cost.

There was a sense of uncertainty regarding the DHBs population projections, which
differed from those of Statistics New Zealand. West Coast DHB was projecting a
population that was slowly growing (population under 65 remaining static while the
population over 65 grows), while Statistics New Zealand was projecting a declining
population.

There seemed to be a reaction that $60 million was too costly for the range of services
that the DHB was seeking to provide and so it would need to manage down expectations
in order to arrive at a cheaper option.

An update — What's happened between 2007 and 2008

West Coast DHB is now actively engaged in a joined sustainability project with the Ministry
of Health in order to determine its future funding arrangements. The process for the
sustainability project involves critically examining the DHBs models of care, determining
what services will or won't continue to be provided on the West Coast into the future and
determining the facilities and workforce implications of providing them. This will then be used
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to determine the DHBs funding requirements (both for capital and operational funding) and
the funding methodology that will be applied. The timeframes for the sustainability project
are aligned to the August 2008 date for the NCC and so the capital requirements will be
used to inform business cases for new facilities as the sustainability project progresses
(such that normal capital allocation processes are allied when determining and approving the
capital portion of the DHBs future funding requirements).

In effect West Coast DHBs business case has been on hold for the past 12 months, due to
the need for progress on the affordability issue before the business case could be re-
considered. The joint Ministry of Health / West Coast DHB sustainability project aims to
determine the outcome of both the DHBs facilities and funding aspirations through the one
process, aimed at meeting the deadlines for the August 2008 National Capital round and the
2007-08 5-yearly review of the population based funding formula.

Despite the fact that the 2007 business case has effectively been on hold, progress has
been made on the other recommendations;

The West Coast DHB has investigated a number of potential greenfield sites,
eliminating most of the options due to various aspects of their location or
configuration. There is one site that may be worthy of ongoing investigation (in
addition to the existing Greymouth Hospitals site). WCDHB intends to develop
concept plans and progress this site as an option alongside the two other site options
(retain existing or a Greenfield build on the site that was originally proposed).

Some of the uncertainty about the DHBs population projections has been resolved.
The 2006 census has shown that the population actually changed in the way that the
West Coast DHB had predicted rather than the way that Statistics New Zealand has
projected. WCDHB will need to re-model its bed number and resource projections
based on actual population growth between 2001 and 2006, however the changes
from our original calculations are likely to be insignificant.

No additional work has been undertaken on facilities design and so we haven't yet
challenged the $60 million figure that was proposed in 2007. This will be challenged
through the development of concept designs and through the options analysis stage
of the business case preparation process.

Current Proposal — Greymouth Hospital

West Coast DHB is still proposing a 60 bed secondary care hospital with 3 operating
theatres. The anticipated capital cost is still $60 million (and is still based on the 2007
analysis), however this figure will be subjected to intense scrutiny through the development
of a detailed business case.

Current Proposal — Buller Health

As signaled in the 2007 strategic level business case for Greymouth, West Coast DHB is
now also proposing to redevelop Buller Health. This will be a separate business case to
Greymouth Hospital as the decisions are effectively mutually exclusive.

The Buller Health project will involve the development of a “super primary” health clinic with

12 primary health clinic rooms, 8 inpatient beds and 4 maternity beds (two of which will be
flexible beds. Indicative capital cost $8.5 million.

-10 -
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In its current form, the project assumes that the West Coast DHB ceases its role as a
provider of rest home and continuing care services (alternatively a second stage project will
be required to accommodate these services). A process seeking alternative providers for this
service is already under way. There are currently two providers of aged residential care
services in Westport, however it is likely that there will only be one into the future, with the
combined

Another possibility that the project might instead involve a public / private partnership such
that the provision of rest home and hospital level continuing care services is co-located with
the super primary facility, probably with the aged care portion of the facility being privately
funded. Co-location in this manner would allow for the sharing of kitchens, cleaning staff,
reception areas, facilities management resources and (at times) nursing staff.

Current Proposal — Reefton

The 2007 strategic level business case for Greymouth also signaled that the West Coast
DHB is proposing to redevelop Reefton Hospital. WCDHB now believes that the objectives
of the Reefton project can be met through a substantial redevelopment of the existing
Reefton facility, at a price that does not require NCC approval or funding. We are therefore
not planning to submit a business case for Reefton Hospital in the 2008 capital round.

The Reefton project will involve the development of an integrated health service. This will
include a "super primary" health clinic with rest home, continuing care hospital, medical and
palliative care beds. It is anticipated that the facility will have 15 beds (10 long stay beds -
mix of rest home and continuing care with a move towards higher acuity, 5 short stay beds
used flexibility for assessment, step down, slow stream rehabilitation, respite care, carer
support and palliative care) co-located with a GP practice that will have 5 clinic rooms. This
level of integration with between primary health, inpatient and rest home / continuing care
services is required in order to ensure the ongoing sustainability of these small and
vulnerable services.

-11 -
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APPENDIX 3 - STRATEGIC STAGE ANALYSIS (APRIL

2007)

Purpose

The purpose of this template is to provide the National Capital Committee (NCC) with an
initial overview of capital proposals that are under development for the September / October
annual capital allocation round. It will assist the NCC to provide strategic feedback to DHBs
on projects prior to business cases being completed.

It is intended to be brief. A completed template is likely to be 3 - 5 pages.

Reference to the Capital Investment Guidelines, appendix 3: business case table of contents
will assist.

Name of project
Greymouth Hospital 2020 Project

This document outlines the strategic context for considering the redevelopment of
reconfiguration of Greymouth Hospital.

Problem definition & outcome

The West Coast DHB serves a population of 31,3262, spread over an area of 23,000 square
kilometres, making it both New Zealand's smallest DHB by population size and New
Zealand's largest DHB by land area. The region is approximately 650km long and has only
1/10™ of New Zealand’s average population density.

This unique situation provides a number of challenges, both clinical and financial, which
have culminated in a need to re-think the way that heath services are provided for the West
Coast population.

The West Coast DHB is currently incurring financial deficits in the region of $4M per annum.
Outsourced services cost (locum medical staff) is a key area of concern. The need for
locum medical staff is a direct consequence of an inability to recruit and retain key clinical
staff — an example of how clinical challenges can soon become financial challenges.

West Coast DHB's facilities are aging, they are poorly configured and they don't fit this new
way of working. The ward configurations are inefficient, the facilities are expensive to modify
and the current buildings are expensive to maintain.

22006 Census

-12 -
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The global trend of narrowing scopes of clinical practice impacts acutely on the ability of the
West Coast DHB to recruit specialist medical staff, due to the lack of private practice
opportunities available for specialist medical staff working on the West Coast.

It is becoming increasingly difficult to recruit and retain clinical staff and especially difficult to
recruit and retain New Zealand registered medical specialists. This directly affects service
coverage in a small rural hospital as the loss of just one staff member impacts on the ability
to provide a 24x7x365 acute service. As a result, outsourcing and locum costs are growing,
as are patient travel and accommodation and inter district flows costs. This is the leading
cause of the recent deterioration in financial performance, from break even in 2005-06 to a
forecasted deficit of $3.5M for 2006-07. Something fundamental has to change if this cycle
of cost escalation is to be broken.

Greymouth Hospital is the West Coast DHBs only secondary hospital and is its flagship site.
It is also the only location large enough (in terms of staff numbers and expenditure levels) for
changes to be made on a scale that impact fundamentally on the DHBs overall performance.

It is this aim — to find a way of reconfiguring the Greymouth site in order to seek a more
sustainable clinical model and cost structure that has lead to the development of this
proposal.

Methodology

West Coast DHB has done a considerable amount of service planning and bed modeling
work in the preparation of its Primary Health Plan, WISE (West Coast Improving Services for
Elderly) Plan and (Draft) Secondary Care Plans. These plans outline the population’s health
needs, issues faced by the DHB in meeting them and highlight the potential for improved
health outcomes from changing models of care.

Approaches to Care

The DHB's work plan includes implementation of multiple strategies to encourage the
recruitment and retention of specialised staff, but recognises that this is likely to become
increasingly difficult in rural areas and proposes models of staffing in which rural generalists
are supported by collaborative relationships with specialists based elsewhere. These
relationships are most likely to be with other individual DHBs or with regional services.
These options would see retention of a range of services in Greymouth equivalent to those
currently provided, albeit with enhanced support by specialists from elsewhere, both through
visiting clinics and through the clever use of telecommunications technology.

The intended approach is also to minimise specialisation — of human resources and of space
- except where this is required for quality reasons in order to provide maximal flexibility of
services to respond to patient need.

Link with Primary Care & Health Promotion
One of the key strategies in the West Coast DHBs draft Secondary Care Plan is to reduce
inpatient demand through enhanced primary and community care, improved integration of

primary and secondary health services (including admission and discharge planning) and
more flexible staffing models (including a multidisciplinary approach to care).

-13 -



West Coast DHB Grey Base Hospital Business Case
August 2008

Substantial progress has been made by the West Coast DHB in developing innovative
approaches to community-based care, aided by the West Coast DHB’s unusual position of
itself being the provider of most primary care services (including GP care) in the district. The
West Coast DHB has a collaborative planning relationship with the West Coast PHO and
Community and Public Health (a division of Canterbury DHB). The initial focus of this
planning relationship is on chronic diseases, particularly amongst those groups in which the
burden of disease is heaviest. The aim is to shift the point of intervention as far back as
possible in the continuum of care, so that illness is prevented or treated early and in the
community. This is also the focus of the West Coast Improving Services for the Elderly plan.

These initiatives are most readily achieved by co-locating primary health, community
services, allied health and secondary care onto the one site will allow for better integration
and improved co-ordination of care. There may also be other advantages such as
opportunities to involve some GPs in hospital services, for example.

Population needs assessment, service planning & mod els of care

A Health Needs Assessment was undertaken for the West Coast population most recently in
2004, and the next iteration will take place in 2007. The residents of the West Coast tend to
have broadly similar health status to other New Zealanders, with most differences reported
being not statistically significant. Reviews of mortality and morbidity data suggest higher
rates of many diseases and conditions, such as stroke, a number of cancers and accidental
injury and death, and somewhat lower life expectancy than the national average. However
this information needs to be interpreted with caution, as recent indicators show a significant
improvement in West Coasters’ health status.

The West Coasts resident population is augmented by significant tourist numbers. Tourists
are significant users of acute services, particularly in primary care, but also impact on
secondary inpatient care.

Isolation is also an important determinant of population need for secondary care: weather
conditions can render the Southern Alps an impassable barrier between the West Coast and
other parts of New Zealand, both by air or road, thus limiting the opportunities for patient
transfers. As a consequence, Greymouth Hospital requires an enhanced ability to stabilise
patients and to provide emergency procedures over and above that typically required of rural
secondary care centres.

Regional and national service implications

The South Island does not, as yet, have a regional service plan but progress is being made
towards one. A model for regional services already exists in a number of mental health
areas, and work is well advanced in adapting this approach to oncology and vascular
surgery. South Island DHB Chairs and CEOs expect to have agreed a set of principles for an
overarching regional service plan before the end of April 2007.

Neighbouring DHBs
The West Coast DHB shares boundaries with Nelson Marlborough, Canterbury Otago and
Southland DHBs and has collaborative relationships with each. The collaborative

arrangement is most developed with Canterbury DHB as the tertiary centre with
responsibility for the West Coast population and the closest neighbouring hospitals for most

-14 -
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West Coasters. For the most part, this collaboration in clinical areas has been somewhat ad
hoc, or has reflected historic relationships.

The West Coast DHB also has contractual arrangements for clinical services with a number

of visiting clinicians acting in their private capacities and is open minded about these also
forming part of the mix of service provision into the future.

Facility analysis and site master planning requirem ents
Current Facility - Description and Analysis

Grey Base Hospital dates from the late 1960’s and was built to replace the previous hospital;
which was lost as a consequence of the 1968 Inangahua earthquake.

It occupies the southern portion of a long narrow site, split longitudinally by an embankment
of about 4.0m height.

The facility is typical of this era, being focused on acute inpatient based care. It is a multi
storey facility, and provides 89 inpatient beds in five separate wards. Ward sizes are small
by contemporary standards and exist as discrete physical entities, thus minimising
opportunities for varying bed distribution across disciplines or on a seasonal basis. The
present facility tends to reinforce the older style of practice with longer inpatient stays than is
now considered to be ideal.

Recent New Zealand research3 suggests that there is a tipping point in terms of building
age, where retention and refurbishment of existing facilities is unlikely to be economic or
practical. This results from a combination of factors, including upgraded building act
requirements. A preliminary seismic analysis has shown that much of the existing facility
does not comply with current building act requirements and would need a significant upgrade
to ensure post-disaster functionality.

3 Waren Warfield (2006)

-15 -
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The main building is close to the end of its economic life. A refurbishment option would have
limited functionality, would only extend the life for a decade or so and it is likely that
refurbishment costs could exceed 75% of the cost of a new facility, especially due to the
need for seismic strengthening.

The West Coast DHB has a strong preference for a new build solution, to provide a clean
break from current practice and to act as a catalyst for the change in clinical practices which
will be necessary for the implementation of new models of care.

Refurbishment options will be explored in more detail for the final business case. We are
currently undertaking a programme of detailed seismic testing in order to determine the
magnitude of costs involved for refurbishment options or if the existing facility to remain in
service as a default option.

Stakeholder Consultation

The Draft Secondary Services Plan was launched in the public domain in December 2006, in
order to stimulate debate and seek feedback from the West Coast community. The
Secondary Services Plan describes the specialist (hospital-based) services that are likely be
needed by West Coasters in 10 — 15 years’ time. An encouraging level of feedback has
been received. This will be incorporated into the final version of the plan and the final
business case for this project.

Other planning documents such as the Maori Health Plan, the West Coast Improving
Services for Elderly Plan and the District Strategic Plan have all been developed in
consultation with the communities of the West Coast, with the providers of health services in
the District and with other stakeholders, in order to ensure that the service planning that is
informed by these plans is responsive to the needs of the West Coast community.

The facilities planning process has included considerable consultation with DHB staff
(including clinicians in all areas of health services including primary care and mental health),
the public and other external stakeholders (including community organisations, local
government, professional colleges and health sector trade unions). The DHB Board is
cognisant of the goals of the facilities redevelopment project and was briefed most recently
on 9 March regarding progress to date.

Initial Briefing and Design Process

The West Coast DHB has engaged Aurora Projects to assist with the development of master
planning options. Following extensive consultation with DHB management, team members;
clinical leaders and engineering and architectural consultants, estimations were prepared
indicating the likely numbers of inpatient beds; emergency and operating theatre services
and associated support services that would be required to serve the hospital community.

A draft Schedule of Accommodation has been developed, based on this information and on
the Australasian Health Facility Guidelines. This schedule has been benchmarked against
similar facilities and in particular the Wairarapa Hospital, where a variance of less than 10%
was identified. A draft Relationship Diagram was also developed based on discussions with
clinicians during site visits. A large number of contributions from clinicians and management
have been received and incorporated into site master planning activities. The team has
attempted to incorporate evolving new Models of Care into the planning at this early stage of
the project so that effectiveness and efficiency objectives can be designed into the new
facility.

-16 -
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Options for hospital site placement and facility configuration were then presented back to the
West Coast DHB Board and now form the basis for this project.

Option Analysis
Two main Greenfield options have been tested as part of the strategic stage analysis.

Option One — New build north of existing facility

Option One tests the viability of using the vacant northern portion of the existing site. The
constrained, narrower, dimensions of this piece of land, along with the embankment result in
a three storey design. Despite the desire for a low-rise or preferably single storey scheme,
this option is quite successful, with minimal compromise to functional relationships. A Plus,
Minus and Interesting analysis of the option was conducted with the WCHDB team and it
was deemed to be a viable option.

Option Two — New build south of existing facility

Option Two was developed partially in response to the perceived constraints of the site used
for Option One.

Option Two utilises vacant space on the southern section of the site, aggregated with
property owned by the local high school which adjoins the site. The purchase cost would be
offset by sale of the land at the northern part of the site (identified here as Option One). This
would provide a more regular shaped site than Option One and is in closer proximity to the
recently refurbished mental health unit and the soon to be built Dementia Care Unit.

Whilst viable, with satisfactory functionality, this option does not provide the expected
benefits from the expanded site. A three storey option is still required and site circulation,
car parking and street address issues were discovered. Given the risks involved with
acquiring the adjoining land and that no significant benefits could be identified, it was agrees
that this option adds nothing over Option One.
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Option Three

Option Three is a variant of Option Two using the same site but with different building
placement. It provided a slightly different mix of benefits and shortcomings to Option Two,
but overall was ranked similarly.

Funding
Capital Costs

Based on a new build solution, and an expectation that most, if not all site infrastructure
must be replaced, along with road-works and car-parking, the capital cost would be in the
order of $55 to $60M. This is subject to further refinement as more definition is gained
around these issues and others such as Furniture, Fittings and Equipment and DOES NOT
INCLUDE AN ALLOWANCE FOR ESCALATION COSTS.
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| Project cost | $60M

Project funding sources

Internal free cashflows (assume any deficit is fully funded)
Asset sales $1M
Private debt

Other (please specify)
CFA refinancing

CFA new lending (A) $29M
Equity for capital projects (B) $30M
Total
Total requirement from health capital budget (row A + B | $59M
above)

Affordability

Affordability requires that, taking into account all costs, including the costs of capital
(interest, depreciation, capital charge (IDCC)), debt amortisation and start-up or
commissioning costs and other consequential costs, that the DHB can afford the proposed
investment and the operational costs of the services provided therein, such that over the life
of the project the DHB can break-even given its forecast revenue. Or, if not, the project
makes an acceptable contribution to the DHB'’s long-term strategy to break-even.

Is the project affordable according to those criter ia? >>> NO

Initial Affordability Estimate

The West Coast DHB is currently incurring deficits of approximately $4M per annum. The
need to address this deficit is one of the catalysts for the investigation of redevelopment and
reconfiguration options.

The Ministry of Health is currently undertaking a review of the West Coast DHBs ongoing
funding levels, as it has determined that population based funding doesn’t systemically
adjust for the unique circumstances faced by the West Coast DHB. The need to determine
the long run sustainable level of funding for health services on the West Coast is another
one of the catalysts for the investigation of redevelopment and reconfiguration options.

Initial estimates suggest that a reconfigured facility would provide tangible savings of
approximately $1M per annum, which is insufficient to justify the cost involved.

There is also a potential for less tangible savings of $1M to $4M, through improvements in
the recruitment and retention of specialist clinical staff.

The indicative total savings from this project (conservatively $2M per annum) would justify
capital expenditure of up to $28M.

There is therefore a need to manage down the capital cost (or to identify additional savings)
in order to make the current $60M option more affordable.

Ability to Fund Capital Costs
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With deteriorating financial performance and the likelihood that it will lose early payment, the
West Coast DHB is poorly placed to contribute to the capital cost of this project.

On 9™ March 2007, the West Coast District Health Board agreed to sell the “Child and
Adolescent Mental Health / Old Board office and Mobil Service Station” set of properties
adjacent to the Greymouth Hospital Site. These properties are separated from the
Greymouth Hospital site by a railway line and so are surplus to the DHB’s requirements
regardless of the redevelopment or reconfiguration option that is finally chosen.

Proceeds from the sale will be used as a DHB contribution towards this project (estimated
contribution $1.04M). The DHB has no other material assets that are available for sale.

Efficiency Gains

Initial estimates suggest that West Coast DHB could achieve net tangible efficiency gains of
approximately $1M per annum through the reconfiguration or redevelopment of Greymouth
Hospital. We note that this level of efficiency gain is insufficient given the anticipated capital
cost of the project.

Staffing Efficiencies $888K

Reduced Rental expenditure $165K

Rental Revenue $240K (from leasing out the old facility)

Rental Revenue $ 50K (private providers in new facility)
Loss of ARC revenue ($291K) (moved to a community provider)
Maintenance Costs ($ 50K)

Net Efficiency Gain $1002K

As mentioned earlier, there is also a potential for less tangible gains of $1M to $4M, through
improvements in the recruitment and retention of specialist clinical staff.

Next steps and timeframes
What are the next steps planned to further progress the business case?

Initial analysis suggests that the replacement of reconfiguration of Greymouth Hospital is
outside the DHBs current affordability envelope. Substantial work needs to be done in order
to close the affordability gap.

This work will comprise:
1. Areview of clinical drivers and the floor area needed to provide them.
2. Areview of services to be provided from existing buildings.
3. Exploration of lower rise solutions to achieve a lower per square metre cost.
4. Exploration of options for enhanced revenue generation, including;
a. The potential to lease existing buildings to compatible users.
b. The potential to lease space in the new facility to independent providers such
as independent GPs or private surgery providers.
5. Ongoing discussions with the DHB Funding and Performance Directorate of the
Ministry of Health about the DHBs funding needs.

Indicative Implementation Timeframe
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Detailed implementation planning will be included in the full business case, when it is
presented for the 2007 capital round. An initial time line is indicated below.

Business Case Submission August 2007

Business Case Approval October 2007

Detailed Facility Design Completed October 2008

Construction Timeframe January 2009 to November 2010
Commissioning / Opening January 2011

This is consistent with the West Coast DHBs Strategic Asset Management Plan, which
suggests the replacement of Greymouth Hospital in 2011 or 2012.

The West Coast DHB is currently preparing business cases for the reconfiguration of Buller
and Reefton Hospitals, for the 2008 capital round.
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APPENDIX 4 - AN ANALYSIS OF

GREENFIELD OPTIONS FOR GREYMOUTH
HOSPITAL

Abstract

This paper provides a high level summary of the various possible Greenfield sites for a
proposed new hospital in Greymouth, in order to determine which sites might be worthy of
detailed investigation.

An analysis of Greenfield options for Greymouth Hos pital

One of the outcomes from the West Coast DHBs strategic level business case submission
for Greymouth Hospital was a request that the DHB explore Greenfield options for a new
hospital build.

The option that WCDHB had proposed was a Greenfield build, situated at the north end of
the current Greymouth Hospital site. This proposed site had some advantages in that it is
central to Greymouth’s population centre, the site is accessible, its close to an aerodrome, it
isn't flood prone and isn’t prone to coastal erosion, however there is also a key constraint in
the fact that the site is narrow, bounded by a railway line on one side and a pond on the
other. This constraint gives rise to the need for two storey construction, dramatically
increasing the capital cost of a new facility.

For a different Greenfield site to be considered, it would need to be large enough to allow a
single storey construction, thereby reducing the capital cost of a new facility. The floor area
requirement for a new hospital facility is estimated at 17,000 sq.m. Allowing for car parking,
expansion gaps (in order to future proof a new facility for changes in health delivery), the site
for single storey hospital would need to be 3 or 4 times this size.

There are some other issues that need to be considered when considering potential hospital
sites;

1. One of the WCDHB's intentions is to use a new hospital as a catalyst for integrating
primary health and secondary care. There is therefore a need to ensure that the site
is accessible for the local population.

2. The site should be relatively secure from the risk of natural disasters. le Not Flood
Prone, Not at risk from a Tsunami, Not at risk from coastal erosion.

3. The cost of acquiring a Greenfield site needs to be cheaper than the saving in capital
cost that would be realized as a result. This means that the DHB needs to find a site
that isn’t already occupied by houses. A public park that might be available for land
swap is ideal.
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4. Another important criteria is the costs of implementing the services infrastructure
required to support a new hospital facility. A site closer to town would ensure access
to the town’s water supply and sewerage system, where as sites that are further from
town would necessitate the construction of this supporting infrastructure.

The Satellite Image below gives an overview of the current Greymouth Hospital site and the
site proposed in the 2007 strategic level business case.

New retail site
now constructed
(2006)

Proposed Site for
new Hospital
(owned by WCDHB)

/ & Nurses Hostel now
Current Hospital V4 7 demolished (2006)
Site /
\ 2
N\ Location of new
~ I Dementia Unit (2007)
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Greymouth is a medium sized town surrounded by steep bush clad hills, a feature that
dramatically reduces the range of options that might be available for a Greenfield site as the
hills are known to be prone to slips and also because the create barriers to access for

primary care.

The map below shows the general location of the opt
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Urban Parks with the potential to be converted to a hospital site

As you can tell from the water ways shown on the map, Messenger Park, Arthur Fong Park,
ANZAC Park, the Greymouth Race Course are all flood prone.

Being right on the coast, Karoro Domain would be at risk in the case of a Tsunami, leaving
Perotti Park as the only urban park with the potential to become a hospital site.

Below is a satellite image of Perotti Park.

As you can see, Perotti Park is a relatively large park, hemmed in by hills on each side.
There is a small stream running past it, however this is considered small enough that it could
be piped or channeled around a hospital facility without posing a serious flood risk. Access
might prove tricky, however the site is central to the population of Greymouth and can be
connected to water, sewerage and other infrastructure easily enough.

The park itself is actually vacant, having once been used by the Greymouth High School,
who swapped the land with the Greymouth District Council for a site closer to their school
grounds.

There is one issue though. Perotti Park is much the same size as vacant portion of the DHBs
existing site and so still necessitates a two storey hospital design. Further more, the
surrounding hills mean that it would be difficult and expensive to expand the amount of flat
land available in the park. This effectively means that there is ho advantage in using this site
instead of vacant portion of WCDHBs existing hospital site.
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Farm Land with the potential to be convertedtoah  ospital site

The farm land around Coal Creak, Omoto and Kaiata (collectively forming the lower part of
the Grey Valley) is flood prone, as is the farm land to the south of Greymouth. Each of these
areas is also a significant distance from supporting infrastructure such as sewerage and a
water supply so have been ruled out as options for a new hospital site.

Whist not being flood prone, the farm land to the north of Cobden is narrow coastal land that
is generally low lying. This land is potentially subject to coastal erosion and to Tsunamis
(though Tsunamis are not considered to be a significant risk on the West Coast due to the
lack of significant fault lines in the Tasman Sea or near the East Coast of Australia). The
area is also a bit of a way from the main population of Greymouth and the construction of a
hospital in this area would in fact would add to the travel time for patients arriving from any of
the West Coast’'s outlying areas (north or south). Supporting infrastructure (sewerage in
particular) would need to be upgraded in order to accommodate a hospital in this area.

There are some areas of farmland to the South of Greymouth (Gladstone and Paroa) that
might be suitable for a new hospital. The areas to the coastal side of the main road are flood
prone, as are the areas around New River. There are some blocks of land on the eastern
side of the road that may be suitable, however, these would need to be accessed over the
railway line, possibly necessitating the addition of an over bridge (as exists at the current
Greymouth Hospital site). Access to services such as a water supply, sewerage and
electricity supply for these sites would involve considerable capital investment.

This leaves Farm Land around Boddytown (aka Marsden Park) as the one area worth
exploring.

Boddytown is a rural area on the Eastern outskirts of Greymouth, The area is currently
undergoing significant change with a number of new subdivisions. The area is not flood
prone, not at risk from Coastal Erosion of Tsunami and is considered to be better seismically
than the existing hospital site.

The area is not as central to the Greymouth Population as the existing Greymouth Hospital
site (more of an issue for primary health rather than secondary care services), but is close
enough to connect into water, power and sewerage infrastructure.

The biggest issue with this area is that it is rapidly being eaten up by new subdivisions and
so there is a risk than no land will be available by the time the DHB makes the decision,
obtains all relevant permission and gathers the funding required in order to acquire sufficient
land for a hospital site.

Satellite Image of Marsden Park / Boddytown
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The cost to purchase land in this area is estimated to be approximately $2 million (Coast
Valuations 2008), with the possibility of an additional $1 million of capital works required in
order to connect in water, sewerage, etc.

Assuming a saving of approximately $300 per square meter in construction costs for a single
storey building (compared to a two-storey building), a single storey hospital facility in this
vicinity could be $2 million cheaper than the cost of constructing a two storey facility on the
DHBs existing Greymouth Hospital site.

This land is privately owned and so may need to be acquired via the Public Works act. All
relevant resource consents would need to then be sought and gained before it could then be
used as a hospital site.

There are some downfalls from this option.

The need to optimise access to primary health services would probably lead the DHB to

maintain a separate primary heath care centre in central Greymouth (possibly even from the
existing hospital site) and so continue to incur the cost of maintaining two different sites.
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More significantly the integrated model of care would never be properly realised and
potential synergies (such as the potential for shared staffing) might never be gained.

Conclusion

There is only one Greenfield site option (other than the option at the north end of the DHBs
existing site) that is worthy of more detained investigation as the DHB progresses its
business case for the redevelopment or reconfiguration of Greymouth Hospital and that is
the option of converting farmland on in vicinity of the Marsden Park / Boddytown into a
hospital site.

The DHB will need to develop facilities plans for this option simultaneously to developing
plans for the north end of its current site and whilst also investigating the option of upgrading
and reconfiguring its existing facility in order to finally determine the feasibility of each option
and to meet the business case requirements of the National Capital Committee.

This site is not ideal in one respect. It is not central to the population of Greymouth and so
would not be the ideal location for a primary health centre (which the DHB would like to
integrate into a new hospital facility).

Acknowledgements

This paper is written by Wayne Champion (GM Corporate Services, West Coast DHB) in
March 2008 and draws on information gathered from discussions with Roger Carthey
(Aurora Projects Ltd) in mid 2007 and on information given by Peter Hines (Coast Valuations
Ltd) in March 2008.

All maps and images in this document are from the freely available version of google maps.
www.maps.google.com.

-28-



West Coast DHB Grey Base Hospital Business Case
August 2008

APPENDIX 5 — EXISTING PLANS — GREY BASE

HOSPITAL

Plans of the existing Grey Base Hospital facility follow.

-29.-



West Coast DHB Grey Base Hospital Business Case
August 2008

-30 -



West Coast DHB Grey Base Hospital Business Case
August 2008

-31 -



West Coast DHB Grey Base Hospital Business Case
August 2008

-32 -



