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¢ Immunisation levels

¢ HPVimmunisation

» Ante-national HIV screening programme

e Reconfiguration of child and adolescent oral health service

s Professional development programme for health professionals working with youth
Secondary Care

e Elective service targets

» Financial sustainability of MidCentral Health
Redevelopment of Palmerston North Hospital
Prevention of certain types of avoidable hospitalisations

L]

¢ Implementation of Clinical Services Plan
e Neurology services

e Breastscreening levels

e Radiation therapy wait times

s Emergency department

Workforce

¢ GP training programme

e Workforce planning in association with future regional arrangement (Regional clinical
services plan)

e Manage employee absence

Infrastructure

Implement a new health management system

Implement Regional Clinical Services Plan

Establish investment plan to support the DHB’s asset management plan
centralAlliance with Whanganui DHB to be progressed

Shared commercial and support services with Wairarapa and Whanganui DHBs
Compliance with Records Act 2005

Quality

Optimising the patient journey project

Incident database

Hand hygiene

Medication management and reconciliation programme
Infection control and surveillance programme

Patient flow planning and management programmes
Staff training and professional development programme
Consumer participation programme

Clinical auditing review programme
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z;é;f.vvmm. DistRiCT HEALTH BOARD
: Te Pae Houors o Ruchine o Taromo

TO The Board

FROM General Manager — Corporate Services

DATE 04 February 2009

SUBJECT Procurement Update M E M o RAN D U M

Introduction

The Board will recall that we are close to completing a major review of our procurement policy
and procedures to improve the way we procure goods and services. The majority of the work
has been around defining and ensuring we have in place a good system of probity around
procurement. Recent visits by third parties and discussions with other DHBs indicates that our
current procurement practices enhanced by the latest work puts this DHB in a good position for
procurement across the DHB.

Progress

Most of the conceptual work is complete and we are now in the implementation phase of the
procurement upgrade. This involves the installation of a centralised contract management
system which has now started. At the last Board meeting we indicated that one of the final
pieces of work to be completed was to compile a schedule of CEO delegations. We indicated this
would be presented to the Board in February or March. With the disruptions from holidays we
have not been able to complete the work in time for this meeting and it will be submitted in
March. By the end of March we should have completed the contracts database installation and
be in a position to go live with the full system. All indications from the work to date continue to
suggest that there will be benefits (measurable) from this investment and we look forward to
reporting those to the Board on a regular basis.

National and Regional Procurement

There is a project underway to examine the benefits that might be gained from national
purchasing and ensuring all DHBs follow leading practice procurement. This region is working
very closely with that national team to develop a proposal for a regional procurement initiative.
Work has been completed by a regional team and a statement of commitments is being
prepared for approval by the regional CEOs.

There is good momentum in this region to implement a regional purchasing solution that will
deliver benefits to this region’s DHBs and support the regional clinical services plan.

Recommendation

It is recommended:

hat this report be received.
i Wi

Stuart Wilson
General Manager
Corporate Services

Corporate Services
MidCentral DHB
Heretaunga Street

P O Box 2056
Palmerston North

Phone +64(6) 350 8350
Cov o RAFEY TEE NA1E5
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MANAWHENUA HAUORA 7

Minutes of the Manawhenua Hauora hui held on Thursday 22 January 2009
at 10.00am in the Board Room at the MidCentral District Health Board offices,
Heretaunga Street, Palmerston North.

KARAKIA/MIHIMIHI
Mr Matt Matamua
PRESENT
Ngati Raukawa ki te Tonga Rangitaane
Mr R Orzecki (Chair) Ms O Paewai Rangitaane O Manawatu
Kahungunu ki Tamaki-nui-a-rua Muaupoko
Mr Matt Matamua
In Attendance

Mrs D Te Puni, Kai Rangahau, Manawhenua Hauora

Mrs Te Aira Henderson, Maori Health Service Manager, MDHB
Mr Hare Arapere, Kaupapa Maori Manager, Enable NZ

Mr Shane Ruwhiu, Maori Health Advisor, Funding Division

Mr D Emery, Board member, MDHB

Ms Ella Kauri Davis, Ngati Raukawa ki te Tonga

1. APOLOGIES

Mrs B Riwai, Kahungunu ki Tamaki-nui-a-rua

Mrs Kararaina Taite, Rangitaane o Manawatu

Te Amokura Griggs, Kahungunu ki Tamaki-nui-a-rua
Mrs M Sanson, Ngatt Raukawa ki te Tonga

Mrs Chrissy Karena Rangitaane ki Tamaki-nui-a-rua
Mr Steven Hirini , Muaupoko

Mrs Danielle Harris Rangitaane O Manawatu

Mr Stephen Paewai, Board member, MDHB

2. MIHIMIHI

Richard Orzecki
3. MINUTES NOVEMBER 2008
It was agreed

that the minutes of the meeting held 24 November 2008 be confirmed and
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accepted as a true and correct record

4. MATTERS ARISING

Item 4 (8.3) Maternity Focus Group
Mary Sanson was unable to attend the Maternity focus group hui 2 December 2008 to
support our new representative Amanda Pene.

It was agreed
that the Kairangahau will contact Amanda Pene for feedback on the
Maternity Focus group hui, and if she would like someone to attend the
next Maternity Focus Group

Item 7.2 Hospital Advisory Committee

Manawhenua Hauora comments were duly noted in the HAC minutes.

It was clarified that the DNA reports requested by Manawhenua Hauora would
need to be initiated by Carolyn Donaldson (Committee Secretary).

Item 8.3 (6) Maori Manager Report

Update on progress of Kaupapa Tuatahi was given by the Maori Health Advisor.
Otaki, Horowhenua, and Tararua complete, awaiting report from Manawatu.
Manawhenua would like copies of these reports before the next hui in March.

It was agreed

that the Kairangahau will collate reports for distribution to members once
completed, and organize a hui with Compass Health on March 2 as
previously discussed in October 2008.

The Chair stressed the need for these reports to be released urgently to
give members time to read.

Item 8.7 Iwi Provider Health Information Sharing

Te Runanga o Raukawa Health and Disability Reference Committee Report 26 November 2008
tabled

The Chair tabled a sample report given to it Governance board regarding health
information, and any significant issues from Manawhenua Hauora to the wider
community in a quarterly newsletter.

It was agreed

that the Kairangahau will develop a reporting template that will be given
to board members to fill out and returned so that this can be collated/

included in the agenda.

3. CORRESPONDENCE

It was agreed
that the record of correspondence 12 November — 15 January 2009 be
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noted and accepted with the addition of:

Memorandum Ref: Terms of Reference — Internal Maori Managers
Reference Group From: Murray Georgel (Received 21 January 2009)

6. MDHB BOARD & COMMITTEE MINUTES
6.1 Community & Public Health Advisory Committee
Item 5.7

Discussed the Maori Health Responsiveness Framework (Te Anga Aroturuki Hauora
Maori Plan) and development of timeline and action plan for its implementation.

Item 7.1 Oranga Niho Oranga Tangata
Discussion around attendance and public knowledge of the dental hygiene hui in

Foxton - 3 December 2008, and possible reasons why service uptake was low.

It was agreed
that these minutes of 2 December 2008 be noted

6.2 Hospital Advisory Committee

6.1 Increase in Breast Screening Rafe
Target levels were discussed in regards to breast screening rates, there was some
questioning around the method and/or formula used to set target levels.

6.8 Whanau Ora Impact Assessment
It was noted that further information will be available in March/April. Manawhenua

Hauora discussed some possible recommendations to improve the DNA rates.
It was agreed
that these minutes of 2 December 2008 be noted and that the

Kairangahau research some of the successful initiatives that have been
adopted by other regions to improve DNA rates.

7. GENERAL BUSINESS

7.1 Manawhenua Hauora Website Profiles

Two profiles yet to be completed. On completion the Kairangahau will forward to
Jill Matthews to be added to the MDHB Website.

It was agreed
that the Kairangahau follow-up with Oriana Paewai and Mary Sanson to

complete their profiles

7.2 Community Survey

Page |3

MWH meeting minutes 22Jan09FINAL.doc



é40

The community survey was tabled and discussed, Some amendments were made and
then accepted. Members were positive about taking the survey to a wider audience
for participation. Any funding request to be actioned by each Iwi and then claimed

back from Mid Central.

1. Re-numbering of last page
2. Include central health webpage for reference

It was agreed
That the Kairangahau will contact Mary Sanson in reference to the
annual Touch tournament held in Bulls and email contact people with

[final version of survey.
7.3 Meeting with the Whanganui DHB Hauora a Iwi roeopu

Hauora a Iwi was unable to meet with Manawhenua Hauora in January. There was
support to meet after our next meeting on March 2nd at some mid point between

Whanganui and Palmerston

It was agreed
That the Kairangahau will contact Nancy Tuaine to see if March 37 is
possible to meet with Manawhenua Hauora in the afternoon. If so
arrangement can be made re a venue (possibly Parewahawaha in Bulls)

7.4 Enable NZ Update

e Enable NZ are closing the office depot in the Hutt Valley, and will contract
out any repairs and equipment effective February.

e InterRai project plan is underway in reference to the development of a new
assessment tool aimed at Kuia and Koroua based on the Whare Tapa Wha

model that will be more suited to the target group.

7.5 Te Taiwhenua O Ngati Kahungungu Strategic Plan

Discussion around a proposal from Ngati Kahungunu re its Kahungunu Hikoi
Whenua programme. Although the Maori Health Advisor, was keen to have them
present the members felt that its time would be better used to focus on its own

strategic objectives

7.6 Health Responsiveness Framework (Te Anga Aroturuki Hauora Maori)

Acknowledgement of the commitment, time and work that has gone into the
development of the framework since its inception. The document is relevant, easy to
read and identifies significant areas of interest to Manawhenua Hauora.

It was agreed
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That Manawhenua Hauora accept the final version dated November 2008
of the Maori Health Responsiveness Framework (Te Anga Aroturuki
Hauora Maori)with no further additions or amendments

7.7 DMG Representation

Discussion around the DMG representatives for Manawhenua Hauora and lack of
understanding in regards to expectations. Further discussion was around the key role
that the Maori Health Advisor representing Manawhenua on the DMG’s to ensure a

clear reporting process.

It was agreed
That the Kairangahau will get an updated DMG list and copy members
Jfor further discussion March 2009.

7.8 Wellington Hospital Opening

Moari Health Managers advised Manawhenua on the Invitation (panui) that will be
circulated mviting members to attend the opening on 6 March 2009 at Sam.

It was agreed
That Te Aira will follow up and forward details to Kairangahau for
distribution to members. It was felt that we should be attendance.

7.9 Chair and Deputy Fees

The Chair of the Mid Central DHB has written to Manawhenua Huaora confirming
discussions held at the Chair to Chairs hui.

It was agreed
That the Kairangahau will write to thank the Chairman of Mid Central
DHB for his letter.

7.10 District Annual Plan

Manawhenua members had questions regarding scheduling for the DAP review 2009.
Dennis Emery explained the process and progress to date. Manawhenua Hauora had
the DAP last year for its review.

It was agreed
That the Kairangahau will contact the CEO seek to find when copies of
the DAP can be made available for Manawhenua Hauora to review and

respond.

7.11 Monitoring Reports

Recommendations were put forward regarding monitoring report templates that could
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be implemented by Manawhenua Hauora to monitor progress effectively.

Te Runanga o Raukawa Whaia O te Hauora o nga Rangatahi Report tabled
It was agreed

That the Chair and Kairangahau will work together to develop a basic
monitoring tool that could be used generically.

7.12 HSR Report

Manawhenua Hauora members are awaiting a copy of the final HSR Report with
amendments.

It was agreed

That the Kairangahau will make enquiries with regards to expected time
of completion for the report, and notify members accordingly.

7.13 CTA Funding

MDHB Maori Health Advisor explained the CTA funding process for last year and
that short time frame that was available to Iwi/Maori Health providers at the end of
2008. Unfortunately due to time constraints it was difficult to arrange workforce
development opportunities. The process will be improved this year, with Tipu Ora
and Maun Ora Associates keen to present options for workforce development.

7.14 Representation
That the Kairangahau will make enquiries with regards to the process of
representation to CHPAC and the Disability Support committees.

8. NEXT HUI

Next meeting to be held on Monday 2 March 2009 at 10am.

9. KARAKIA WHAKAMUTUNGA

Matt Matamua
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"prENmAL DistricT HeaLTH BOARD

Te Pae Hauora a Ruatine o Tarorua

TO Board

FROM Chief Executive Officer

DATE o February 2009

MEMORANDUM

SUBJECT Report for December 2008/January
2009

1. Introduction

The focus over the past six weeks has been annual planning and budgeting. The funding
envelope for 2009/10 has been received and builds on previous funding announcements.

The financial performance of MidCentral Health is adverse to budget, with projections being a
considerable variance. This requires corrective action, both within the division as well as across
the organisation in order to deliver a consolidated result in line with budget by year end.

National policy and priorities are being announced to the sector, and further are expected.

2. Sector Matters

2.1  ENDURING LETTER OF EXPECTATIONS

The Ministers of Finance and State Services have issued an enduring Letter of Expectations to
all statutory Crown entities and Crown companies. Under the Crown Entities Act 2004 District
Health Boards are classified as Crown Agents.

The letter of expectations is enclosed (Appendix A). The expectations are broad in nature, and
MidCentral DHB operates in accordance with them. They included:

ensuring value for money

demonstrating performance

engagement with Ministers and monitoring Department
financial reporting

maintaining standards of integrity and conducts

contributing to achieving a world class professional State service
complying with equal employment opportunity provisions

The letter of expectations will be added to the Board’s Governance Manual.

COPY TO: CEO’s Department
MidCentral DHB
Heretaunga Street
PO Box 2056
Palmerston North
Phone +64 (6) 350 8910
Fax 464 (6) 355 0616
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2.2  GOVERNMENT’S 100 DAY ACTION PLAN
2.2.1 Cap on Administration/Management Staff

In accordance with the Government’s initiative, as contained in its 100 day Action Plan, to halt
the growth in health bureaucracy, the Minister of Health requested all District Health Boards
cap administration/management personnel numbers at December 2008 levels.

MidCentral DHB’s proposed administration/management cap is 577.12 ftes. (Note: total ftes
for the DHB are 2,171.) This includes a large number of people who are employed in the clinical
areas, such as booking clerks and assistants, and, 40 ftes employed by Enable New Zealand as
assessors for needs assessment and service co-ordination.

A copy of the Minister’s letter and MidCentral DHB'’s response is attached for members’
information — refer Appendix B. We envisage that regular reporting against the cap will occur
through the Ministry of Health’s reporting process and if there is any movement over this cap
(actual or requested), the Board will be advised through my report.

2.2.2 Ministerial Group to advise on Improving Quality & Performance of the Health Sector

In late January, the Minister of Health announced the membership of a Ministerial Group to
advise on improving the quality and performance of the public health system. The Group is to
be focussed on prompt action, and is expected to complete its work and disband by 31 July
2009.

The Group’s terms of reference are attached for members’ information (Appendix C), and its
key role is:

e To assist the Minister and Ministry by providing advice on further progressing the
Government’s priorities around clinical leadership, productivity and quality patient
services;

e To review the existing systems for infrastructure and prioritisation, and advise
improvements;

¢ To help meet serious Vote Health financial challenges by providing a fresh examination of
health sector spending, with a view to identifying low priority/poor quality spending that
can be moved to improve frontline health services.

Membership of the Group is:

» Dr Murray Horn, Chair, former NZ Managing Director ANZ Bank, former Secretary to The
Treasury

¢ Stephen McKernan, Director-General of Health

¢ Dr Virginia Hope, public health physician, former Medical Officer of Health in Auckland,
former Auckland DHB elected member and current Capital and Coast DHB elected member

¢ Dr Tom Marshall, General Practitioner, Past chair of ProCare, and former President of

NZMA

Dr Patricia (Pim) Allen, Chief Medical Officer Southland DHB

Chai Chuah, CEO Hutt Valley DHB

Hayden Wano, CEO Hauora Taranaki PHO, former Chair Taranaki DHB

Sally Webb, Chair Kawerau PHO, former public health nurse, former member of Health

Funding Authority

2.3 NATIONAL HEALTH REPORT RE DHES’ FINANCIAL PERFORMANCE

The Ministry of Health has issued its report regarding DHBs’ financial performance for the five
months ended 30 November 2008.
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MidCentral DHB’s unfavourable variance to plan is noted in the report, together with the
primary drivers being unplanned medical personnel costs and outsourced medical expenditure.
This is as reported to the Board and its Committees.

Collectively, DHB provider arms (hospital and associated services) are $32million unfavourable
to plan. Only four DHBs have favourable results in their provider arms.

It is important to note that the annual “budgeted results” do not include the three DHBs who
have not yet received approval for their 2008/09 District Annual Plan. One of these is Capital &
Coast DHB which has signalled a significant deficit for the year.

A copy of the report, and the summary regarding MidCentral DHB, is attached - refer Appendix
D.

2.4 2009/10 FUNDING ENVELOPE
2.4.1 Funding Envelope Provisions

The funding envelope which sets out the funding package for each DHB for 2009/10 has been
received. The funding envelope also provides financial planning assumptions for 2010/11 and
2011/12. Asreported to the Community & Public Health Advisory Committee earlier this
month, the impact for MidCentral DHB is an increase in base funding (over current levels) of
6.8%, with base funding being $25.4m. Total funding for the sector was $9,700m, and MDHB
received $297.1m, which equates to 4.1% of the total funding.

Future funding track has been set at 3.116% which includes 0.5% for technology increases. This
year there are not many “adjustments” to the future funding track. Instead additional funding
is being offered to advance government priorities. In summary MDHB received:

$9.8m for demographic growth (2.6%)
$11.6m for future funding track (3.1%)
$4.6m to Advance Govt. priorities
$-0.3m adjustments

Regarding demographic growth, this funding is mostly about recognising our ageing population
(as opposed to a growing population).

Indicative additional funding for 2009/10 elective surgery is $8.3m for MidCentral District
Healih Board.

There is a clear expectation that DHBs will:

¢ maintain core services and use demographic increases for additional volumes, including
elective growth.
not deteriorate their finanecial positions.
implement the five government commitments, being;
- boost funding for medicines to expand the availability of subsidised medicines
- improve the quality of supervision and nursing in rest homes
- kick-start the devolution of services to primary care
- dedicated respite care beds
- post natal stays.

There is also an expectation that MidCentral DHB break-even in 2009/10 (whereas we were
forecasting a small deficit of around $1m) and will increase the level of services provided.



These expectations and funding will be factored into the 2009/10 District Annual Plan which is
currently being drafted, and which will be submitted to the Board and its Committees next

month.

A copy of the Ministry of Health'’s letter outlining the funding envelope is attached for members’
information (Appendix E).

(Note: The funding envelope does not include services for which funding/planning
responsibilities have not yet been devolved to DHBs, ie public health, and, disability services for

people aged <65 years.)
2.4.2 National Pricing

One area where there has been change for 2009/10 is in the calculation for inter district flow
(IDF) prices. For 2009/10 the Ministry of Health (MoH) has tried to be more realistic in
setting IDF prices allowing for actual cost growth in the provider arms although it appears that
the end result may still be a little “undercooked” compared to the expected cost growth being
built into the provider arm budgets.

Notwithstanding the potential “undercooking”, IDF (CWD - case weighted discharges) prices
have still increased by 8.28% overall , the effect of which will be felt by those DHBs with high
IDF outflows like Waitemata (around $20m). To minimise the affect of this increase the MoH
has “rebased” the funding envelope to give more money to those DHBs that will suffer from the
IDF price increase. Unfortunately to afford this rebasing the MoH has top sliced funding from
the demographic pool of funding so that there are “winners and losers” from this exercise. The
applied methodology is not very clear and some DHBs are concerned about their share of the
funding envelope after the rebasing exercise. This DHB is has a net IDF outflow of $5m and yet
our funding has been reduced by $511k due to IDF rebasing.

The increased prices for IDFs are also being used for the provider arm volume schedule (PAVS)
and some DHB’s have already indicated that they cannot afford to pay the new national prices
to their provider arms. At the time of writing this report we have not completed our PVS but
because we have been providing additional financial support to our provider arm the increased
prices should just “swallow up” that support.
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3.  Regional Matters

3.1 CORPORATE AND COMMERCIAL COLLABORATION PROJECT

MidCentral, Wairarapa and Whanganui DHBs are working with Canterbury, Nelson-
Marlborough and South Canterbury DHBs to procure a new health management information
system (also known as patient management system). A number of other DHBs have expressed
interested in joining the collaborative initiative and they are able to do so on the understanding
they join the process at its current stage, ie the project will not go back and repeat any stage.

The project called for Requests for Information (RFIs) via the Government tendering network
in late December. These close on 16 February 2009. A two-tier evaluation process will be used
to assess all RFIs received, and an evaluation criterion has been developed accordingly. The
first tier process will comprise individual DHB teams that will individually score the proposals
and develop a draft shortlist. These teams will comprise representatives from health
professionals, administration/management, information technology (IT), and finance. The
second tier process will comprise three representatives from each DHB who will work together
to come up with a recommended shortlist. The three representatives will be the Chief
Information Officer, a health professional, and an administrator/manager. Reference checking
will take place. Appropriate steps are in place to ensure conflicts of interest are managed.

3.2 REGIONAL CLINICAL SERVICES PLAN

The Steering Group for the next phase of this project has been established, and I will be chairing
it. Mike Grant will continue in his role as Project Director.

An update on the Regional Clinical Services Plan will be provided to CEOs when they meet next
week, and so I will be in a position to update the Board at its meeting on 17 February.

3.3 CENTRALALLIANCE

The proposed Memorandum of Understanding, as approved by both Whanganui and
MidCentral DHB boards, has been submitted to the Minister of Health for his consideration and

endorsement.

A meeting of the two Boards’ CEOs and other members of the senior management team is being
arranged for March.

The sub-committee will also meet over coming weeks to oversee the establishment of the
Alliance.

The development of the Alliance will feature in our District Annual Plan for 2009/10. Draft text
and initiatives have been developed accordingly, and submitted to Whanganui DHB’s
management team for discussion.
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4.  Organisational Matters

4.1 DISTRICT ANNUAL PLAN

Work is well underway in drafting MidCentral DHB’s annual plan for 2009/10. The Plan will be
submitted to the Board, its Committees, Manawhenua Hauora and the Ministry of Health next
month for consideration.

4.2 ANNUAL ACCOUNTS, YEAR ENDED 30 JUNE 2009

The Office of the Auditor-General submitted his report to the Minister of Health regarding
MidCentral DHB’s audit for the 2007/08 audit. This letter outlines the results of the audit, as
reported to the Board’s Group Audit Committee last year.

The Office of the Auditor-General noted that MidCentral DHB had been issued an unqualified
audit opinion, and that its management control environment was good. It further advised the

areas identified for further improvement, being procedures around making changes to the
payroll database, and, lack of a central contract database.

The Minister of Health sought further clarification around these matters and this has been
provided. As the Board is aware, capital funds for a new contract database were approved in

late 2008 and this is currently being installed. Processes are in place regarding changes to the
payroll database.

Regular reporting against these items will continue to be provided to the Group Audit
Committee as per its work programme.

4.3 FINANCIAL TARGET FOR CORPORATE/GOVERNANCE DIVISION

In order that the DHB meets its consolidate budget for 2008/ 09, the Corporate/Governance
Division has been directed to make a surplus of $1.5m. This is a $2m improvement over its

budgeted position (deficit of $0.5m). The Division is confident this will be achieved through:

a. Not spending additional revenue received from the Funding Division which was ear-
marked for major projects, such as site redevelopment. Estimated saving: $1.3m

b. Holding vacancies and reducing other expenses. Estimated saving: $0.2m

c. Savings in depreciation resulting from delays/deferrals in implementing the
Information Systems Strategic Plan: Estimated saving: $0. 4m

d. Capital charge wash-up. Estimated saving: $0.4m
e. Extra revenue: $0.05m

Total savings: $2.35m

Less:

f. Estimated reduction in interest receivable: $0.35m

Net savings: $2.0m



5. Financial Matters

(Amounts are in $ooos and adverse numbers are in brackets.)

5.1 STATEMENT OF FINANCIAL PERFORMANCE

Monthly results are reported to the Ministry of Health for the three divisions — Funder,
Provider, and Governance. The table below shows the results for each business unit within each

of these divisions.

5.1.% Consolidated Provisional Results for the Year to 31 December 2008

Dec-08 DHB Funding Provider Governance
RESULT Division Division
('o00's)
Net Result
YTD - Actnal (6,895) (2,751} (4,140) {4)
YTD - Budget (3,095) (2,242) (150) (703)
Variance (3,800) {509) (3,990} 699

After six months the DHB is $3.8m behind budget, primarily due to the provider operating
above contracted capacity in some areas and this is pushing up costs with no offsetting revenue
in areas where the hospital is funded on capacity. The value of this additional production is
$5m for the first six months. In addition much of this production is in the medical areas
consuming resources that could otherwise be used to perform elective surgery where additional
revenue is available. MidCentral Health and the Hospital Advisory Committee are well aware
of the problems being caused by the increasing demand and its affect on the DHB.

Each division has a year end target designed to ensure that the DHB still achieves its
consolidated budget. MidCentral Health’s target is to hold the deficit at its current level at
December. If successful it will still be adverse to budget by close to $2m. This shortfall will be
made up by a positive variance in the Governance Division. Funding Division will achieve its
budget or slightly better than budget.

Please note that the DHB budget is a $4.7m deficit.

The detailed statement of financial performance is shown in Appendix F.
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5.2 STATEMENT OF FINANCIAL PERFORMANCE

5.2.1 Financial Position

MidCentral District Health Board

Statement of Financial Position (summary)

Jun 2007 Jun 2008 Dec 2008 Change
$000 $000 $000 $000

Assets Employed
Current Assets 48,662 48,911 88,507 39,506
Current Liabilities (50,125) (47,498) (56,864) (49,366}
Fixed Assets and Investments 145,282 144,480 147,353 2,873
143,819 145,893 138,996 (6,897)

Funds Employed
Equity 92,894 89,620 82,768 (6,852}
Bank Loans 49,111 54,943 54,898 (45)
Long Term Liabilities 1,814 1,330 1,330 0
143,819 145,893 138,996 (6,897)

The equity in the organisation has decreased by $10m in the 18mths from June 2007 and this is
not normally a good sign. However in this instance it has been a planned reduction in the
Funding Division prior year surpluses. However, at some point the DHB will need to return to

breaking even.

The detailed statement of financial position is shown

5.2.2 Debt and Investments

in Appendix G.

5.2.2.1 Debt

This table shows our loan

maturities, the nature of the debt, Lender Maturity $'o00 Rate Type
a breakdown of the debt between

the Crown Health Financing CHFA

Agency (CHFA) and the Energy Dec-09 4,100 6.51%  Fixed
Efficiency and Conservation Nov-11 8,000 7'28:’6 Fixed
Authority, and the average interest Nov-11 5,000 7-28%  Fixed

. R Apr-13 8,000 7.00% Fixed
rate being paid as at 31 December. Anr- o .

. ; pr-13 4,500 4.70% Fixed
There is a good range of maturity Apr-15 7,060 6.71%  Fixed
dates and there are no swap Apr-15 5,600 6.54%  Fixed
arrangements in place at present. Dec-17 2,500 5.05%  Fixed

Dec17 10,000 6.63% Fixed
All debt is now at fixed rates, with Total 54,700
the average rate now being 6.60%. Unused Facility 2,000
In the current economic climate Total Facility 56,700
these rates are on the high side, )
EECA May-12 198 0.00% Fixed

however we must take a long term

view with interest rates and ensure

there is a good spread of maturity dates to reassess the situation.
Aloan for $7m matured in December 2008 at 5.92%. This was rolled over in two parts, namely

$4.5m to April 2013 at a fixed rate of 4.70%, and $2.5m to December 2017 at a fixed rate of

5.05%.
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At the end of December, investments totalled $62.2m. This figure is significantly higher than
normal due to the January funding from the Ministry of Health {$35m) being received in
advance on 31 December. Details of the investments are contained in the table below.

5.2.2.2 Investments

Deposit Type Maturity Date Rate Value
$000
91 day 05/02/09 6.95% 4,000
go day 02/02/09 6.88% 3,000
62 day 20/01/09 6.30% 3,000
9o day 04/03/09 5.50% 3,000
On call n/a 4.90% 48,400
Enable n/a 5.50% 820
Total as at 31 December 5.23% 62,220

As can be seen from the table, interest rates have fallen dramatically in recent months. This is
having an adverse effect on the revenue generated in the funding administration and treasury
divisions.

5.2.2.3 Covenants

Dec-08 Actual Limit /
Covenant

YTD - Variance to Budget {83.8) < ($2.0m)
Bank Loans (net debt) ($8.0) $71.7m
Equity $82.8 > $30m
Debt & Equity $74.8 I
Debt Ratio -10.7% < 55.0%
YTD Interest Cover 0.14 > 3.00

At the end of December, two covenants (YTD - Variance to Budget and YTD Interest Cover) are
not being met, due to the adverse variance to budget in the year to date and the DHB being in
deficit in the year to date. As has been reported previously, the covenants are no longer
contractually monitored by the CHFA, but they do review their debt portfolio with us. At the
last review they indicated some concern about our ability to return to break even after planning
for deficits recently.
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5.2.2.4 Debt Position
Jun-07 Jun-08 Dec-08
MidCentral District Health Board $m $m $m
Available Bank Facility 71.7 71.7 71.7
Net Debt (CHFA & Banks) 12.3 19.7 -9.0
Debt Facility Surplus / (Shortfall) 59.4 52.0 80.7
Reserved Funds 21.7 18.7 18.7
Debt Facility Available 37.7 33.3 62.0

The net debt as at the end of December is negative due to the January funding being received in
advance. The cash flow statement is shown in Appendix H.

5.2.3 Capital Expenditure (Capex)

The following table shows the current capital expenditure program.

Capital Programine o Amt in Not yet
(‘o00s) Principle Approved approved
as af 31 December 2008
> Prior Years
> MidCentral Health
S8U Computer Sterile Systems Tracking System ' 220 220
Upgrade of Electries for Theatres (Dept) Stage 1 110 - 110
New Cyto Suite ronm Stage T & 11 300 - 300
Child development building-Relocation ChDServices 200 - 200
Anesthetic Patient Monitors (Replacement Programme} 150 150
Electrical upgrade (Operating Theater) Stage 1E 100 100
Homodymamic Monitoring System {card) 171 171
Reconfiguration/ Accommodation Options (CAFS) 200 200
854 Pre-Vacuum Sterilisation Steris machine 200 200 -
S8U Computer Tracking System 120 120
IV Pump replacement programme 300 173 127
Itemg <$to0k 3156 1 1,027 _______2129
‘Total MidCentral Health 5,227 1,400 3,827
> Corporate Services
ISSP Projects 7,925 5,624 2,301
Servicedesk npgrade - Activate [T provisioning 160 - 100
Items <8100k 8903 25 868
Total Revised Balance Brought Forward from Previous Years ____181a35 . 7,049 7,096
> 2008/09 (PAF Summary)
> MidCentral Health
Mobile Unit Breast Screening 1,000 - 1,000
Ultrasound GE Logic 9 350 - 350
Garama Camera 800 - 800
Anaesthetic Machines 500 - 500
ICU Patient Monitors 400 - 400
Items <8300k ,284 . bor . 4993, .
Total MidCentral Health 8,334 691 7,643
> Corporate Services
1SSP- Patient Administration System 2,845 - 2,845
Clinical Records Relocation 1,900 2,202 (302}
ltems <$go0k 1378, ... 6g _______] 1,214 |
Total Corporate Services 6,123 2,366 3,757
> Enable New Zealand
Enterprise Resource Programme Phase 2 500 - 500
Items <$raok ____298 . 1067 . 111
Total Enable New Zealend 78 67 . 611
Total 2008/09 Programme . i5=235  a.owgq 12,011
(note the Clinical Records costs of $2.2m is an early eall against the hospital redevelopment project
and separate of the CAPEX funding for the 2008/09 year of $13.035m}
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5.3 CASH POSITION

A summary of the cash position by division is shown below. The cash balances for the Funding
Division and MidCentral Health have been adjusted to reflect the $3.7m owing from the
Funding Division to MidCentral Health at the end of December. As referred to above, the cash
position is high due to the January funding being received in advance.

It is now proposed to re-capitalise MidCentral Health from the Treasury Division at the end of
January, as any seasonal revenue and expenditure patterns should be complete by then. After
this exercise has been completed, most of our invested cash will be the normal positive working
capital balance of the funding division. It uses this interest income as revenue to support its
administration activities. The “surplus” cash in the treasury division will be used to fund any
continuing deficits while still allowing us to make investments in capital expenditure. This
keeps us in a better position than many other DHBs. However, we must now plan to return to a
break even situation so we can keep some funding for future “lumpy” capital expenditure

patterns.

Cash / Investment Summary as at 31 December 2008

$m
Treasury Division 23.0
Funding Division 33.6
MidCentral Health 5.5
Enable 1.0

Total 63.1
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6.

Outlook

Over the next month the emphasis will remain on minimising costs, postponing expenditure,
etc to enable the DHB to achieved its consolidated financial budget for the year.

We will also finalise the price volume schedule for 2009/10 which will enable us to complete
budgets and the first draft of the District Annual Plan.

/.

Recommendation

It is recommended:

Appen
A.

B.

ZQT B0

that the report be received.

dices:

Letter from Hon Ministers of Finance and State Services dated 22 December 2008 re
Enduring Letter of Expectations

Letter from Hon Miniser of Health 22 December re Expectations on Capping Growth in
Management and Administrative Personnel Employed by DHBs, and, MidCentral
DHB’s response dated 28 January 2009

Terms of Reference for the Minister of Health’s Ministerial Group re Moving Resources
to the Frontline

Ministry of Health’s Report re DHB Financial Performance for the Five Month Period
ended 30 November 2008

Letter from Ministry of Health dated 22 December 2008 re Funding Envelope 2009/10
and Planning Assumptions for 2010/11 and 2011/12

Statement of Financial Performance (Consolidated)

Statement of Financial Position

Statement of Cash Flows



Office of Hon Bill English 18
Deputy Prime Minister

Minister of Finance

Minister for Infrastructure

Appendix A

22 December 2008

Dear statutory Crown entity Chairs,

Enduring Letter of Expectations

This letter replaces the previous letter of expectations that was sent on 17 December
2004 to the chairs of boards of statuiory Crown entities and Crown companies.

Ensuring value for money for-New Zealanders

A more focused, efficient and productive state sector that delivers services differently
and more cost effectively will require all of the stafe services to focus on improving the
performance of every taxpayer's dollar spent.

We expect that each Crown entity board:
» keep under review the Crown entity’s expenditure;
» identify particular expenditure or programmes that are not effective or providing
good value for money; and
e act on those findings.

Demonstrating performance

Informative and accurate financial and non-financial performance information will
enable Crown entities to demonstrate value for money. High quality performance
information also enables Ministers to make more informed decisions.

We expect that Crown entities will have a performance measurement framework that is
reviewed and updated regularly. For further information refer to
htto:/Amww.ssc.govt.nz/performance-measurement.

Engagement with Ministers and monitoring Departments

Crown entities are expected to work with their Ministers on a "no surprises” basis, so
that Ministers are informed at the earfiest possible stage of: matters that may be
controversial or cause public comment, major strategic initiatives, and implications that
decisions may have elsewhere in government.

Crown enfites and monitoring departments are expected to work together
professionaily and consfructively, and share information in a timely manner. This will be
particularly important as we will be seeking ongoing assurance from both Crown
entiies and monitoring departments about what each Crown entity is doing about
ensuring value for money

1
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Further expectations
We expect that Crown entities will:

s Provide the Treasury and monitoring departments with accurate financial
information within stated timeframes;

» Maintain standards of integrity and conduct as set out in the code of conduct for
the state services www.ssc.govi.nz/code-guidance-stateservanis;

» Contribute to achieving a world class professional State’ services through the

development goals framework; hitp:/Awww.ssc.govt.nz/development-goals;

» Comply with the equal employment opportunities provisions as, set out in the
Crown Entities Act.

Yours sincerely

Hon Bill English ] ' Hoﬁ Tony Ryall
Minister of Finance : Minister of State Services
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. Dear Mr Wilso-n

- [N

. EXPECTATIONS ON CAPPING = GROWTH IN MANAGEMENT AND
ADMINISTRATIVE PERSONNEL EMPLOYED BY DHBS

Firstly, thank you for your contmumg role in the pubilc health service. New Zealand
- faces considerable financial challenges, and | appreciate your awareness of getting
best value from Health spending.

- The Goverhment’s 100 day Action Plan included the following commitmentﬁ ‘Instruct
the Ministry of Health and DHBs fo halt the growth in heatlth bureaucracy’.

This letter sets out the Government’s position on the numbers of management and

administrative personnel employed by DHBs. it is the Govemment's general policy

that the number of Full Time Equivalents (FTEs) within the Management and

Administration Personnel class has.grown too quickly in recent years. This is

diverting much needed resources from frontline services. As such, it is my

expectation that you will halt the growth in the number of FTEs: engaged in
management -and administrative roles within your DHB (including within any entity
which you would include in your consolidated accounts for reporting purposes). '

it is the Government's expectation that the number of accrued FTEs in the
Management and Administration Personnel category (including advertised
vacancies) will be capped at the actual December 2008 level. When establishing this
cap number, you shouid include any person filling a managerial or administrative role
“whether employed or engaged in a capacity such as consultants, contractors or
otherwise. Once established, the cap will continue to be caiculated including such
persons. ' '

Would you please discuss any proposed reclassification of groups of employees or
contractors with the Ministry of Health where that might have an impact on how
management and .administrative personnel are defined or counted at your DHB.

Private Bag 18041, Parliament Buildings, Wellington 6160, New Zealand. Telephone 64 4 817 6804 Facsimile 64 4 817 6504



~ Hon Tony Ryall

Further, would you please provide me with a detailed report for my information by
31 January 2009 on your DHB'’s approach to this matter, including your cap number
as at the actual December 2008 level. The Ministry of Health will monitor and report

to me via normal monthly reporting of actual berformance.

Please refiect this goal in your blanning process for the upcdming period. [ will be
focussing on this issue when considering your District Annual Plan and Statement of

Intent. 7 .

Once again, thank you for your assistance.

Yours sincerely

Minister of Health



28 January 2009

Hon Tony Ryall
Minister of Health
Parliament Buildings
WELLINGTON

Dear Minister

Expectations on Capping Growth in Management and Administrative
Personnel Employed by DHBs

Thank you for your letter dated 22 December 2008 outlining your
expectation on capping growth in management and administrative
personnel employed by District Health Boards.

MidCentral District Health Board has determined its capped
management/administrative full-time equivalents at 577.13. Details of how
this capped figure has been calculated are attached, and in essence are the
December 2008 levels plus advertised vacancies and contractors/consultants
employed/engaged to fill a management and administrative roles, less
temporary roles which have since been ceased. No reclassification of staff
has occurred.

FTEs

December Reported FTEs 558.53
Positions Under Recruitment 9.2
Contractors/Consultants FTE equivalent 10.9
Other Adjustments (1.5)
Proposed Cap 577.13
Future potential initiatives signalled 4.5
Potential Cap adjustments

This cap includes all divisions of MidCentral DHB, being hospital provider,
Enable New Zealand, Funding Administration, and Governance. Enable
New Zealand is a national provider of disability support services.

It is assumed that the cap identified above would be movable to take
account of future new Government initiatives that might result in
additional management/administration positions.

MidCentral DHB will report actual performance against this figure in
future, and we will engage directly with the Ministry on this process.

Yours sincerely

Jan A Wilson
Chairman

cc: M Watson, Relationship Manager, Ministry of Health
MidCentral DHB's CEQ, EMT, GM HR & Mgr PPU
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ADMINISTRATION/MANAGEMENT FTE CAP: MIDCENTRAL DHB

Approach to Calculating Cap

FTEs Note Ref
December Reported FTEs 558.53 1,2& 3
Positions Under Recruitment 9.2 4
Contractors/Consultants FTE equivalent 10.9 5
Other Adjustments (1.5) 6
Proposed Cap 577.13
Future potential initiatives signalled 4.5 7
Potential Cap adjustments

1. The “accrued” FTE definition

MDUHB is utilising the FTE definition as applied and reported in December. This is
the DHBs current calculation of the “Accrued FTE” measure. Aligned to this process,
there is an internal exercise underway verifying the calculation of the “Accrued FTE”
to ensure compliance. If this process indicated any non compliance, the Cap may
need to be revisited, depending on the materiality of any shift in FTEs.

2. No reclassification of any employees at this point.

The Ministry of Health and DHBs continue to work together to refine the Common
Chart of Accounts to provide improved levels of detail, and more consistent
reporting across DFBs. There are proposed amendments to the FTE definitions in
the Management and Administration category. As yet, no changes of employee
categories have been undertaken as a result of this exercise. There are a number of
clinical roles that have an administrative component, eg Clinical Directors, Charge
nurses. These remain classified as clinical positions, with the management/
administration component not included in this exercise.

During the exercise an error in classification was identified. This related to around
40 ftes employed by Enable New Zealand as assessors for the needs assessment and
co-ordination service, and professional advisor roles. Again, no change was made
and these positions remain in the “administration/management” category.

3. Associated Organisations

MDHB is only reporting on those FTE under its direct management, as reported in
the financial templates either as FTE or contractors where the FTE is directly
managed by the DHB whilst working within the DHB.

Management & Administration FIE of associated entities, or significant suppliers
have been excluded. Other DHBs have a differing mix, particularly of outsourced
services. This would impact comparisons across DHBs, but the focus of this exercise
was deemed to be the FTE currently under individuals DHBs management.

Examples of excluded organisations include:

» Allied Laundry Services Limited (a limited liability company owned equally by
MidCentral, Taranaki, Whanganui and Hawke’s Bay DHBs)
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e Spotless Services Limited (contracted provider of hotel, grounds and engineering
services) or other contracted service providers

e District Health Boards New Zealand (IDHBNZ)

e Central Technical Advisory Services Limited (a limited liability company owned
equally by the six central region DHBs)

MDHB has no current plan to significantly alter the current arrangements within this
DHB regarding the utilisation of these organisations. If these plans did arise, the cap
would need to be revisited in conjunction with the Ministry of Health.

4. Positions under recruitment (Advertised Vacancies)

The letter indicated that advertised vacancies could be added to the actual number in
determining the cap. MDHB has interpreted this to be only possible where the
position is not already included in the cap, either by way of existing employee not
having ceased as yet, or the position being covered and counted by other methods
such as casual staff/overtime FTE.

These positions were carefully reviewed to avoid the risk of double counting a
position in the FTE count.

The definition of advertised was considered to be those advertised or approved to
recruit to, where advertising was deferred into the new year due to the time of year,
or awaiting confirmation of specific elements for the recruitment process.

5. Contractors/Consultants

It has been considered appropriate to add consultants/contractors equivalent FTE
into this count where the expenditure has been incurred in lieu of recruitment into a
role which the DHB would in the normal course of events have on payroll

This includes utilising temp agency staff to backfill positions, or consultants
recruited to complete tasks that in the normal course of events an internal role

would complete

This excludes contractors/consultants employed to complete short term projects or
work requests where the DHB does not have, or intend to have the internal resource

to complete.

Examples include:

» Legal services — MDHB does not, nor intend to have, a legal team on staff. Legal
fees are excluded from translation to FTE equivalent.

s Project Staff — Staff employed for a short term project (eg: IT implementation) on
a fixed term basis would be excluded from the FTE count. By comparison, a DHB
employed project manager who moves from project to project would be included
in the FTE count.

6. Other Adjustments

1.5 FTE has been removed from the December reported FTE in setting the cap to
adjust for temporary roles in place at that time that have now ceased.
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7.

Future Initiatives

At this point, Management and Administration FTEs signalled for future initiatives
have been excluded from the FTE cap.

As staffing numbers are dynamic, particularly as new initiatives are often being
implemented, the DHB needs to make pragmatic decisions in the best interests of
the DHB regarding effective utilisation of Management and Administration FTE.

It is expected this type of initiative would still be able to proceed, and in situations
such as this the “Cap” would be able to be altered accordingly.

Proposals to alter the cap could be managed in two complementary processes

Annual budget setting process

Although the DHB will set a December cap, the District Annual Plan (DAP)
process will result in a potentially revised FTE number. This will capture any
known and approved initiatives in 2009/10, and is a process that goes though
substantial review and approval processes.

It is suggested that from July 2009, the proposed ongoing cap is calculated,
and included within the Board approved DAP.

FTE changes not budgeted

Unbudgeted new Management & Administration FTE may well be required in
response to new initiatives rolled out either from Government policy, or from
local initiatives directed at benefiting our populations health needs.

Where these are approved for recruitment, this information should be advised
to the Ministry of Health by the DHBs Human Resources department.
Ministry acceptance would then be received to revise the cap accordingly.

This would also act in the inverse — If a decision is taken to permanently
reduce Management & Administration FTE, for example by position
disestablishment, this would also be notified through to the Moll to reduce
the DHB Cap.



Appendix C 1.}

Implementing Policy Commitments In The Health Sector: Moving
Resources to the Frontline

Ministerial Group
TERMS OF REFERENCE (JANUARY 2009)
Purpose

These terms of reference describe the scope and process for the Minister of
Health’s Ministerial Group. Further detail on the Group's work programme and
structure (including any work streams or subgroups that may be established),
will be approved by the Minister of Health and will be consistent with the
objectives and terms set out in this document.

Background & Purpose

The Government is committed to improving the quality and performance of the
public health service. This means achieving a more efficient, effective and
productive health sector that befter meets the health needs of New
Zealanders. Central to this is greater engagement with clinicians in the
running of the public health service through clinical leadership. We also need
to secure better outcomes from current health spending by moving resources
to the frontline of health care. Current and future financial pressures on Vote
Health, and the array of service challenges that have been identified in the
health sector, make the need for a fresh approach critical.

Against this background, the Minister of Health is establishing the Group to
address the following issues:

» To assist the Minister and Minisiry by providing advice on further
progressing the Government’s priorities around clinical leadership,
productivity and quality patient services;

« To review the existing systems for infrastructure and prioritisation, and
advise improvements;

+ To help meet serious Vote Health financial challenges by providing a
fresh examination of health sector spending, with a view to identifying
low priority/poor quality spending that can be moved to improve
frontline health services.

The establishment of the Ministerial Group, with a wide mix of expertise is
intended to provide an informed and fresh approach that speeds up, and
better integraies, the government's future work in these areas.

Group membership and process

The Ministerial Group will be a Group comprising health sector, management,
clinical and economicffinancial expertise. The Ministry of Health and Treasury
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will each provide a senior official support to the Group, The Review will be
convened for 6 months and appointments will be made to 31 July 2009.

The Group will work with the Ministry of Health and be serviced by the
Ministry of Health. The Group may consult with key external stakeholders and
decision-makers as necessary in the course of its work, although it is not
expected that their advice will be drawn from extensive and lengthy
consultation or analysis of sector or community views. Where significant
policy or operational changes are recommended by the Group, normal
consultation processes will apply in terms of deciding the Government's

response.
Accountability and resources

The Ministerial Group will be appointed by the Minister of Health, and report
directly to the Minister of Health. The Group will deliver its final report to the
Minister of Health by 31 July 2009. The Minister will report back to Cabinet
with the report of his views on the report and its recommendations by 31
August 2009. The establishment of the Group, and its terms of reference, will
be approved in principle by Cabinet and finalised by Ministers delegated by
Cabinet.

The resources and associated costs required to support the Group’s work,
including any release time for clinicians, will be funded from within Ministry of
Health departmental baselines. A detailed budget will be jointly approved by
the Minister of Health and the Minister of Finance.

Scope

The Group will advise the Minister on further steps to progress the
government’s priorities for health, and enhance value for money, focussing in
particular on:

a) Improving performance through enhanced clinical leadership, and
improved quality:

» Initiatives to increase elective services and reduce patient
waiting times, improve access to timely primary and secondary
services and improve productivity and quality of services for
patients

» Ways to establish clinical networks and leadership programmes
to support these goals

» Establishing and fostering greater clinical leadership in primary
care, and across primary and secondary care within DHBs

» Better clinical engagement with DHBs and PHOs

o The acceleration of national gquality and safety improvement
programmes

b) Infrastructure capacity and planning:



Review unapproved capital expenditure requests, and current
workforce, information initiatives and programmes

Ensuring that planning is adequate to deliver the infrastructure
capacity to meet the demands for improved service quality,
especially improved timeliness.

¢) ) Moving resources from low quality spending to better support
frontline services through improving value-for-money:

Testing the Ministry's line-by-line spending review with the
Ministry to identify any additional in-depth reviews or longer term
work that will need to be addressed

Consideration of the Ministry’s role as a manager of a range of
national operational functions;

Selectively reviewing the rest of sector expenditure, including
DHBs, to reduce waste and bureaucracy, and improve spending
quality and patient service;

Review the reporting and accountability processes between the
Ministry, DHBs and PHOs to improve focus and reduce
unnecessary bureaucracy.

Selectively review the plethora of existing Ministerial and
Ministry committees and functions.

The Ministerial Group will provide on-going reports as particular areas of
priority are completed with a final written report by 31 July 2009, and then

disband.

(8]
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Hon Tony Ryall
Noting
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HR20082650: DISTRICT HEALTH BOARD (DHB) FINANCIAL PERFORMANCE
FOR THE FIVE-MONTH PERIOD ENDED 30 NOVEMBER 2008

ACTION REQUIRED

Note the financial performance of DHBs for the five-month period ended 30 November 2008,
and highlight any paragraphs not to be posted on the Ministry of Health’s website. '

MINISTRY OF HEALTH RECOMMENDATION

That the Minister notes the DHB sector financial performance for the five-month period
ended 30 November 2008 resulted in a net deficit of $39.8M that was $4.4M unfavourable o

plan.

It should be noted that in previous monthly reporting for 2008/09, Capital & Coast DHB
recognised a planned gain on land sale of $16.25M in the month of August 2008 that was
unreaiised. In November 2008 Capital & Coast DHB's plan was rephased; the gain on sale is
now planned for June 2009.

That the Minister forwards a copy of this repbrt to the Minister of Finance.

COMMUNICATIONS .
The monthly financial report has attracted limited public interest in the past.

The health report is copied to other State departments, DHB Chairs and DHB Chief
Executives.

The appendices are also forwarded to DHB CFOs who utilise the information to analyse their
perfarmance and benchmark their DHB against the sector.

OTHER VIEWS
Nil. '

ADVISOR RECONMMENDATION/COMMENT
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iy UL Ref. No.: 20082650

MINISTRY OF

HEALTH

MANATG HAUOQRA

20082650 HCO07-16-2

Hon Tony Ryall

DISTRICT HEALTH BOARD (DHB) FINANCIAL PERFORMANCE FOR THE FIVE-
MONTH PERIOD ENDED 30 NOVEMBER 2008 |

Consolidated Statement of Financial F’erformaﬁce ($°000)

30 November 2008
Year to Date
%
Actuai PI;TSEC! Variance  Variance
an *
$'000 $'000 $ 000

TOTAL REVENUE 4,841,621 4,768,849 71,771 1.5%
Operating Costs

Personne] Costs : 1,719,618 1,720,211 - 593 . 0.0%

Qutsourced Services 179,985 145587 (34,398)  (23.6%)

Clinical Supplies 428,264 404,665 (23,599) (5.8%)

Infrastructure/Other Supplies 505,634 494,809 (10,825) {2.2%)
Subtotal 2,833,500 2,765272 (68,229) (2.5%)
Payments to Providers :

Personal Health 1,415,535 1,398,371 (17,164) {1.2%)

Mental Health 162,712 167,706 4,994 3.0%

Public Health 6,611 4,968 (1,643) . (33.1%)

Disability Support Services 446,931 448,083 1,152 0.3%

Maori Health 16,111 20,826 4,715 22.6%
Subiotal : ' 2,047,200 2,039,954 (7,947) {0.4%)
TOTAL EXPENSES 4,881,401 4,805,225 (76,175} {1.6%)
NET RESULT (39,780) {35,376) {4,404) {12.4%)
Average FTEs YTD 52,828 53,660 832 1.6%
Avg Annual Cost Per FTE ($) ** 78,123 76,939 (1,184) (1.5%)
Case Weighted Discharges - Inpatienis 238,687 203,048 35639 - 17.8%
Case Weighted Discharges - Daypatients ‘ 45,590 69,734 (24,143) {34.6%)
Total Case Weighted Discharges™* ' 284,278 272,782 11,496 4.2%
Note:

* The % column shows the year o date variance as a p'ercentage of phased plan.
“ The cost per FTE is calculated by annualising YTD Personnel Costs divided by the average YTD FTEs .

© *** Figures provided in the monthly financial tempiétes.



It should be noted that in previous monthly reporting for 2008/09, Capital & Coast DHB recognised
a planned gain on land sale of $16.25M in the month of August 2008 that was unrealised. In
November 2008 Capital & Coast DHB's plan was rephased; the gain on sale is now planned for

June 2008.

Advice

1. This report presents an overview of the financial performance of the DHB sector for the five-
month period ended 30 November 2008 based on data provided by the DHBs in monthly
financial templates.

2. 17 DHBs had approved District Annual Plans (DAP) for the 2008/09 fi nanonal year at 30
November 2008.

3. The DHB sector financial performance for the five-month period ended 30 November 2008
resulted in a sector deficit of $39.8M that was $4.4M unfavourabie to plan. Average Full
Time Equivalents (FTE) year to date (YTD) continue io be below planned levels (1.6%),
highlighting the difficulties facing the sector in the recruitment and retention of permanent

staff.

4. Once this report has been signed by the Minster of Health, the report will be posted on the
Ministry of Health (the Minisiry) website, exclusive of any paragraphs containing free and
frank advice. The address at the Ministry’s website for locating this information is as follows:
http://www.moh.govt.nz/dhbfp and select DHB Financial Performance Reports.

Recommendations
The Ministry recommends that you:

(a) note that the DHB sector financial performanée for the five-month Yes/No
period ended 30 November 2008 resulted in a net deficit of
$39.8M that was $4.4M unfavourable fo plan. -

(b) note that 17 DHBs had approved DAPs for the 2008/08 year as Yes/No

at 30 November 2008.
(c) highlight any paragraphs you do not want to be posted on the Yes/No
Ministry’s website.
(d) refer this réport to the Minister of Finance for his information. Yes/No
Anthony Hill

Deputy Director-General
Sector Accountability & Funding

MINISTER’S SIGNATURE:

DATE:
Ministry.-Contact 1: Ministry Contact 2: Ministry Contact 3:
Name: John Hazeldine Name: Bridget Hesketh Name: Tracy Roberts
Phone: 04 496 2396 Phone: 04 496 2409 Phone: 04 816 2699
Cell: 0272713218 Cell: 021802 416
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Copy to:

DHB Chairs and DHB Chief Executives

Treasury — State Secior Performance Branch
Crown Health Financing Agency

Depariment of Prime Minister and Cabinet

Deputy Commissioner, States Service Commission
Director-General of Health

Deputy Director-General Corporate Services
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ENCLOSURE TO HEALTH REPORT 20082650

BACKGROUND INFORMATION
1.

This enclosure provides a summary of the financial performance of the DHB sector for the

five-month period ended 30 November 2008 and shows a net deficit for the sector of $39.8M
($4.4M unfavourable to the planned $35.4M deficit).

cross add.

Tables and appendices have been compiled from rounded data and may not necessarily

Consolidated Statement of Financial Performance ($'000)

TOTAL REVENUE

Operating Costs
Personnel Costs
Qutsourced Services
Clinical Supplies
Infrastructure/Other Supplies

Subfotal

Payments to Providers
Personal Health
Mental Health
Public Health
Disability Support Services
Maori Health

Subtotal

TOTAL EXPENSES
NET RESULT

Average FTEs YTD
Avg Annual Cost Per FTE ($) **

Case Weighted Discharges - inpatients
Case Weighted Discharges - Daypatients
Total Case Weighted Discharges™

Note:

30 November 2008

Year fo Date
%
Actual PI;?sed Variance  Variance
an -

$'000 $ '000 $'000
4841621 4769849 71,771 1.5%
1,719,618 1,720,211 593 - 0.0%
179,085 145,587 (34,398)  (23.6%)
428,264 404,665  (23,599) (5.8%)
505,634 494,809 (10,825) (2.2%)
2,833,500 2,765,272 (68,229) (2.5%)
1,415,535 1,398,371 (17,164) (1.2%)
162,712 167,708 4,994 3.0%
6,611 . 4,968 (1,643)  (33.1%)
446,931 448,083 1,152 1 0.3%
16,111 20,826 4,715 22.6%
2,047,900 2,039,954 (7,947) (0.4%)
4,881,401 4,805,225 (76,175) {1.6%)
(39,780) (35,376) (4404} (12.4%)
52,828 53,660 832 1.6%
78,123 76,939 (1,184) {(1.5%)
238,687 203,048 35,639 17.6%
45,590 69,734 (24,143)  (34.6%)
284,278 272,782 11,496 4.2%

* The % column shows the year to date variance as a percentage of phased pian.
* The cost per FTE is calculated by annualising YTD Personnel Costs divided by the average YTD FTEs .
** Figures provided in the monthly financial templates.

The above table summarises the Statemenf of Financial Performance for the sector for the

five-month period ended 30 November 2008, and is compiled from monthly financial

templates submitted by DHBs.

Total revenue for the period is $71.8M (1.5%) favourable to plan. The favourable variance is

primarily due to increased funding being allocated to DHBs for Very Low Cost Access and

1
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Under Six funding, Care Plus funding, the Human Papilloma Virus Immunisation programme,
additional Senior Medical Officer funding and Breast Screen Aoteroa funding.

Expenditure in Personnel Costs at $1,719.6M is in line with plan. Average year to date (YTD)
Full Time Equivalent (FTE) personnel as at 30 November 2008 are 1.6% below plan, with the
average consolidated cost per FTE being 1.5% greater than plan. This reflects the increased
cosis to recruit and retain personnel.

Outsourced Services reflect an unfavourable variance to plan of $34.4M (23.6%). The
majority of this unfavourable variance ($24.4M) is attributable to outsourced medical staff
(Medical, Nursing, Allied Health and Support Personnel) which is indicative of the difficulties
facing the sector to recruit and retain permanent staff. Ouisourced management costs
(personnel and contracted services) are unfavourable by $4.8M whilst outsourced clinical
services are $5.2M unfavourable fo plan.

For the period ending 30 Novem_ber 2008:

. Eight DHBs reported operating surpluses.

. Thirteen DHBs reported deficits of which twelve had planned for deficits.
. Twelve DHBs returned unfavourable variances to plan:

. Nine DHBs returned favourable variances to plan.
The following DHBs reported significant year to date variances fo plan:

. Auckland DHB reported an unfavourable to plan variance of $4.9M, mainly occurring in
the Provider arm. This continues to be predominantly due to additional outsourcing of
clinical workload and higher drugs and material usage, offset against favourable to ptan
personnel costs.

. Otago DHB reported a deficit of $4.7M that was $2.4M unfavourable to its DAP (not yet
approved). This variance was primarily driven by unfavourable to plan personnel costs
and other provider personal health expenditure (predominantly pharmaceutical, dental
and primary health care costs). '

. Canterbury DHB reported a deficit of $5.1M that was $1.9M unfavourable fo its DAP.

The unfavourable variance predominantly occurs in the Funder arm where the main
drivers are higher than planned expenditure in the areas of pharmaceuticals and aged
residential care (private hospitals and rest homes). :

. MidCentral DHB reported a deficit of $5.1M resulting in an unfavourable to plan
variance of $1.9M. The primary driver to the unfavourable result was unplanned
medical personnel and outsourced medical expenditure.

. Nelson Marlborough DHB reported a surplus of $2.6M that was $3.3M favourable to
plan. The favourable variance continues to mainly occur in the Funder arm and is
predominantly driven by additional elective funding (prior year wash-up) and favourable
o plan expenditure in the areas of mental health and the health of oider persons.

. Capital & Coast DHB reported a deficit of $18.2M that was $5.4M favourable to its DAP
(not yet approved). Discussion with the DHB indicates that approximately $4.5M of the
favourable to plan variance is due to non-inclusion of expenditure (inter district flows
and electives) in the Funder arm while the income is included in the Provider arm. It
should also be noted that in previous monthly reporting for 2008/09, CCDHB
recognised a planned gain on land sale of $16.25M in the month of August 2008 that

2
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10.

11.

was unrealised. In November 2008 CCDHB'’s plan was rephased; the gain on sale is
now planned for June 2008. '

Funder arm: Total revenue is favourable fo plan by $37.6M (0.9%). The favourable revenue

variance primarily relates to Canterbury DHB ($14.1M favourable to plan), which has
recognised additional devolved funding and side contracts that were not included in the plan.
In addition, Canterbury DHB has recognised a Pharmac rebate as revenue whilst this rebate
is offset against expenditure in the plan.

Payments made by the Funder arm to the DHBs own. Provider are $4.0M (0.2%)

- unfavourable to plan, while payments to other providers are $7.9M (0.4%) unfavourable to

plan, meaning $25.7M of additional funding is yet to be distributed.

Whilst total payments to other providers were in line with plan the following DHBs reported
significant year to date variances to plan: ‘

+ Hawkes Bay DHB reborted an unfavourable to plan variance (6.8%) which continues to be
mainly due to community pharmaceuticals and health of older people costs (aged
residenﬁal and home based care).

» Tairawhiti DHB reported an unfavourable to plan variance (6.5%) which is driven by an
over spend in demand driven services, notably in the prowswn for new services (i.e HPV,
Oral Health, B4 Schools and the Mortallty review) and in the area of pharmaceutical and
travel expendlture

. Canterbury DHB repor’ted an unfavourable to plan variance (5.6%) which is driven by
additional costs associated with additional revenue and the treatment of the Pharmac
rebate as revenue (as noted above).

e Whanganui DHB reported a favourable to plan variance (5.6%) in payments to other
providers and was coniributed to by delays in the implementation of services.

Provider arm: Net results range from West Coast DHB with the highest deficit at 24.8% of
revenue to Counties Manukau DHB with the highest surplus at 0.8% of revenue. In dollar
terms Capital & Coast DHB reports the highest deficit at $22.7M ($0 2M unfavourable to
plan) and Counties Manukau DHB has the highest surplus at $2.0M.

The total Provider arm deficit of $65.0M is $32.0M unfavourable to plan. The main driver is
Waikato DHB who reported a Provider arm deficit of $6.4M that was $11.1M unfavourable to
plan. This variance is driven by an underpayment from the Funder am against plan and
additional expenditure incurred, notably in the area of clinical supplies and personnel costs
(including outsourced personnel costs).

Case Weighted Discharges (CWD): The sectors overall perfonﬁance is ahead of plan by
4.2%. Five DHBs report CWD delivered less than plan while 16 DHBs report CWD delivered
greater than plan. '

The foliowing DHBs reporied significant year to date variances to plan:

o Waitemata DHB reported the highest level above plan .(16.4%). The DHB has

reinterpreted the CWD definition subsequent to submitting the planned data which has
contributed to the overstated favourable varance. A revised plan has been requested
from the DHB to identify actual variances. ‘

» Wairarapa DHB reported the second highest level above plan (10.5%) as a result of
higher than expected acuity levels over the winter months. -
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» Waest Coast DHB reported the largest unfavourable to plan variance (9.0%). This variance
is primarily a result of staff shortages and unrealised additional elective CWDs that were
planned.

» Capital & Coast DHB reported the second largest unfavourable to plan variance (6.3%).
When taking into consideration additional activity that was uncoded at the time of filing the
CWD data the DHB’s CWDs are marginally above plan.

FTE: The YTD average FTEs for the sector are below plan, primarily in Alfied Health and
Medical FTEs, highlighting the difficulties facing the sector in the recruitment and retention of
permanent staff.

e Auckland DHB reported FTEs 369 (4.6%) below plan predominantly in the areas of
management/administration and allied health. Outsourced personnel continues to be
utilised to fill these vacancies (YTD outsourced personnel costs $3 8M unfavourable to

plan).

s Waitemata DHB reported FTEs 139 (2.7%) below plan predominantly in the areas of
medical and allied health due to continued difficulty in recruiting staff.

e Northland DHB reported FTEs 108 (5.4%) below plan predominantly in nursing and
medical which continues to be due to unfilled vacancies.

« Canterbury DHB reported management/administration FTEs 47 above plan (4.3%). The

.DHB note that this is due to an increase in administration staff in the Provider arm to

" relieve nursing staff from some of their administration duties while the nursing staff
manage with siaff shortages.

The consolidated cost per FTE is 1.5% greater than the planned cost. A major contributor to
this unfavourable variance is the higher rates being paid for Medical FTE. The majority of
DHBs report total average compensation per FTE within $4,000 of plan.

» South Canterbury reported a variance that was $7,000 less than plan. The variance
continues to be mainly driven by total personnel costs less than plan whilst average FTEs
were greater than planned levels.

Balance Sheet: Appendix seven reflects an abbreviated Balance Sheet, and was requested

specifically by the DHBs in order to facilitate analysis. The appendix further provides ratios
which allow the DHBs to analyse results .against other DHBs of comparable size and
communities of interest. Whilst some of these ratios are also utilised by the Crown Health
Financing Agency (CHFA) they approach them from a lenders perspective, and as such the
results may differ.

Capital expenditure: for the sector is behind plan due mainly to

. timing delays in payments — notably Capital & Coast DHB and Bay of Pienty DHB
. delays in initiating capitél projects — notably the Lakes DHB Redevelopment

Five DHBs are currently undertaking major capital works — Nelson Marlborough, Bay of
Plenty;, Capital & Coast; Counties Manukau and Waikato.

Capital charges: The 2007/08 capital charge has been calculated based on audited results;

the resulting wash-up is identified in Appendix 9. Where additional capital charge is owed,
payment is due on 28 January 2009 (sector total $19.0M).
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IMPLICATIONS FOR REDUCING INEQUALITIES
17. There are no implications identified in this report for reducing inequalities.

APPENDICES ATTACHED TO ‘ENCLOSURE TO HEALTH REPORT 20082650:
Appendix 1: DHB Nét Results by Arm for the five-month period ended 30 November 2008.
Appendix 2: DHB Funder Arm Revenue Allocation for the five-month period ended 30

November 2008 separated info payments to own Provider and Governance, and
payments to Other Providers.

Appendix 3: DHB Provider Arm Results for the five-month period ended 30 November 2008.

Appendix 4: Case Weighied Discharges for the ﬁve—ﬁnon‘ch period ended 30 November 2008.

Appendix 5: Average YTD Consolidated FTE Numbers by DHB as at 30 November 2008.

Appendix 6: Annualised Average Consolidated Cost per FTE by DHB for the fi ve»month
period ended 30 November 2008.

Appendix 7: DHB Balance Sheet as at 30 November 2008.

Appendix 8: gggétai Expenditure per DHB for the five-month period ended 30 November

Appendix 9: ' Qutstanding Capital Charges as at 30 November 2008.

Compendium: “One-page” Summary Reports per DHB as at 30 November 2008.
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i Parformance Surﬁmary e e o
‘Monitoring Level : Standard Monitoring

For the period ended : 30 November 2008

Year-to-Date {YTD) Annual

. Actual Plan Var Plan 3000 Monthly Net Results
Net Result : Surplus / (Deficit) $'000 , $'000 | | ]
Governance (100) (454) 354 sam) | 2
Provider ‘ (1.468) 738 (2,206) (2,490) 1000
Funder (2220) (2141) (79|  (1,665)
DHE Consoclidation (3,788) (1,857) (1,331) {4,699) °%
Capital ' $ '000 $ '000 1000 J
Total Capital Expenditure 7,752 4,603 3,149 13,035
Net Equity Movement 0 0 0 oo [ B
Key Performance Indicators -3000 < i
YTD Average Full Time Equivalents 2077 2105 29|  2,105{ 5558888333888 8%8
Case Weighted Daypatient Discharges 1,785 2415  (831)] 5719 o ﬁlaﬁm":y Aﬁ'; Ui s hafed"jus;esi lafs o 2
Case Weighted Inpatient Discharges 1 B180 7,085 1,115 16,729

Introduction :
MidCentral DHE reported a consolidated deficit of $3.8M, that was $1.9M unfavourabie to plan YTD.

YTD revenue was $0.6M favourable fo plan, while expenditure was $2.5M unfavourable to plan.
The primary driver to the unfavourable result was unplanned medical personnel and outsourced medical expenditure.

Governance Resulis
The Govemance arm reporied a deficit of $0.1M, that was $0.4M favourable to plan YI'D

Provider Results
The Provider arm reported a deficit of $1.5M, that was $2.2M unfavourable to plan YTD.

YTD revenue was $0.6M favourable to plan, while expenditure was $2.8M unfavourable to plan.
Average YTD FTEs were 29 below planned ievels, while average FTE cost was 4.6% above plan. This was reflected in the unfavourable
personnel cost of $2.2M. Outsourced costs were $1.2M unfavourable to plan, with medical costs representing 52% of this variance.

Case weights were 484 (5.1%) above plan.

Funder Results

The Funder arm reported a deficit of $2.2M, that was $0.1M unfavourable to plan YTD.

YTD revenue was $1.9M favourable to plan, while expenditure was $2.0M unfavourable to plan.

The favourable revenue variances were additional Ministry funding ($1.3M) and additional IDFs {$0.6M). The unfavourable expenditure varianc

included expenditure related to additional revenue paid to the DHB Provider for increased throughput ($1.7M).

N

Capital Expenditure
Total capital expenditure at $7.8M, was $3.1M above plan YTD, reflecting a timing difference related to expenditure planned in 2007/08

yet incurred in 2008/09 (Linear Accelerator and Bunker).
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22 December 2008

HC06-27-2-6
Mr Murray Georgel
Chief Executive Officer
MidCentral District Health Board
Corporate Office
PO Box 2056,
. Palmerston North Central
PALMERSTON NORTH 4440

Dear Mr Georgel

FUNDING ENVELOPE 2009/10 AND PLANNING ASSUMPTIONS FOR 2010/11
AND 2011/12

This letter provides funding advice for your District Health Board (DHB) for devolved
services for 2009/10 and provides funding planning assumptions for 2010/11 and
2011/12. The revenue information within this letter should be used in the preparation
of your 2009/10 District Annual Plan (DAP).

The Minister of Health has agreed that this funding package can be released to
DHBs for planning purposes. As usual, the funding information is subject to Cabinet
endorsement and the Government Budget process. This early announcement is to
enable you to plan ahead and is a significant benefit for DHBs and the Ministry of

Health (the Ministry).

New funding

DHB funding is based on the Population Based Funding Formula (PBFF). The
funding package has been designed to ensure the maintenance of per capita service
coverage, in order to advance five particular Government commitments (see
appendix two), and to meet the performance expectations that will be outlined in the
letter of expectations in February 2009.

The forecast funding track (FFT) for 2009/10 has been calculated as 3.116%, and
demographic funding as 1.678%. Additional revenue has been provided as a
contribution to ensure that Government commitments are met.



The Minister's expectation from DHBs:

1. DHBs will maintain core services and use demographic increases for
additional volumes including electives growth. This must be
demonstrated in your District Annual Plan

1. DHBs will not deteriorate their financial positions

2. DHBs are directed to implement the five government commitments (the
funding contribution to these commitments is contingent upon this
expectation being demonstrated in your 2009/10 District Annual Plan-see
appendix two for further details).

The current package includes an envelope of funding to contribute to achieving some
of the new Government’s objectives. You should describe your proposals for this
funding in your 2009/10 DAP. The affordability of the overail package is dependent
upon DHBs delivering to Government expectations, including financial results. In
order to assemble this funding package the Government has had to utilise the bulk of
the funding within the health allocation.

| note a number of coliective employment agreements expire in the 2009/10 year. It
is the Government’s clear expectation that renegotiated agreements are affordable

within FFT.

You will be aware that the health sector, along with the rest of the public sector, faces
a tighter fiscal environment. Vote Health is facing a declining rate of new growth: it is
therefore critical that boards work to obtain greater productivity within the funding the
Government has made available.

| am aware your Board’s recent advice to the Minister of Health your Board was likely
to run a small deficit for 2009/10. Given the level of funding your board is to receive |

expect your Board will break even for 2009/10 and there will be an increased level of
services provided. This will be demonstrated in your District Annual Plan.

Planning signals for 2010/11 and 2011/12

We have estimated your funding increases for the out-years based on forecast FFT
of 2.67% for 2010/11 and 2.67% for 2011/12 plus a conservative assumption for
demographics. Actual funding allocations will depend on the updated PBFF for each
year and are therefore subject to change.

For the 20010/11 year your Board should plan on 3.7% revenue growth.
For the 2011/12 year your Board should plan on 3.7% revenue growth.

Longer term out-year growth for the District Strategic Plan will be provided in the new
year.



Financial templates
Revised financial templates will be provided electronically prior to 25 December

2008.

Details
For further details of the package piease see the appendices.

Appendix Contents

DHB individual results

Funding to advance Government pricrities

Technical report - DHB Funding Package for 2009/10
Funding for Elective Services 2009/10

(N =

Due to the complicated nature of putting together the package it would be useful for
your staff to pay particular attention to the following technical areas:

e Changes to inter-district flow (IDF) prices

e Rebasing for IDF prices

» The pharmaceutical cancer treatment budget and IDFs

= The NHI domicile problems in the greater Auckland region

Teleconferences
My staff will be running teleconferences on Tuesday 23 December 2008 to explain
details behind the 2009/10 DHB funding packages.

Region Time

Northern 09.30am — 10.30am
Midland

Central 11.00am - 12.00pm
Southern

To dial into a teleconference dial 083033, followed by pin 881504#.

Minister’s letter of expectations

The Minister will formalise his priorities and expectations in February 2009 through
his Letter of Expectations. At the same time the Ministry will advise you of the
associated health targets and accountability measures that will apply for 2009/10.

In the meantime, to support your planning processes, the latest version of the
2009/10 DHB Planning Package, excluding reporting requirements, can be accessed
on the Nationwide Service Framework library website, http://www.nsfl.health.govt.nz.

Finally 1 would like to take this opportunity to express my appreciation to the many
DHB staff who have participated in the funding related work streams this year. We



have coilectively worked on the Population-based Funding Formula (PBFF) review,
inter district flow volumes and pricing.

Yours sincerely

Stephen McKernan
Director-General

Copies via email to CFOs, GM Funding & Planning

Enclosed with electronic copy:
o Disability support services first offer
o 0910FEBOOK Dec08 release (excel workbook).

Available from Quickplace:
e Al IDFs
IDF price book 2009/10
IDF methodology notes 2009/10
IDF merge technical note
PBFF review report (pre-publication) — available early 2009



Appendix one: DHB Funding Advice 2009/10
Results for MidCentral District Health Board

Mid Central PHB
Table one Summary § GST exclusive
Population part of funding 396,302,666
Transitignal funding 0
Top-slices
Primary Maternity 494,795
SMO Funding 304,225
Total Top Slices 799,020
2009/10 Appropriation 397,101,686
IDF Inflow 39,103,204
Total revenue including TDF inflow 436,204,889
IDF Outflow -44,188,582
Expected CYFS IDFs -166.524
Total revenue includi'ng NET IDFS 391,849,784
Table two  Calculation of 2009/10 funding advice $ GST exclusive
Dec 2008 Base Starting point 371,497,787
Total 2009/10 changes to base 162,507
IDF Rebasing -510,982
Total Adjusiments -348,475
Demographic Graowth 9,750,620
FFT 11,555,533
Funding to advance Government priorities 4,646,221
2009/10 Appropriation 397,101,686
1. Total 2009/10 changes to base consist of:
Reduction im SMO settlement fimding -38,000
Reduction in the development & maintenance of PHO planning &
response to local, regional or national health emergencies -37,000
Human Papillomavirus Immunisation programme 184,555
National Assessment of Reduced Pharmaceutical Co-payment for all

52,952

Scripts over §3

162,507



Appendix two: Funding to advance Government priorities

DHBs are expected to maintain base services, increase core services in line with
demographic funding growth and to implement the following five government
manifesto commitments.

Boost funding for medicines by an extra $180M over three years to expand the
availability of subsidised medicines.

The Minister's expectation is that funding for the medicines budget (community
pharmaceuticals and pharmaceutical cancer treatments) will increase in 2009/10 by
$40M over the 2008/09 base expenditure. The $40M is made up from:

Increase in funding for Herceptin funded from Ministry $ 5.3M
DHB contribution from package $34.7M

Note the $34.7M includes the provisional agreement fo increase medicines
expenditure by $19M.

DHBs should discuss any increase to apply to the pharmaceutical cancer treatments
with the DHB/Ministry cancer programme.

DHBs should demonstrate this commitment has been met by providing a copy of the
agreement with Pharmac to the Ministry by end of April 2009.

Improving the quality of supervision and nursing in rest homes

The Minister's expectation is that the funding increase for the aged residential care
contract negotiations is made up from full FFT plus an additional $18M. The $18M is

to be funded from this package.

The funding is to improve the quality of supervision and nursing in rest homes by
helping rest homes support and retain nursing staff.

DHBs should demonstrate that this commitment has been met by providing the
Ministry with details of the negotiation parameters by end of February 2009. Final
confirmation of settlement to be sent to the Ministry by the lead CEO.

Kick-start the devolution of services to primary care

The Minister's expectation is that DHBs will invest $6.5M on this initiative in 2009/10
rising to $13M in 2010/11 ongoing.

Respite-care
The Minister's expectation is that DHBs will invest an additional $2.5M in 2009/10
rising to $6M in 2010/11 ongoing. This funding is specifically targeted at dedicated



respife-care beds. This will mean an elderly person can stay in their own home for
longer, and the wellbeing of their caregiver (usually a family member) will also be

protected.

Post-natal stays
The Minister's expectation is that DHBs will invest an additional $5.5M in 2009/10

rising to $11M in 2010/11 ongoing. This funding is to ensure that mothers have the
choice to stay in birthing facilities longer so they can establish breastfeeding and the

confidence to return home.

For the above three initiatives DHBs will demonstrate initial commitment by
identifying in the 2009/10 DAP the funding for these initiatives and their ability to

support implementation.

The Ministry will send a follow up letter in early 2009 covering more detail on the
implementation of these initiatives.



Appendix three: Technical report - DHB Funding Package for 2009/10

Overview
DHB funding is based on population based funding formula (PBFF) shares.

The DHB funding package calculations are in the file 0910FEBOOK Dec08 release.
This note describes the funding advice following the steps in the spreadsheets. The
spreadsheet tabs are referenced for each section.

Contents

Calculations: population funding
Calculations: top-slices
Changes to PBFF

Changes to inter-district flow prices
Mental Health

Inter district flows

Pharmaceutical Cancer Treatments
Domicile coding issues

NO R WN

1. Calculations: population funding (calcs 0970)

New funding
New funding was added for FFT and demographics. Demographics increase was

1.678%. The FFT increase was 3.116%

'FFT was calculated based on 0.65% of the labour cost index (LC!) plus 0.35% of the
consumer price index (CPI), to this was added 0.5% for technology. No additional
efficiency deduction was made to the FFT.

Additional funding was added to advance Government priorities ($99M, plus $15M
from tagged demographics: the $15M is for the first year's implementation costs for
three Government priorities - as outlined in Appendix two.) This additional funding is
dependent on demonstration of proposed utilisation in your DAP.

Start point funding (sourced from RECONCILE)

The start point for calculations was the January 2009 update for 2008/09 funding.

Transitional funding

This funding was decreased by 0.5% or 1.0%. However transitional funding then had
to be increased again for some DHBs to ensure the FFT minimum increase.

Minimum increase
The minimum increase for each DHB is set at 4.37%.

Funding cap
A cap of 7% has been set on funding increases.



Rebasing for IDF price changes (source IDF rebase)
IDF prices have changed as outlined in section 4 below.

In order to ensure that DHBs have funding to meet these IDF price increases we
have moved funding from DHBs who will receive the higher IDF payments to the
DHBs who will pay the higher IDF payments. This is known as rebasing.

DHBs on the minimum funding increase of 4.37% receive this after the effect of the
IDF price change.

Where a DHB is funded at their PBFF share the rebasing does not change their final
PBFF funding.

When looking at your funding please be aware that any negative change in funding
due to rebasing will be off-set by a positive change in net IDFs. Alternatively, any
positive change in funding due to re-basing will be off-set by a negative change in net
IDFs. This way, gains and losses due to the IDF price changes are built into the

funding advice.

2. Changes to top sliced funding (topslices 0910)
DHBs will receive $155M in top-sliced funding outside of PBFF. There are a number
of changes to top-sliced funding.

National service funding

This was increased during the 2008/09 year for the expansion of organ donor
services. A further increase is proposed of $0.5M from 2008/09 onwards to cover the
cost of the clinical network for paediatric rheumatology, immunology and allergy.
Funding will come from within existing DHB appropriations. Increase for 2009/10 is
based on a 4% price path and average demographics.

Bad debts funding
DHBs are funded where they have costs for ineligible patients’ bad debts over and

above the average. This amount has been recalculated based on the average for the
last 3 years. The amount increased from $2.8M to $4.2M. Increase for 2009/10

based on FFT.

Funding for primary maternity

The funding amounts for four DHBs do not reflect their current level of expenditure.
For Counties Manukau this was due to late claiming in the year used to set the base;
for Hutt and Northland it is due fo the shortage of community mid-wives; and for
Lakes it was associated with a rapid increase in ultrasound demand. The cost of this
adjustment is $1.9M in 2008/09 and $2.2M from 2009/10 ongoing. Funding for this
can come from within existing DHB appropriations. Increase for 2009/10 based on a
4% price path and DHB specific demographics.




Land adjuster
For 2008/09 an $8M adjuster was given to Auckland DHB recognising the very high

cost of capital they pay on land relative to other DHBs. It is recommended that this
adjuster is continued for a further year while work continues on policy for capital
charge on land. Auckland DHBs additional costs due to high land valuations is
significantly higher than any other DHB.

Primary Health Organisations (PHO) top-up

The PHO top-up was created on a temporary basis when PHO funding was roiled
into the PBFF system. At that time a number of DHBs had an enrolment leve! over
the target 97% (and in some cases above 100%). The top-up was based on the
additional costs over the 97% enrolment level. It is now proposed that the top-up be
restricted to those with enrolments above 100% (Lakes at 103% and Northland with
102%). This reduces the top-slice from $5.4M to $0.9M. It is suggested that this is
reviewed again next year with a view to remove.

Forensic funding

Funding for inpatient forensic services was set up as a temporary top-slice for three
years from 2007/08 while issues around inter district flows and DHB risk sharing are
explored. This work has been expanded to include all top-sliced funding and will
continue in 2009. increase for 2009/10 based on a 4% price path and average

demographics.

Elective services funding for Otago

- Otago DHB in 2007/08 decided to count the additional electives they already provide

against their electives targets and to use part of their transitional funding to achieve
this which resulted in $2.8M of Otago’s transitional funding being top-sliced for this

purpose. Increase for 2009/10 based on a 4% price path and DHB specific

demographics.

Child Youth and Family {CYF) residences

The Ministry proposes to set this funding as a top-slice funded from within DHBs
existing appropriations. The amount involved is still to be finalised, but the Ministry
recommends setting aside $4M for the provisional top-slice. Each DHBs PBFF share
of this funding has been set aside to meet the IDF costs. The IDF funding for the
DHB will be withheld until the Ministry receives confirmation from the DHB of service
that appropriate services have been put in place.

3. Changes to PBFF (PBFF)

In 2008, the Ministry worked with DHBs to review the PBFF. In line with feedback
from the sector, only minor changes were proposed. Cabinet has approved the
recommendations of the review. The PBFF will continue to consist of:



» A set of mean resident populations for each DHB, projected by Statistics New
Zealand, and divided into age, sex, ethnic (Maori, Pacific, Other) and New
Zealand Index of Deprivation Quintiles (NZDep2006);

* A set of weightings for these different demographic groups, based on the
national average cost of providing health and disability services to people in
these groups;

* An additional “unmet need” weighting which increases the population
weightings for Maori, Pacific people and those in the two NZDep quintiles of
highest deprivation;

e An adjustment for the unavoidable differences in costs that DHBs face in
providing or funding services to eligible overseas visitors; and

» An adjustment for the unavoidable differences in costs that DHBs face in
providing or funding services to rural communities.

The main changes to PBFF shares have come about through the following technical
changes:
» The costs per person weights have been updated
+ The populations used in the model have been updated
e The rural adjuster model has been updated (but the diseconomy adjuster for
small facilites and community services remains unchanged pending an
update in 2009)
¢ The refugees component of the overseas adjuster has been increased

Each year the Ministry commissions updated population information from Statistics
New Zealand. This vear's projections reflect an increase in net migration and
changes to the expected growth between regions. This information has changed

DHBs PBFF shares.

4. Changes to inter district flow prices
Inter-district flow prices have changed as follows:

e Technical prices have been set based on the 2006/07 cost data with the
standard efficiency adjustment applied to the price weights;

« WIESNZ09 has been implemented for casemix purchased services;

e Caemix funding has been implemented for inpatient maternity services;

o Uplift from 2006/07 to 2007/08 is based on estimated provider arm cost per
unit growth of 6.7893%;

o Uplift from 2007/08 to 2008/09 is based on the 3.298% of FFT;

+ Uplift from 2008/09 to 2009/10 is based on the 4% price path.

Overall, there is an 8.28% increase in the casemix price from 2008/09 to 2009/10.
The tertiary adjuster pool has been increased by $3.86M or 3.3% from 2008/09 to
2009/10. Percentage changes for other non-casemix prices are variable.

For more information on specific key pricing changes, please refer {o the Final Advice
to October CEO Group Meeting Part 1: Principles and Part 2: 2009/10 national prices
papers located on the link below:



http://iwww2.moh.govt.nz/QuickPlace/dhbfunding/PagelLibraryCC2573C9006E2813.nsi/h_Index/ESE7
22219DDF87D8CC2574E100032173/?0OpenDocument

5. Mental Heaith Funding

As a follow up to the PBFF review an advisory group considered the feasibility of
running a separate mental health PBFF to improve the alignment between PBFF
funding and Mental Health ring-fence funding. The consensus of the advisory group
was that this had considerable risk attached and was too complex a change to be
implemented in the time frame. For 2009/10 the Ministry will provide DHBs with a
comparison between their current Mental Health ring-fence funding and their PBFF
mental health positions. This will be for information only and will be provided
alongside a letfer on Mental Health funding early next year. During 2008 there will be
further consideration of a way forward to improve the alignment between the two

methods.

6. Inter-district flows (IDFs)

The inter-district flow (IDF) prices have changed as outlined in the report to CEOs.
For more detail on IDF calculations see the methodology notes or the technical note
on the IDF merge (both on Quickplace).

7. Pharmaceutical Cancer Treatments

The inter-district flows for this have been set based on the July 2008 claims. This will
be re-estimated after 6 months data is available. Please ensure that your financial
staff has discussed this budget line with the appropriate service managers in order to
make appropriate allowance for this cost.

The changes associated with the move to 12 months Herceptin have not been
included within this package but will be notified in the New Year.

8. Domicile coding

I understand that during this year's IDF work programme problems were identified
with the domicile coding within the greater Auckland region. My expectation is that
Counties Manukau, Waitemata and Auckland will work with one another to resolve
the funding implications associated with errors in domicile recording related to the
NHI scrubber. The Ministry will process any agreed changes to IDFs identified

through this process.



Appendix four: Funding for Elective Services 2009/10

Elective services are a priority for this Government. This is reflected with the
implementation of the Tackling Waiting Lists plan as a key action on the 100 day
plan.

Elective services funding from the Ministry of Health is via four streams; the
orthopaedic, cataract, elective and ambulatory initiatives. New funding for cardiac
surgery was announced in 2008 and for the current year has been available through

the electives initiative.

Funding for elective surgery has become complex, and a number of policy changes
are being considered for 2009/10. The intent is to streamline funding mechanisms,
ensure that DHB funded investment in elective services keeps pace with population
growth and ensure that efforts are directed towards ensuring increased levels of

service are achieved.
Further advice will be provided in February 2009.

Table One: Indicative Funding Allocations for 2009/10

23&9;'1:0 Cataract Orthopaedic  Ambulatory Elective Cardiac Total
shares Initiative Inifiative Initiative Initiative Funding '

Auckland 9.38% $730,575 $6,900,787 $982,584 $9,014,571 $982,584 | $18.,611,102
Bay of Plenty 5.49% $427,905 $4,041,858 $575508  $5279,922 $575,509 |  $10,900,703
Canterbury 11.20% $672,330  $8,239,762  $1,173237  $10763.688  $1,173237 | $22.22054
Capital & Coast 5.85% $455453  $4,302,064 $612,559  $5,619,832 $612,559 | $11,602.468
Counties Manukau 10.69% $833,254  §$7.870,655  $1120681  $10.281,52F  $1,120681 | $21,.226792
Hawkes Bay 3.96% $308,166 $2,910,843 $414.467 $3,802,465 $414 467 $7,850,400
Hutt Valley 3.23% $251,683 $2,377,322 $338500  $3,105,521 $338,500 |  $6,411,528
Lakes 2.56% $198,173  $1,881,327 $267.877  $2457,596 $267.877 |  $5.073,852
MidCentral 4.16% $324,363 $3,063,829 $436,250  $4,002,312 $436,250 $8,263,004
Nelson

Marlborough 3.33% $259652  $2.452,588 $349.217  $3.203,841 $349217 | $6,614,515
Northland 4.35% $338,721 $3,199,452 $455,561 $4,179.479 $455,561 $8,628,775
Otago 4.35% $338,786  $3,200,065 $455648  $4,180,279 $455648 |  $8,630,426
South Canterbury 1.48% $115,018 $1,086,421 $154693  $1,419,203 $154,693 $2,930,027
Southland 2.54% $197,935 $1,860,630 $266,211 $2.442 317 $266,211 $5,042,305
Tairawhiti 1.30% $101,489 $958,633 $136497  $1,252.273 $136,497 $2,585,390
Taranaki 276% $215385  $2,034,458 $289,681 $2,657,634 $289,681 $5,486,839
Waikato 8.65% $673,977 $6,366,175 $906,462  $8.316.202 $906,462 | §$17,169,278
Wairarapa 1.09% $85,199 $804,759 $114,587  $1,051,266 $114,587 $2,170,399
Waitemata 10.91% $849,709 $8,026,090 $1142,813  $10,484,567  $1.142813 | $21.645993
West Coast 0.92% $71,648 $676,768 $96,363 $884,070 596,363 | $1,825.213
Whanganui 181% $140,972 $1,331,577 $189,600 $1,739,453 $189,600 $3,591,200
Total 100% | $7.791,392  §73,595065  §10,479,000  $96,138,014  $10,479.000 | $198,482,471

Service Expectations

The Elective Services Budget outlined in Table One above is required to be allocated
to achieve a minimum of:



An increase in inpatient discharges in surgical, dental and cardiology services of
16 percent over the agreed base volume.

An increase in FSAs of 5 percent over the agreed base volume.



Appendix F

Statement of Financial Performance (Consolidated)

Dec-08

Revenue
Govt. & Crown Agency
Patient/Consumer Sourced
Other Income
Total Revenue

Expenditure
Personnel
QOutsourced Services
Clinical Supplies
Infrastructure & Non-Clinical
Provider Payments
Total Expenditure

Operating Surplus/{Deficit)

YTD Actual YTD Variance Variance
Budget
$000 $000 $000 %
231,584 230,872 712 0%
331 330 1 0%
......... 9106 . 5769 ... .[663) .. . (%)
..... 237,02% 236,971 50 _________ 0%
80,448 77,576 (2,872) {4%)
11,346 9,579 (1,767) (18%)
19,959 20,114 155 1%
35,122 36,425 1,303 4%
_______ 97:04L . 96372 (669) _____ (1%)
_____ 243,916 240,066 (3.850) ________(2%)
(6,895) (3,095)  (3,800) 123%
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Appendix G

Statement of Financial Position

ASSETS EMPLOYED
Current Assets

! Bank/Cash

' Investments < 3 months (Trusts)
Investments < 3 months
Investments > 3 months

Other Current Assets

Capital Charge

Employee Entitlement Provisions
GST

Other Current Liabilities

Total Fixed Assets (refer to note)
Restricted Investments
Investments

Net Assets Employed

FUNDS EMPLOYED
Share Capital
Revaluation Reserve
Trust and Special Funds
Retained Earnings

Term Loans
Long Term Liabilities

Total Funds Employed

! Buildings (including fitout)
i Plant & Equipment
i Work in Progress

Total

...................................................................................................

Actual
Jun-07 Jun-08 Dec-08 Change
$000 $o00 $000 -$000
48,662 48,911 88,507 39,596
2,526 1,244 891 {(353)
495 416 460 44
17,801 23,955 62,220 38,265
16,000 10,000 0 (10,000)
11,840 12,296 24,036 11,640
(50,125) {47,498) (96,864) (49,366)
(3.782) (614) {1,356} (742)
(13,584) (15,406) (16,277} (871)
(1,734) (1,062) (3.286) (2,224)
(31,025) (30,416) (75.945) (45,529)
145,282 144,480 147,353 2,873
143,032 142,230 145,103 2,873
1,500 1,500 1,500 o]
750 750 750 0
143,819 145,893 138.996 (63897)
61,575 63,817 63,817 0
35.986 35,941 35,941 o
1,995 1916 1,960 44
_______ (6,662) _ (12,054)  {18,950) ___ (6,896)
92,894 89,620 82,768 (6,852)
49,111 54,943 54,898 (45)
1,814 1,330 1,330 0
143,819 145,803  138.996 (6,897)
9,825 9,825 9,825 0:
108,361 105,486 102,891 (2,595)}
22,554 23,667 23,553 (114):
2,292 3,252 8,834 5.582;
143,032 142,230 145,103 2,873:




Appendix H
Statement of Cash Flows

Dec-of Qi1 Oct Nov Dec Qtrz Qurz Qir3a Qtr4 Full Year
{8'000's) Actual Actual Actual Actual Actual Forecast Forecast  Forecast Forecast
Cash From Operating 2,583 -6,115 2,905 35,034 31,824 64 1,743 690 4,505
Cash from Investing -5,049 -411 -2,530 11,584 8,643 -1,581 -3,066 -3.074 -8,720
Cash From Financing -30 -15 o o -15 [ o s} 0
Increase (Decrease) in Cash Held T 406 Esa a7s 46618 40452 4517 -323 2,384 4,215
Add Opening Cash Balance 25,615 23,119 16,578 16,953 23,119 25,624 24,167 23,784 25,615
Closing Cash Balanee 23,119 16,548 16,953 63,571 63,571 24,107 23,784 21,400 25,400

Net Debt Positign:

E Funds Utilised 21,794 28,320 25,945 8,673 -8,673 15,670 15,993 18,377 18,377
¢ Useable Facility 71613 71,898 71,898 71,898 71,898 71,943 71,943 78943 71,943
+ Surplus / (Shertfall) 50,119 43,578  45.953 80,571 80,571 56,273 55,950 53,566 53,5661
! Reserved Funds 18,700 18,700 18,700 18,700 18,700 18,700 18,700 18,700 18,700
1 Available Facility 34,419 24,878 27253 61,87 61,871 37573 37,250 34,866 34,866,

Note: Under NZ IFRS, the cash balance is deemed to be the total of cash / bank balances and investments
< 3 months.
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MpCENTRAL DISTRICT HEALTH BOARD

Te Fae Haucra o Ruahine o Tororua

TO Board

FROM Chief Executive Officer

DATE 10 February 2009

MEMORANDUM

SUBJECT Board’s Work Programme, 2008/09

This report updates progress against the Board’s 2008/09 work programme as at mid February
2009. Reporting is occurring in accordance with the timeline with one exception.- The revised
Delegations Schedule was due to be submitted this month but due to other work commitments
has been delayed. It will be submitted in March.

Next month the draft District Annual Plan and Statement of Intent will be submitted for the
Board’s consideration. An update on the asset management plan is also scheduled, together
with the latest DHBNZ update.

Recommendation

It is recommended:

that the updated work programme for 2008/09 be noted.

Murray Georgel
Chief Executive Officer

COPY TO: CEQ's Department
MidCentral DHB
Heretaunga Street
PO Box 2056
Palmerston North
Phone +64 (6) 350 8910
Fax +64 (6} 355 0616
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