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The Government’s decisions around changes to the planning and accountability framework
are reflected in the expectation that regional collaboration between DHBs will “develop
significantly” through implementing regional plans to secure a number of high priority and
vulnerable services, developing shared back office functions across DHBs and regionalising
information technology (IT) platforms, IT support and workforce development.

All DHBs are expected to budget and operate within allocated funds and establish specific
action plans to improve financial performance by means of purchasing, productivity and
quality improvements together with further reducing administrative overheads.

A copy of the Minister’s Letter of Expectations is attached - refer Appendix 1.

3.2 Service Change

The NZ Public Health and Disability (NZPHD) Act was amended last year. Amongst the
changes was the removal of the provision for DHBs to consult its resident population on its
strategic plan, or significant changes to the Plan. In its place, the Ministry of Health has
issued Service Change — Rules, Principles and Processes for DHBs. This sets out how DHBs
and the National Health Board (NHB) will manage the proposals and impacts of
district/regional/national service change and public consultation within the planning
framework.

All service change and new technology proposals are to be discussed at an early stage with
the NHB who will then facilitate and advise the DHB and liaise with the Minister’s office as
required, on whether the proposed significant service change is for noting or approval by
the Minister. All service change proposals must be based on the following criteria:

health need and priority

consistency with strategic direction (district/regional/national)
clinical and financial impact both within the DHB and on other DHBs
impact on consumers with other affected parties

consultation plans

opportunity cost

DHB collaboration

Service changes involved are those that “will have a significant impact on recipients of
services, their caregivers or providers that materially impact on:

 service eligibility or access to services by the DHBs’ population including access to
services provided in other DHBs or the way services are provided

» the financial position of DHBs proposing the change on the other DHBs.”

Note: Planning Regulations as per section 92(1) of the NZPHD Amendment Act 2010 are
not yet available. These are expected to be available in April 2011.

The Ministry of Health is updating the Consultation Guidelines to reflect the changes to
legislation and the Service Change protocols.

A copy of the Service Change Guidelines is attached — refer Appendix 2.
3.3 Other Policy and Accountability Documents

Further to advice received in November, the draft Operational Policy Framework for
2011/12 has been further updated to include the requirements resulting from the Service
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Change Rules, Principles and Processes for DHBs and includes the following mandatory
components: “DHBs must:

* engage at an early stage with their Regional Relationship Manager to discuss a
proposed service change or when the proposed change triggers the service change
protocols. This ensures that Ministerial noting, or prior agreement, or agreement in
principle for the proposed significant service change has taken place before inclusion in
the DHB’s Annual Plan, Regional Service Plan or other accountability documents (4.3)

* adhere to the Planning Regulations section 92(1) of the NZPHD Act. Where the Minister
of Health directs DHBs to make significant changes, the Minister may also require DHBs
to consult on how those changes should be made (4.5)”

No other significant changes have been made to the OPF other than those already advised,
although it is noted that there is still more work to be done on the Disputes Resolution

Process section of the OPF.

The DHB is still awaiting confirmation of the content of the Non Financial Monitoring
Framework and Performance Measures for 2011/12. Advice to date suggested that these
will predominantly be rolled over, with a couple of new measures added but some removed
at the same time. In the meantime, the DHB is incorporating the performance measures as
they currently stand into its service planning.

4 REGIONAL SERVICE PLAN

The Board was provided with an update on progress with the Regional Service Plan (RSP) at
its last meeting. There are no significant developments to report at this time although the
regional service planning group has continued to work on the RSP. The Board will be

further updated at the workshop.

5 BOARD / EMT PLANNING WORKSHOP

At the planning workshop with the Board on February 15t an outline of the proposed
financial and service planning priorities, including centralAlliance and the Regional Services
Plan, will be presented for members’ consideration and endorsement. An outline of the
workshop is included under separate cover.

6 RECOMMENDATION

It is recommended:

that this report be received

Mike Grant
Acting General Manager,
Corporate Services
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APPENDIX 1

Office of Hon Tony Ryall

Mirdstgr of Hoalk
Mingtor rof Stabe Servicss

7 § AR 2011

i Phil Sundedand

Chair

KMidCentral District Heath Board
PO Box 2088

Faimerston North Jentral
PALMERSTON NORTHM 4440

Dear Phil

Letter of Expectations for District Health Boards and their subsidiary entities for the
2014112 year

The Government wanis better, sooner, more convenient health care for ol Mew Zeslanders,
This means strong priority s given o improving frontline services within avaliable resources,

District Heaith Boards (DHB) are rising to this challenge, praviding New Fealanders with morg
services from the large sums of money invested in the public heaith servics,

Bespite the tght financal imes, the Government has increased Vole Healh by more than $1.2
bilion over twe yeers. In many countries, health budgets have besn curiaied or sven reducsd,
We are determined o protec! and grow the public health service.

Thank you for the commitivent of you and your staff i ERproving the New Zealand public health
service, and providing even inore care to patients, We appreciate DMEB staff have achloved so
msch for patients during these difficult economic Gmes,

Expectations for 2l District Health Bosrds:

improving service and reducing waiting times

The six Hesith Targets provide a dear and specific focus for action %o improve patient care,
DHEs heve done wall using thess o improve both timely patient access 1o important servicas,
and disease pravention,

Nationally, an extre 400 patients a week ars getiing elective surgery, mone patlents are getting
cancer ragdiation iregiment sooner, patisriz and thelr famiiss are being sesn faster in
emergency departments; record levels of child immunisation; fewer smokers; more dizbetes

SUSPO.

While this ks real progress for patients, there is stil much rmoom for improvernent. We expect you
to achieve the Health Targets, and continue improving watling times.

Prreans g (AU Marhames? Builteass, Wetingloor Gt Mew sealanst Pofipbiarar Bed & B17 BOGL Farchmmie & 4 817 004
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Clintzal Leadership

Clinlcal tzadership s imtermationally recognised as a funcamantal driver of improved pafient
care. |tis also pivotal to grester job satisfaction for the heaith workforce,

Wie expact you o strengthan clinical engagement from bedside b boardroom. Wa aieo gxpact
DHBs to work with thelr neighbours to further encourage and support dlinical networks wity
clinicians feading the development and apsration of each of the identified priority senices, and
the integration of services closer to homae,

Services Closer o Home

New Zealanders want better access 10 & wider range of samices closer 1o home  Closar
integration of services asross hospitals and the community Wil improve corvenience for patisrits
and reduce pressure on hospitals. We are increasing GP pafiert subsidies again and investing
more in prirmarry .are.

We expect all DHBs to refocus more resowrces toward delivering services in local community

settings, closer to patients. This work needs Yo particutarly include attention to the folowing:

+ reducing unplanned admissions through warking with comeunity and nospitslbaserd
clinicians o chwonic disease managemend, the frall eidery, sfter-hours

«  ensuring community and hospital-based clinicians 2t the forefront of development, supporied
by reanagement, and enatied to provide services more effectivaly

« developing efficiend and effective integrated family health cenves

» supporting the Whanau Orz inftigtive.

To do this, you wil need o engage doctors, rurses, pharmacists and other alied health
professionals further into this work.

Health of Cider People

As the ‘baby boomers’ age in larger numbers, the need grows to recrent our investment and
gervice to meel their health and suppon needs. We are investing more in services for tha
elderly than ewer before,

The recent aged residential care review showed we have a window of opportunity 1o acl now, as
demand remains relatively stable over the next few years. As the aumbers of New Zeglanders
tving fonger increase, the number of peopie with dementia wil also grow.

In preparing o meet the impact of cur aging peputation on health serdces, we expect VOLU to:

» fotus on improviag older people’s underlying heatth and wellbsing - pa riicidarly in the areas
of mentat health {dementia} and preventing diseass and injury

+  build batter systems - including using standardised moniiaring and audi {InterBAL as fools
o improve qually across nome-care and aged residential care

« povide new and expanded services - concenireting on demsntia, and primary and
COoMrnity care improvements o avaid hospital sdmissions

» support familyiwhanau - in particutar provision and access to respite care, day programmnes
and social suppotis

« engage in nexd steps of work on the aged residential care review,

2
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Regional Collaboration

Grester regional coliaboration betwesn DBz iz an essential part of our future direction. to

maximise dirdcsl snd financial resources. Following unanimous Parfiamentary support of

amending legisiation iast year, we expect lo see regicnal rollaboration develop significantly in
the 2011712 year, inciuding.

« regional pians which focus on a small number of high pricfities and the most vitlrarabils
sanices i each region, with implementation plars fo quickly and sustainably secure these
saricas

« devaiopment of shared back-office functions across DHBs

» regionalisation of IT platforms, |7 support and workiores development.

¥e expect you to support and advance the associated work of the NatSonal Health Board and
Healih bBensfils Lid both individually and collectively. Equally we thank you for your
commilmeant to work with the Heslth Quality and Safety Commission.

All DHBs must budget and operate within their sllocations and establish specific action
plans to improve financial performance. This means your Board should be able to
clearly demonstrate how it effectively takes ownership of financial performance and will
develop and implemeant specific actions to live within its means YVEAY OFF YEEr,

This means purchasing, produstiily and guality Improvements {inciuding removing duplication
and elrninating waste) and further reducing adminisirative overheads.

Along with the Chair of the NHB we look forward to receiving your Annual Plan for 2011713

showing how you will progress the expeciations outlinad In this lstter. Thank you again for afl
you and your feam are dolng.

Yours sincerely

Hon Tony Ryal
Minister of Health

et Murray Georgel, Chiet Executive Officar, MidCentral District Health Board

Ted
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SERVICE CHANGE - Rules, Principles and Processes

1.0 Purpose of this document

This document describes how the District Health Boards (DHB) and the National Health Board
(NHB)} will manage the proposals and impacts of district / regional / national service change
and public consuitation within the planning framework and requirements resulting from the
2010 amendment to the New Zealand Public Health and Disability (NZPHD) Act and Planning
Regulations.

This document provides:

. additional detail to the Operational Policy Framework, Section 4, Service Change,
particularly in relation to service shift and inter district flows resources

. some tools and examples of what level of service change needs engagement with the
National Health Board (NHB) Regional DHB Relationship Manager (Relationship
Manager) and / or agreed by the Minister of Heaith (the Minister).

The responsibility lies with the DHB to ensure alignment with Government expectations and
legislation when considering service change proposals as part of their annual planning
documentation. Note: a DHB’s plan may be amended at any time in the same manner in

which it was made.

Diagram 1  Service Change Process Flow Chart for DHB Service Change Proposals

The Minister
- Draft proposal / NHB Natienal to note / or
DHB proposal in € information Director decision on
development discussed with Internal NHB si%niﬁcar;t
Relationship Stakeholder change
Manager Group (action consulitation
as appropriate)

Inform DHB of
decision/advice

~ Decision

When it is required’, all of a DHB's service change and new technoiogy proposals must be
discussed at an early stage with the Relationship Manager’ . The role of the Relationship
Manger is to facilitate the notification / prior agreement of a proposed service change with the
Minister, and where required the requirements for:

e evaluation of service change, or technological change
e consultation
¢ escalation and arbitration processes.

Where the Minister directs DHBs to make significant changes, the Minister may also require
DHBs to consult on how those changes should be made. The Minister has a role in
determining the need for DHBs to engage in public consultation for any proposed major
service reconfiguration or change where the Minister considers that DHBs are proposing

! See Decision Tool for Triggering Service Change Protocols
* The Regional DHB Relationship Manager(s) DHB Relations and Accountability, National Health Board

Business Unit.

Service Change Rules, Principles and Processes January 2011 Page 4
Nationwide Service Framework
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changes that will have a significant impact on recipients of services, their caregivers or
providers that materially impact on:

. service eligibility or access to services by the DHBs’ population including access to
services provided in other DHBs or the way services are provided

. the financial position of DHBs proposing the change or the other DHBs.
2.0 Why good management of service change and consultation matters

Implementing health policy is complex and challenging, with a multitude of difficult and
potentially contradictory policy choices for DHBs. There is also considerable public pressure
to expand public spending on new medical technologies and greater levels of care and

interventions.’

Health service funders must follow appropriate planning and consultation processes to avoid
adverse financial, resource and clinical impacts on the affected population(s) and avoid
unnecessary service instability when undertaking significant service change. Well managed
service change provides the Government and DHBs with confidence that a robust process is
followed (as per the Minister's expectations of DHBs), that there are sufficient controls in place
to avoid unnecessary service instability, and the change is clinically appropriate and public
confidence is managed by the DHB.

3.0 Principles - DHB-led management of service change

These principles are consistent with and provide additional detail to Section 4 of the
Operational Policy Framework.

3.1 DHBs have the mandate to improve the health of their population through iocal and
regional initiatives and are accountable for their investment decisions and consuitation
processes. Not all DHB service change requires the Minister’s direct involvement.
When it is required, the Relationship Manager wil! facilitate effective decision making of
the proposed service change, and provide support and scrutinise funding and
purchasing methods proposed.

3.2 The responsibility lies with the DHB to ensure alignment with Government expectations
and legisiation when considering service change proposals (including proposed
technology changes as part of their annual planning processes and documentation.)
The Government expectations are outlined in the accountability documents such as
the Minister’s Letter of Expectations, Crown Funding Agreement and its schedules;
Service Coverage Schedule (SCS) and the Operational Policy Framework (OPF).

3.3 If a critical situation arises that results in an immediate impact on patient care and
service delivery then the DHB will immediately alert the Relationship Manager and
affected DHBs. The NHB will agree necessary action with the DHB(s) to ensure a
timely decision.

3.4  All proposed service change must be consistent with:

. the mandatory components of the Nationwide Service Framework, including the
service coverage schedule and nationwide service specifications.

. the sector’'s needs as a whole and not detrimentally affect:

a. service delivery
b.  any necessary longer-term service changes
c. thelocal, regional and national services objectives

3 Ministry of Health. 2010. Statement of Intent 2010-2013.

Service Change Rules, Principles and Processes January 2011 Page 5
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3.6

3.7

3.8

d.  generic service reconfiguration protocols that provide for short-term adjustments
that are needed to address particular financial or service viability problems.

A proposed service change must also be consistent with the sector's needs as a
whole, and not compromise either other DHBs or other funders*, or any necessary
longer-term service reconfiguration.

Local service change initiatives that impact solely on the initiating DHB (within the
thresholds for service change, significant investments and the NZPHD Act) will be
assessed and managed by that DHB.

DHBs will have developed a well argued case for the service change and follow a
robust process through stakeholder engagement and management, including Maori
participation as required under the NZPHD Act and secure stakeholder support for the
service change. The relevant parties must reach agreement on the proposed service
change and impiementation process.

DHBs are required to act reasonabiy in terms of information requested / provided
about the proposals, response times and proposed implementation — this applies
equally to the DHB initiating the change and responding DHBs. The affected DHB(s)
are required to respond with requested information within 15 working days.

Service Change and Annual Planning Documents

3.9

The initiating DHB discusses the proposal with the Relationship Manager to facilitate
notification or approval in principle, where it is required, before incorporating into the
DHB'’s annual planning documents. A DHB's proposed significant service change
(across DHB regions or within a DHB) that has been agreed and approved with them
will be managed within their Regional Service Planning activities and outlined in the
Strategic Section of the DHB Regional Services Plans.

DHB Collaboration and Short Term Adjustments

3.10

3.11

3.12

3.13

3.14

A DHB's service change will have effective funding mechanisms to achieve aims for
planning their services collaboratively or nationally for implementation.

The advantages to a DHB’s population gained through service change must be
consistent with the sector's needs as a whole, and not compromise either other DHBs
or, any necessary longer-term service reconfiguration.

DHBs across and within DHB Regions will support each other on service performance
issues. To assist another DHB in managing short term adjustments to address their
particular financial or service viability problems, other DHBs are expected to cooperate
by providing advice, assist with patient loads (where appropriate) and proactively work
with the DHB.

Quick response, short-term adjustments may be needed to address particular financial
or short term service resource problems. Normally DHBs adjust their internal
operating procedures and plan for short term (12 months to 2 years) departures from
volumes.

To avoid any short term service changes that will result in an immediate impact on
patient care and service delivery, the proposed measures will be part of the
consuitation with affected DHBs before the detailed service change response
proposals are finalised. The short term service change must have DHB Board
approval before consuitation. The service change proposal is also discussed at an
early stage of development with the Relationship Manager.

* Other funders in this context means funders such as Accident Compensation Corporation, Ministry of
Social Development and other Government Agencies

Service Change Rules, Principies and Processes January 2011 Page &
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3.15  Short term service shifts are undertaken only when there are compelling reasons why
providers within the DHB district cannot provide the required service at that time (eg,
major incident, industrial strike, key surgeon / physician unavailable, major equipment
failure, full capacity) and the service cannot be provided by the providers within the
DHB district within seven days but the delay is not expected to be longer than twenty

one days.
3.16  For the service shift to be successful:
. the receiving provider in the DHB(s) district must agree to the transfer and has

appropriate capability / capacity to delivery to the required NHB service standards, and

. the time of transfer must be agreed at the time of transfer and that arrangements are
reviewed and agreed as appropriate.

3.17 It the parties are unable to agree on the submission, the affected DHB(s) will prepare a
dissenting submission. If this arises the Funder primarily responsible for the impact
will alert the Relationship Manager and the affected DHBs immediately. All parties will
work together to resolve the situation. In the event of a dispute, the process for
resolution will be in accordance with clause D5 the Disputes Resolution Clauses from
the Crown Funding Agreement or as contained in the OPF as appropriate.

Service Shift for Inter District Flows (DHB to DHB) and within a Regional
Service

3.18 Funders will purchase the same services as are currently provided until a service shift
process is agreed, approved and completed.

3.19  If either party wish to make a service shift (either as a funder or provider) prior DHB
Board approval in principle must be gained prior to engagement with the other DHB(s).

3.20 Service shift changes across DHB regions or within DHBs will be managed within their
Regional Service Planning processes and include early discussions with the
Relationship Manager. The initiating DHB must write to the other DHB(s) outlining the

planned service change including:
. the benefits to their population of making the change

. the proposed timescale for implementation
. the relationship of the change to the DHB(s) Annual Plan and the New Zealand Health
Strategy.

3.21 The information requested from the other DHB(s) (revenue, patient and clinical impact
analysis and workforce implications) is required within a reasonable time to assist with

the service shift proposal.
Inter District Flows / Technology Change / New Clinical Practice Funding

3.22  Service outputs / volumes will be funded and provided at a leve! to ensure equity of
access across populations, clinical quality and safety of service provision.

3.23 Achange in technology may result in a significant service change, so that the DHB
needs to consider national IDF reference prices for the service, or come to an agreed
alternative arrangement with the affected DHBs. This kind of service change can only
be made available to other DHB populations if the DHB of domicile agrees to be
invoiced by the DHB of service. Note that the current national IDF price contains an
element for incremental technological service change.

3.24 Inmany cases, a new advanced clinical practice for a procedure / drug treatment will
substitute for current services that may resulf in a saving to the DHB. In the case of
the introduction of other clinical advances or procedures requiring new technology, the

Service Change Rules, Principles and Processes January 2011 Page 7
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future funding track in a DHB’s population-based funding includes money for new
technoiogy and is a component of the IDF prices.

DHBs manage service change that falls on the boundary of technology change or a
completely new service, on a case by case basis at an early stage through the IDF
volumes regional groups. The volumes of the new service will be included in the
subsequent year's IDF volumes. They will appear as IDFs in the NMDS data (or other
national data sets as applicable) and be used for volume-setting for future IDF
volumes.,

NHB role in managing significant service change

4.1

4.2

The DHB has the responsibility for ensuring early engagement with the Relationship
Manager to discuss all proposed significant service and technology changes, or other
initiatives that impact across DHBs. The implications / progress of these significant
service changes must maintain alignment with the Government’s expectations and
legislation and the service change principles {3.0).

The NHB's role in facilitating significant service change is to:

facilitate and advise the DHB(s) through the proposed significant service change and
technology change process, and liaise with the Minister’s Office, as required, on the
proposed significant service changes for noting or approval by the Minister

support DHBs to resolve issues themselves at an early stage or where there has been
a failure to resolve a DHB or regional level issue between the parties concerned

ensure responsive decision-making if a critical situation should arise which resulis in
immediate impact on patient care and service delivery the DHB will immediately alert
the NHB and affected DHBs. The NHB will agree necessary action with the DHB(s)

protect the wider national interest including maintaining consistency with the
Nationwide Service Framework, accountability documents and Cabinet decisions and
where there are issues of national interest which potentially override the district or
regional solution.

Service Change Approval Criteria

4.4 A service change approval in principle will be based on the following criteria:

. health need and priority

. consistency with strategic direction (district / regional / national)

. clinical and financial impact both within the DHB and on other DHBs

. impact on consumers and other affected parties

. consultation plans

. opportunity cost

. DHE collaboration.

4.3 Once the information has been analysed and the service change proposal outcome
has been decided, the Relationship Manager will advise the DHB(s) in writing:

. whether there is support in principle for further developing the proposal

. who will lead the process to make this service change

. approval of the proposal, or approvail in principle to proceed with further planning

. declining the proposal and the reasons why.

Service Change Rules, Principles and Processes January 2011 Page 8
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The Minister’s role in the service change and consultation process

51

5.2

53

5.4

The proposed service change must meet the Minister’s requirements (including
consuitation with the affected population(s) where this is required). The Relationship
Manager facilitates the proposal’s notification to the Minister, or to seek the Minister's
approval in principle or approval to proceed.

Significant change is a specific criterion for DHB planning processes; refer to the
Planning Regulations section 92(1) of the NZPHD Act and the Consultation
Guidelines’.- DHB(s) will manage any service change as significant service change
when the proposed change will have a material or significant impact on the recipients
of services, their caregivers or service providers. The Minister will require DHBs to
consult where the Minister considers DHBs are proposing changes to service eligibility,
access or the way that services are provided that will have a significant impact on
recipients of services, their caregivers or providers®.

The proposed significant service change will not be implemented until consultation that
meets the Minister's reguirements has been undertaken (when consuliation is
required’) and agreement on the implementation process has been reached with all the

relevant parties.
Planning Regulations section 92(1) of the NZPHD Act requires that where the Minister

of Health directs DHBs to make significant changes, the Minister may also require
DHBs to consult on how those changes should be made.

5 Consultation Guidelines (Draft 2010) Ministry of Health
http:/fwww.moh.govt.nz/moh.nsfipagesmh/43217?0pen

®SOC Min (10) 23.

" Refer to the Ministry of Health Consultation Guidelines, (version 2010 is in development).

Service Change Rules, Principles and Processes January 2011 Page 9
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6.0 Service Change Process

Table 6.1 Overview of the Service Change Process
The table below reflects the three stages of the process.

| A. Proposal in development (DHBs evaluate if the proposal triggers the protocol for
service change) refer to Table Decision Tool

- for NHB information only
- does it meet the service change requirements?

: B. Discuss with Relationship Manager refer to Table Information Guideline

- agree what level of initial information is needed, depending on the ievel of
service change and the Minister’s likely involvement

- further information may be required toc make a decision.

Joint evaluation

C. NHB triages proposal to action as appropriate refer to Diagram Process Flow
Chart
-1 a. No action needed by NHB- DHB {o continue as business as usual, OR
b Relationship Manager facilitates analysis to support advice on proposal
: I. advice — not to proceed - does not meet requirements
Il. advice - yes (with riders if applicable) prepare information for noting for the
Minister
lll. advice requires the Minister’s prior approval
¢. proposed change is sent to the Minister with ali the information required to inform
the decision.

1 D. NHB communicates the advice and or the Minister's decision on the proposed
service change to the DHB in writing.

o

S
3
®

Decision.

6.1.1 Not all DHB service change requires input from the Relationship Manager or the
Minister. Table 6.1.2 Decision Tool for Triggering Service Change Protocols identifies
the level of service change that requires a DHB’s early engagement with the
Relationship Manager.

Service Change Ruies, Principles and Processes January 2011 Page 10
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Table 6.1.2 Decision Tool for Triggering Service Change Protocols

This tool supports DHB planning service change and decision making and helps provide
confidence that there are sufficient controls in place to manage potential risks of proposed

service change.

QA

Does this proposal meet the
current Service Coverage
Schedule (SCS) and / or the
mandatory components of the
Operational Policy Framework
(OPF)?®

If YES proceed to QB.

If NO, the DHB(s) discuss with the Relationship
Manager(s) before proceeding to secure Ministerial
approval for SCS exceptions or approval for OPF
mandatory component exceptions®.

]

QB.

Does this proposal trigger any of
the existing protocols that require
Ministerial approval (ie, significant
service change, the capital
approval process, the public /
private service protocols)?

if YES the DHB(s) discuss with the Relationship
Manager(s). The NHB will use agreed criteria as
to whether the Minister needs to be consulted
using the service change protocols ™.

If NO, proceed to QC.

4

QcC.

Does this proposal:

require public consultation under
the Planning Regulations'"
(section 92(1) of the NZPHD
Amendment Act 2010 or

is the proposal likely to result in
substantial public comment?

If YES, the DHB(s) discuss with the Relationship
Manager(s) to facilitate the proposal as to whether
the Minister needs to be consuited on the substance
of the proposal.

If NO, the DHBs can proceed with the change
proposed, provided the change is clinically
appropriate, that a robust process is foilowed (as
per the Minister's expectations of DHBs) and public
confidence is managed by the DHB.

6.1.3

6.1.4

6.1.5

6.1.6

initial discussion takes place with the Relationship Manager who facilitates the DHB(s)

significant service change proposal to determine if the Minister’s support in principle or

approval is required.

If the Minister needs to be consulted, this will not prevent a DHB from progressing

further work on service change proposals, provided the Minister's expectations
regarding process are met and public confidence is managed by the DHB.

The NHB will advise if there is 'support in principle’ for further developing the proposal

(ie, using a formal planning document or process).

The initiating Funder(s) wiil discuss the initial proposal with the NHB Relationship

Manager. Usually a ‘one page brief is required outlining the key points of the
proposal. Further information may be required from the initiating DHB depending on
the significance of the service change and likely need for consultation. For the key
questions likely to be covered in the initiation discussion refer to Table 6.1.6 below.

® For example, does the proposal result in a movement away from ring fence funding for mentat heath.

® If a service change trips one of the triggers above and requires the Minister's approval, the DHB must

not implement the proposed change until Ministerial approval is provided.

10 .-
ibid.

" The Regulations will be available April 2011.
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Table 6.1.6 Information guideline for early discussion of a proposed service
change

The Table provides a list to guide discussion of a DHB's change proposal. The level of
information required to support the proposal's approval depends on the significance of the
proposed service change.

a.

The name and nature of proposed service change

¢ e s @

This is a description of the proposal that may include for example:

the relationship and alignment with NZ Health Strategy, NZ Disability Strategy, Heaith
Needs Assessment, DHB's Regional Service Pfans, Annual Plan, Tertiary Services
Review and DHB prioritisation process

“the timeframe for implementation
. -what is the scale of proposal? Is it a change to anexisting or a new district / regienal /

national service? Confirm that the current service cover will not'be diminished.
what is the- community/population to:-be affected? :

what other stakeholders will have input into-this proposal

what is the consultation process that is proposed?

why the service change has been proposed ie, rational for change.

b.

What collazb.dration' has taken place in planning the service?

* & e »

For example:

consider how you wrlf demonstrate how the fundrng mechanisms iri the proposal are

.- effective in achieving the aims of plannmg servrces collaboratlvely (|e focal "reg;onal or
national services). _

what agreement on the proposed service change (where |t is necessary) is to-be
reached with other DHB(s) and the NHB on the following points:

the proposed effect on service volumes/capacity

funding arrangements

changes to access and eligibility of recipients of the services (if any)

the level of support from affected DHBs. (Attach letters of support from affected
DHB(s) if requested by the- Relatlonsh_ip_ Manager)

. C.

What is til-e impact on commun'i_tylpopula'tioﬁ"?'

Such as; .

health outcomes/disparities

Maori

access to services

eligibility

consumer choice

guality of services

costs (including opportunity costs faced by consumers).

likely perspective of community/population and other stakeholders
clinical appropriateness and clinical perspective.

Service Change Rules, Principles and Processes January 2011 Page 12
Nationwide Service Framework

APPENDIX 2 |

bl



&

ES
| s

16

APPENDIX 2

d. What is the impact on your own DHB?
Such as:
. clinical impact analysis
. patient impact analysis
o revenue impact analysis, Nett Present Value, proposed financial impact
. workforce implications _ :
¢ infrastructure (buildings, information systems etc)
e. What is the impact (if any) on other DHBs?
Such as:
] clinical impact analysis
. patient impact analysis
. revenue impact analysis, Nett Present Value, proposed financial impact
. workforce implications
. infrastructure (buildings, information systems etc)
.« letter(s) supporting the proposal from the affected DHB(s)
£ Funding (if any) that is needed to finance the se-m_(ce-.zch_an:gef o
Funder(s) will be expected to provide sensitivity analysis arotind therm:':bdél':li:ng'éf the fiscal
and economic impacts of their proposals, costs of proposal, cash flow and source(s) of -
funding needed to finance the service change.

7.0

Examples of Service Change / Reconfiguration

71

The overarching consideration of service change / reconfiguration is to maintain

alignment with the Nationwide Service Framework, including service coverage, if it requires
public consultation under the Planning Regulations' (s92(1) of the NZPHD Act or if the
proposal likely to result in substantial public comment.

Table 7 1

Service Change/Reconfiguration Table

Examples of levels of service change and guidance are provided below for considering if early
discussion with the NHB DHB Regional Relationship Manager is required or Ministerial
involvement is needed:

. Service

Service -

— Nature of o - ) ;NHB vettmg!Mmtsterlal
N, “ Cover’ ...:-Chan e U e
: Change [ {Funder). :"_(Prowger) G lnvolvefpgnt : '
minimal - %] Closing Elderslea | NHB informed. NHB vettlng
a ; .
changing hospital, judgement to advise Minister.
where service centralising
is provided services on Hutt
(within the Valley DHB
district)- campus
b major - 1 ¥ Service to be DHB(s)/ NHB informed. Check if
changing based in another | in line with government
where service DHB as a strategies or Ministerial priority
is provided or regional service. | area. NHB judgement to advise
based Minister.
Service to be Minister:

"2 The Regulations will be available April 2011.

Service Change Ruies, Principles and Processes January 2011
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/
©
Nature of Service | Service | o e NHB vetting/Ministerial
Change - Cover . 1Change | & "7 involvement
R {Funder) : (Provider) BRI : o
Regional / totally outsourced | - agrees in principle
National- to the private - agrees implementation
sector in new process
locations. - agrees to further
development
Note: prior approved service
changes may be incorporated
into DHB Annual and /or
Regional Services Plan
type of service M Day-patient or NHB vetting unlikely to be
c . -
provided outpatient rather | needed.
than inpatient NHB may be informed
services
d funder and ™M %] Transfer of the NHB informed. NHB judgement
pianning role of funding and to advise Minister. Check if in
a service planning role of a | line with government strategies
provided DHB funded or Ministerial priority area:
national service Minister:
to the NHB - agrees in principle
- agrees implementation
process
- agrees to further
deveiopment
Note: prior approved service
changes may be incorporated
into DHB annual and / or
Regional Services Plan,
e Limiting growth | ] Holding certain NHB informed. NHB vetting
in a service interventions judgement to advise Minister.
perceived to offer | Minister informed where service
limited health levels are impacted or are
gain to current expected to be impacted. If
levels Ministerial priority area, the
Minister:
- agrees in principle
- agrees implementation
Process
- agrees to further
development
Note: prior approved service
changes may be incorporated
into DHB annual and /or
Regional Services Plan.
f Reprioritisation | M Cease funding of | NHB informed. NHB vetting
of one service flu vaccine in judgement to advise Minister.
for another of favour of muitiple | Check if in line with government
higher priority organ transplants | national strategies or Ministerial
priority area. Minister:
- agrees in principle
- agrees process
- agrees to further
development.

Service Change Rules, Principles and Processes January 2011
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" 7%
1 (S;g;;ee i Example 0 -_’.NHB vettlrzglezsterfal
EERRN {Funder} g (F’rowder) PR e AN mvo!vement _ _
Note: prior approved ser\nce
changes may be incorporated
into DHB annual and / or
Regional Services Plan.
Reduction in M Limit access to NHB informed. NHB judgement
9! the level of one cycle of to advise Minister. Check if in
service cover fertility treatment | line with government strategies
provided below (rather than two or Ministerial priority area.
the nationally or more) Minister:
agreed - agrees in principle
minimum - agrees implementation
described in process
the SCS or - agrees to further
service development.
specification Note: prior approved service
changes may be incorporated
into DHB annual and /or
Regional Services Plan
h Reduction in ) Regional analysis | NHB informed. NHB judgement
the level of indicates over to advise Minister if perceived
service cover delivery community of interest and
provided to the compared to manage anticipated risk. Check
nationally other regions - if in line with government
agreed limit access to strategies or Ministerial priority
minimum MR! diagnostic area:
described in services o Minister:
the SCS or specialist - agrees in principle
service referrals only. - agrees implementation
specification process
- agrees to further
development.
Note: prior approved service
changes may be incorporated
into DHB annual and /or
Regional Services Plan.
i Service %] Significant NHB informed. NHB judgement
provider change for the to advise Minister if perceived
affected community of interest, anticipate

population that is
a material change
to funding method
or contracting
arrangement
resulting from
change in the
service provider,
and a material
change in access
of the recipients
of services eg,
Laboratory
Services

and manage risks.

Minister :

- agrees in principle

- agrees implementation
process

- agrees to further
development.

Note: prior approved service

changes may be incorporated

into DHB annual and /or

Regional Services Plan.

Service Change Rules, Principles and Processes January 2011
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e __nvolvement 8

DHBs service to
be totally
outsourced to the
private sector,
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8.0 Explanation of Terms

Nationat
Services:

For the purposes of planning and funding, national services are defined
under two areas:

a. The Ministry. plans, funds the delivery of the national service for the
catchments of all DHBs through contracts with service providers

b. A single DHB plans, coordinates and funds the delivery of the national
service through contracts with service providers when it provides a
specified service for the catchments of all DHBs, or for most DHBs.
DHBs with national or regional provider roles have the same obligations
to their external and internal populations.

Regional
Services:

For the purposes of DHB planning, a region will be defined as the current
four geographic regions.™ A DHB is providing a regional service when it
provides a specified service for all DHBs within a region. This does not
preclude other collabeoration arrangements such as Cancer Networks.

A DHB is providing a sub regional service when it provides a specified
service for part or all of the catchment of another DHB.

Service Coverage

The current Schedule to the Crown Funding Agreement endorsed by the

service change:

Schedule Minister that sets out the services that a DHB must ensure are delivered to
its population.

Service shift: A transfer of an existing service to another service provider at the current
level of service.

Significant Having or likely to have a noticeable or measurable change to a new or

change: current service, and / or that it may have associated risks, financial impacts
or consequences for service users, their caregivers or service providers.

Significant Includes a service shift and service reconfiguration where there is a

significant change for the affected population, such as:
a. a material change to the level, nature or volume of services provided, or
b. a material change to funding method or contracting arrangement™, or

c. a significant impact on recipients of services, their caregivers or service
providers, particularly a material change in access and/or eligibility of the
recipients of services

A DHB must consider that a significant service change means any of a. to c.
above when assessing whether a proposal is one that must be discussed
with the Relationship Manager.

Reconfiguration:

A planned approach to achieve a more effective service arrangement to
support clinical and financial viability to manage within the funding available.

Service reconfiguration may include a change in the way a service is
designed and delivered such as:

a.  setting of the service

* Cabinet Decision that confirmed these regions for Regional Service Plans SOC Min (10} 15-2 {rec9}
¥ 2010/11 Operational Policy Framework Selection of Service Providers 4.18.7

Service Change Rules, Principles and Processes January 2011
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b. transfer of service provider eg, inpatient to outpatient services, or
hospital to community due to introduction of new technology or
treatment methods

¢.  moving of a hospital provided clinical activity to delivery by another
organisation eg, a primary health care provider or to the private sector

d.  moving to national procurement of supplies and services, from
individual DHB responsibility eg, pharmaceuticals or medical

eguipment.
National IDF The price for Inter District Flow as advised by the Ministry on an annual
reference price basis: it cannot be varied without authorisation by the Ministry.
NMDS National Minimum Data Set (Hospital Events). The NMDS is a national

collection of public and private hospital discharge information, including
clinical information, for inpatients and day patients. The NMDS is used for
policy formation, performance monitoring, research, and review.

Service Change Rules, Principles and Processes January 2011 Page 18
Nationwide Service Framework



TO Board

- WD CENTRAL DISTRICT HEALTH BOARD
T Te Foe Hauora o Ruohine o Tarerun

FROM Chief Executive Officer

DATE 7 February 2011

SUBJECT centralAlliance M E Mo RAN DU M

1. PURPOSE

This report provides an update against all work streams that make up the centralAlliance work
programme. No decision is required.

2. SUMMARY
Implementation of the centralAlliance road map continues.

The latest major achievement to get underway is the urology service. MidCentral DHB will be
providing this service under contract to Whanganui DHB. The new arrangements starts
tomorrow, 8 February.

Each component of the centralAlliance roadmap (clinical, funding/planning, support services,

and governance) is being reviewed as part of the annual planning process. These will be
submitted to the Board as part of the draft annual plan next month and will be discussed at the

February 15 planning workshop.
A copy of the Project Manager’s progress report is attached.
3. RECOMMENDATION

It is recommended that the report be received.

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



January 2010
centralAlliance Progress Report

Collaboration
The development of the draft annual plan priorities for both DHBs has seen shared service delivery

now embedded in the detailed plans. This is particularly so in the clinical area where shared ENT,
Ophthalmology, cardiology, endocrinology, elder health and ORL services are expected to be in place
before the end of the financial year. Reviews and implementation of shared accounts
payable/receivable transactional systems and information technology service development and

delivery are also included in the annual plans.

Development and approval of the Regional Service Plan (RSP) will also enable a number of shared
planning and service delivery arrangements across cancer services, elective surgery, older people
and rehabilitation, radiology, clinical leadership and governance, information systems, asset
management and transport and accommodation.

Chief Medical Officers of Whanganui and MidCentral (along with the Directors of Nursing, Patient
Safety and Clinical Quality and Allied Health) will be working with their teams to plan these
initiatives in parallel to the approval processes for both the annual plans and the Regional Service

Plan.

Clinical
New Initiatives
¢ Urology service begins in Whanganui 08-02-11
» Contract agreed with MoH and MDHB for the Whanganui/MidCentral Maternity Quality
framework
e 2011/12 annual plan initiatives adds shared clinical services in Cardiology, Endocrinology,

Elder Health and ORL

Previously Reported Initiatives

* Directors of Nursing have agreed to develop joint nurse education services which will include
the underlying technology and system support for cost effective training. This agreement
includes Hawkes Bay DHB.

e Women'’s health service common purchasing plan is being progressed at CEO level before
being submitted to Boards for approval.

e Common Ophthalmology and ENT services development is progressing with a priority on
Ophthalmology

s Common template to be used for credentialing new treatments and procedures

e WDHB clinical staff to be invited to attend MDHB departmental credentialing sessions
{WDHB does not current have departmental credentialing)

¢ MCH Medical Director has met with 12 or so WDHB SMOs and reports solid support for
centralAlliance clinical collaboration and Regional Clinical Services Plan initiatives

February 07, 2011 1110207 centralAlliance Board Report BC0102 14-02-11.doc Page 1lof 4
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Greater use of telemedicine is required/anticipated by the respective Medical Directors. Not
just teleconferencing but clinician interaction including patient specific imaging and
documentation.

WDHB PACS system is pfanned for implementation in 2012/13 due to cost, estimated at
$1.6m and is also timed to coordinate with the Central Region PACs implementation
timeframe. WEBpas the replacement for the patient management system Oracare is WDHBs
imperative as support for this system ceases in June 2012. Wanganui DHB, Mid Central and
Wairarapa DHBs need to prioritise and coordinate planning work around implementation
ptanning, including regional business process and requirements design. A site by site
progressive implementation across the region would then take place.

Mid Central DHB before they replace their Homer patient management system must first
replace their Homer Pharmacy system. This is a priority action for Mid Central Health in
addition to development work for implementation of WEBpas.

Agreement in principle for shared Orthopaedic department education and clinical audit/peer
review

Anaesthetics, ED, Elder Health, Internal Medicine and General Surgery advised they are the
next priority list to review collaboration opportunities _
Successful joint tender for provision of Support Services for Autism Spectrum Disorders
Successful joint tender for provision of a minimum of 150additional elective gynaecology
surgeries.

Joint appointment of Clinical Director Women’s Health

Joint appointment of Director of Allied Health

Lead departments for collaboration established: Women’s Health Service — a single service
across two sites and Children’s Health Service —a managed clinical network both have
planned, joint work programmes supported by project management resource

Enhanced cancer services are shared

Renal, ENT, Ophthaimology and Neurology departments utilising shared resource
Agreement to shared medical credentialing shared clinical policies and guidelines and shared
clinical governance information/participation. Cross attendance implemented for clinical
governance and credentialing committees. Central Regional Credentialing agreement signed

Governance
Previously Reported Initiatives

The Hospital Advisory, Community and Public Health, Disability and Support Advisory
Committee terms of reference have heen aligned and approved by both Boards
Reciprocal invitations to attend each other’s Board CPHAC meetings are in place and have

been held
A number of governance member policies have been aligned and work continues in this

area.

Support Services
Previously Reported Initiatives

A shared Head of HROD has been appointed and a shared HROD structure being

implemented

February 07, 2011 1110207 centralAlliance Board Report BC0102 14-02-11.doc Page20ofa
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e A joint payroll computer server system {individually operated) is in place

e Ajoint financial system in place

» The tender process for common hospitality services has been completed with the common
service beginning August 2010

¢ Agreement for common RFP process for legal services has been agreed across Whanganui,
MidCentral and Hawkes Bay DHBs.

Funding and Planning
Previously Reported Initiatives
e GMs and Portfolio Managers are consulting extensively on most programmes
e Shared elective purchase being progressed
« Agreement for common clinical prioritisation processes and evaluation and research
methodologies
¢ Agreement to develop health need assessment reviews with common themes across the
two DHB populations
s Agreement for a single Child Epidemiology Report

Community and Consultation

e A common communications plan (stakeholders including staff and the community) has been
approved and it’s implementation is updated after each centralAlliance meeting with key
messages and issues.

s Community consultation was envisaged to be part of the 2010-11 District Strategic Planning
process. New planning requirements of the bill before parliament will alter that time table
and specific centralAlliance community consultation will be implemented.

e A programme of internal and external communication releases is in place

Risis and Risk Mitigation

in 2010 the biggest common risk to the Road map continues to be the degree to which individual
DHB priorities, regional and national programmes are at odds with the clinical collaboration and
shared services programmes of the two DHBs. This issue has now been successfully mitigated
through the regional and sub-regional (centralAlliance} work programmes being embedded in both

the DHB annual plans and regional plans.

To ensure day to day operational decisions do not accidentally negatively impact the centralAlliance
initiatives, nor miss oppertunities for joint programmes that may allow efficiency or service
improvement gains, the two CEOs will ensure that clinicians and management consciously review in
any proposals the possible implications/opportunities for each DHB.

Within the clinical stream the most significant risk continues to be the degree to which the clinical
collaboration processes require face to face time between clinicians of both DHBs. There will be
significant and expensive time consumed which has both a direct dollar cost as well as an
opportunity cost associated with potential reduction in service capacity. Mitigation of this risk will be
through each work programme identifying the scope {and thus staff time) associated with the
programme and the associated dollar and opportunity costs quantified.

February 07, 2011 1110207 centralAliance Board Report BC0102 14-02-11.doc Page3ofa
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Service integration requires greater levels of common data analysis and information. A joint
performance planning and reporting structure would be appropriate. Such a structure could greatly
assist departmental planning and clinical and financial management.

Foundation Agreement - Key Elements

The Boards of Whanganui and MidCentral DHB signed a Foundation Agreement in August 2009
which prescribes the mechanism for the two DHBs to develop clinically led collaboration of frontline
health services and more effective and efficient back shared support services.

The foundation agreement includes statements on the expected cutcomes and ways of working
between the two DHBs. They are summarised as:

The objectives
s |mproved and equitable health outcomes across the communities of the combined districts
e To develop a consistent, combined districts approach to health and disability service
planning that will result in health gains for their resident populations; and
e Whilst remaining autonomous DHBs, to develop an integrated approach to the common
strategic and operational responsibilities of both parties
The Scope
¢ The development of shared services — economies of scale in business support services,
including but not limited to finance, human resources and information systems
e Constructive collaboration between the respective clinical teams, which may, in time, lead to
the development of shared delivery of clinical services
DHB Autonomy and Independence
s Acknowledging that each DHB will remain an autonomous DHB, legally and structurally
independent of the other
Principles of Engagement
¢ The principles of engagement include statements on integrity, open mindednes, evidence
based decsions etc.

These clauses are critical to the intent behind the centralAlliance.

Leadership of the centralAlliance work programme is with the respective CEOs while monthly
workshops (attended by the chair and deputy chair of each DHB) provide governance advice to the
management and clinical teams within the DHBs implementing the work programmes within the

centralAliiance.
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TO Board ; MlDCEMEAL District HeaLTH BOARD

= To Pop Houora o Ruahine o faroma

FROM Vivienne Ayres

Manager, Planning & Performance Unit
(Health Information) M E M 0 RAN DU M

PDATE 27 January 2011

SUBJECT 2010/11 QUARTER ONE DHB PERFORMANCE OVERVIEW

1. PURPOSE

This memorandum provides an explanation of the new District Health Board (DHB)
Performance Overview report that is now being provided by the National Health Board. The
report for MidCentral DHB relating to the first quarter for the 2010/11 year is attached for
Board members’ information.

2. SUMMARY

The National Health Board (NHB) is now providing a copy of the DHB’s Performance report
that is provided to the Minister of Health each quarter, which has a new format. The
Performance Overview report is received two to three months after the end of the quarter.
The performance measures reported are those contained in the DHBs’ Non Financial
Monitoring Framework and Performance Measures for the 2010/11 year, and as agreed in
the District Annual Plan. These performance measures are considered the principal
monitoring tool and accountability mechanism that focus on achieving government
priorities.

The Board, via the Hospital Advisory Committee and the Community and Public Health
Advisory Committee, routinely receives a copy of the performance results as submitted by
the DHB to the Ministry of Health each quarter, together with a summary of the initial
assessment ratings subsequently provided by the Ministry. The compiled report is usually
provided to the Committees about 6 weeks after the end of the quarter (subject to the
Ministry of Health’s timeframes).

The Board will receive future copies of the Performance Overview report for their
information at their next available meeting following receipt of the report.

3. BACKGROUND

A review of the accountability arrangements and the performance measures reported to the
Ministry of Health (National Health Board) was completed in the 2009/10 year.
Consequently, a number of changes were made to the performance measures to take effect
from the 2010/11 year. The DHB Non Financial Monitoring Framework and Performance
Measures focuses on a range of measures covering four dimensions of DHB performance
that reflect the DHB’s functions as owners, funders and providers of health and disability
support services. The aim of the dimensions framework is to highlight how well DHBs are
performing across the breadth of their activity, but with the balance of measures focused on
government priorities.
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The four dimensions of DHB performance cover:
e Achieving government’s policy goals/objectives and targets — “policy priorities”
* Meeting service coverage requirements and supporting sector
interconnectedness — “system integration”
s  Purchasing the right mix and level of services within acceptable financial
performance — outputs”
e Providing quality services efficiently — “ownership”

The Non financial monitoring framework and performance measures replace the previous
Indicators of DHB Performance (IDPs), Hospital Benchmarking Information (HBI)
reporting, and other additional reporting requirements. Performance expectations are
noted and the assessment criteria used by the Ministry for levels of achievement are
outlined in the description for each measure. The frequency of reporting against these
measures varies from quarterly to once per annum (in the fourth quarter), depending on the

type of measure.

The performance expectations for each measure are agreed in the District Annual Plan — the
principal accountability document between the Board and Minister of Health. As such, the
Minister is the key audience for performance reports against these measures.

4. PERFORMANCE 'DASHBOARD’

As the Ministry monitors DHB performance on behalf of the Minister, the National Health
Board (NHB) has more recently developed a “dashboard” so that the Minister can see “at a
glance” the performance results reported by each DHB. This is not a comparative analysis
of results — merely a summary of the results that are reported by the DHB each quarter.
This performance overview contains
*  Results of the Health targets (in addition to the Health Targets published for the
public)
e Results of the performance measures in each dimension relevant to the reporting
period
e  Other key performance information such as the DHB’s status on the Ministry’s
Monitoring Intervention Framework (e.g. “performance watch”) and key financial
operating results and capital expenditure to plan (derived from the monthly
financial reporting template provided to the Ministry)
¢  Brief commentary on performance highlights (performing above expectations or
making significant progress from base position, or, implementing/ leading an
innovation process that will lead to performance improvement), and, performance
issues (performing below expectations and actions being taken to resolve the issue)

This is the first report using this format. It has been agreed that the DHB will receive the
Performance Overview report at the same time it is sent to the Minister. On this occasion, the
report was received in the third week of December for the July — September quarter. It is
expected that there will continue to be at least a two month lag between the reported activity
against the measures and the Performance Overview report provided by the NHB.

In this regard, the information contained in the report is not well timed and already
subsequent to what would have already reported to the Board about a month or two earlier.
Nonetheless, Board members are receiving a copy of the Performance Overview report for their
information. A copy of the report will also, in future, be forwarded to the Board’s Chair when it
is received by the DHB in case the Minister contacts him to discuss the report.
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4.1 Interpreting the Report

The report makes use of colour, symbols, bar graphs and text to denote certain factors.

4.1.1 Health Targets

The actual results of the six health targets are reported against the DHB’s numeric target for
the quarter. It also identifies whether there has been change in the quarter compared to the
previous quarter (using symbols 4 [increased] or ¥ [decreased]) and shows the result against
target as a shaded area up to target in a bar graph; where actual performance is achieving or
exceeding target then the shaded area will be filled in fully up to the red vertical line (the
target). Note that “exceeding target” may not be desirable depending on the target for the
measure — such as for the lengths of stay and acute readmissions measures where performance
is expected to be lower than the numeric target. Where performance is behind target, the
shaded area is shown before the red vertical line — not necessarily proportionate to the actual
result.

Caution should be taken in considering the reported results when the target is an annual
expectation and results are reported fora lesser period.

4.1.2 Performance measures

Not all performance measures are reported each and every quarter. The performance
measures that are reported and monitored in the quarter appear in blue text; those in light
grey text are monitored in other quarterly reporting periods and so do not show any results.
The same approach to reporting results is taken using a bar graph for each measure where
there is a numeric target. Some measures require reporting for information only or are under
development to establish a baseline before setting a target (such as the staff turnover rates and
theatre productivity). In these instances, if the reporting requirement is met, then an
“achieved” statement will appear alongside the measure in the Performance Overview report.

A performance measure may be highlighted in a green or red box. Green indicates a
performance area above expectation and the red box highlights a performance issue.
Commentary about these highlighted measures is provided by the NHB at the bottom of the

report.
4.1.3 Other key performance information

This smaller section in the Performance Overview report draws on information supplied in the
monthly financial reporting template that is submitted by the DHB to the Ministry of Health. It
includes the net year to date financial result against plan for each division of the DHB and the
capital expenditure to plan (as indicated in the DAP) year to date .

The status of the DHB on the Ministry’s Monitoring Intervention Framework, in accordance
with the criteria outlined in the Operational Policy Framework, is also highlighted.

4.2 Results for First Quarter

The Performance Overview shows results that are not unexpected — the Board received this
information in November 2010 in the form of the full report and summary entitled “Non
Financial Monitoring Framework and Performance Measures — Quarter 1, 2010/11”. The
Performance Overview shows the DHB performing to expectations against most measures
for the quarter. Performance below expectations occurred in 3 health targets and 5
performance measures: shorter stays in the emergency department, elective surgery
discharges and help for smokers to quit; standardised intervention rates for cardiac
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procedures, acute and elective/arranged lengths of stay, acute readmissions and standard

versus specific text descriptors in coded records submitted to NMDS.

Explanation and remedial actions planned to address performance shortfalls are included in
the full report submitted to the Board.

5. RECOMMENDATION

It is recommended:
that this report be received
/WM.
Vivienne Ayres

Manager, Plann#pg’and Performance Unit
(Health Information)
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17 December 2010
Mr Murray Georgel -
Chief Executive Officer
MidCentral District Health Board
Corporate Office _ DOCNUMBER | \1D-§7 7
- PO Box 2056 - FILE NUMBER o
Palmerston North Central ' - FSS S3
PALMERSTON NORTH 4440 | - FORACTION 8YI AW\ OR P
: | COPESTO  fCeey  (ypneld
Dear Murray _ ' . QVW i

QUARTER ONE 2010/11 PERFORMANCE

We have developed an ‘at a glance dashboard to assess DHB performance against
the performance expectations in this years’ District Annual Plan (DAP). This
approach aims to provide the Minister of Health, the National Health Board and
DHBs with a mere balanced, and integrated view of DHB performance, covering both

non-financial and financial aspects of performance.

Attached is your Performance Overview (baéed on your quarterly reports to the
Ministry). As you can see, the Performance Overview contains;

» a Health Targets overview
» high-level results for each Performance Measure by Dimension

s other key perfdfnﬁance information: Monitoring Intervention Framework (MIF)
status and Fmanc:a! Performance summary

. performance issues: brief analysis of areas where a DHB is performing below
expectations, and actions being taken to resolve the issue

» performance highlights: brief analysis of areas where a DHB is performing
above expectations, either from achieving/exceeding a performance
expectation, making significant progress from their base position, or
implementing/leading a innovation process that will lead to performance
improvement.

This is the format that is being used to report DHB performance to the Minister, and
we hope it will be helpful for DHBs to see the summary view of their performance.

The dashboard shows that MidCentral DHB has a performance highlight for
Implementation of Better, Sooner, More Convenient primary care and is generally
performing close to plan. There are issues in relation to your Elective target
performance and concems in relation to whether financial performance is

sustainable.
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If you would like to see further information around your DHB's performance for
quarter one 2010/11, please refer to the DHB Quarterly Reporting Website. _

As we have discussed, the Performance Measures shown in this report are the

measures agreed for the 2010/11 DAPs. We are working o improve the measures

for 2011/12 to ensure the best available measures are used.

At a recent Joint Oversight Group, we agreed, in future, to send you your DHB’s
dashboard at the same time the Performance report is sent to the Minister, so you
have the information at hand if he should contact you to discuss.

If you have any queries relating to this, please give me a call.

Yours sincerely

Michael Hundleby
Director, Performance, Accountability, Monitoring & Fundmg

National Health Board

&6 MidCeniral DHB Funding and Planning Manager  #

S
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TO Board _
C & JMipCenmal DisTct HeaitH BOARD

e Pae Hmiors ¢ Ruching o Tararus

FROM Chief Executive Officer

DATE 8 February 2011

MEMORANDUM

SUBJECT Reportfor December 2010/January
2011

1.  Purpose of Report

This report is for the Board’s information and discussion. It provides the DHB’s result for the
month on a consolidated basis, and discussed organisation, governance and corporate issues of

note,

Changes to the capital charge regime have been proposed by Treasury. The Board’s view on
whether to make a submission, and if so, key points, is sought,

2.  Executive Summary
MidCentral DHB’s strong operating position continues, with good performance against annual

plan and budget. Planning for next year, including regional planning, is underway and we
continue to progress the national health targets. These results were discussed with the National

Health Board on 3 February as part of our regular review meeting.

The Minister of Health has issued his letter of expectations for 2011/12. Both local and regional
planning is aligned to these. :

Changes to the capital charge regime have been proposed by Treasury and these would have a
positive impact for MidCentral DHB.

Consideration to the ongoing role of DHBNZ is currently underway.

3. Recommendation

It is recommended:
that the report be received; and,

that a submission be made to Treasury regarding proposed changes to the capital
charge regime, based on the key points identified in section 4.3 of this report.

COPY TO: CEO’s Department
MidCentral DHB
Heretaunga Street
PO Box 2056
Palmerston North
Phone +64 (6) 350 8510
Fax +64 (6) 355 0616



4, Sector Matters

4.1  LETTER OF EXPECTATIONS zo011/12

The Minister of Health has issued his letter of expectations for 2011/12. These are:

achievement of health targets
strengthened clinical leadership
delivery of more services “closer to home”

health of older people
regional collaboration, support for and advancement of national work

improved financial performance.

Our annual and regional planning is reflective of these and more information is provided in the
annual planning update.

4.2 MINISTRY OF HEALTH
The new Director-General of Health, Kevin Woods, commenced duties on 10 J. anuary.

The Ministry has completed a review of its policy function. The review concluded that “we (the
Ministry) do not develop strong public policy advice on health and disability issues as often as
we need to.” Consequently, over the next two to three years the Ministry needs to create a
policy function with the following characteristics:

* responsiveness to Ministers and the Government, providing policy options, creative ideas
and free and frank advice; anticipating issues and providing advice proactively

* collaboration across the Ministry, ensuring that key policy initiatives are developed in a way
that incorporates input from all parts of the Ministry that have something to contribute; the
quality of our advice is underpinned by excellent policy analysis skills, a strong evidence
base, and the right technical input

» aclear view on policy priorities across the Ministry; active prioritisation of our work, so we
are working on issues of long-term importance to Government and the sector

» making decisions and delivering on agreed priorities, avoiding processes and convoluted
procedures that don’t add value but cause frustration and delay.

4.3 CAPITAL CHARGE

The Minister of Finance is currently consulting with statutory Crown entities regarding the
capital charge regime. It is proposed that the regime be amended, and that it apply to those
entities whose net assets are valued at $15m and over.

Three new funding rules are also proposed:

* New Capital Injections: Funding for additional capital charge due to new capital
contributions is granted on a case by case basis. The presumption is that statutory Crown
entities will fund additional capital charge expenses from existing revenue. If a new capital
contribution results in an increase in the quantity or quality of an entity’s outputs purchased
by the government, Cabinet can agree to provide funding on the recommendation of

Treasury.
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» Voluntary Capital Withdrawals: Statutory Crown entities’ baselines are not adjusted
downwards if they voluntary decrease their total net assets (eg by returning surplus cash to
the centre) unless the decrease is due to a capital to operating swap.

* Rates Changes, Revaluations and Accounting Policy Changes: All statutory Crown entities’
baselines are fully and automatically adjusted both upwards and downwards for rate
changes, asset revaluations and accounting policy changes. This includes the case where a
Crown entity, that was previously not subject to a capital charge, becomes subject to a
capital charge according to the proposed new rules.

The Minister intends to apply the proposed new capital charge rules as of 1 July 2011, subject to
consultation with statutory Crown entities. Submissions are welcome and the deadline for these

is 18 February 2011.

The impact of the rule changes on MidCentral DHB would be positive. Previously, we have
faced significant increases in capital charge levels due when the valuation of our assets has
increased. In accordance with good accounting practice, our assets are re-valued on a three-
yearly basis with adjustment to the asset valuation and a corresponding adjustment in the
revaluation reserve. However, when this balance sheet adjustment is made, it materially
impacts on the operating costs of the DHB and reduces the level of funding available for direct
health care. (NB: the revaluation reserve is currently subject to capital charge.). The last
revaluation took place in 2009 and saw a $19m increase in assets, with a consequent $1.5m
increase in capital charge. Under the new proposals, any increase in capital charge as a result of
a revaluation would be met by an increase in funding. Note: the additional cost of depreciation

would not be covered.

The new rules would also support statutory Crown entities who must invest in more
infrastructure in order to increase the quantity or quality of their services. Within the health
sector, many DHBs have been impacted by higher capital charges as a result of major building
works. There is a qualitative component to this new rule and all investment would need to be
supported by a strong business case, with demonstrable benefits.

MidCentral DHB has established capacity to repay some long term debt and periodically
considers whether or not this should be used to repay equity. The new proposal supports this.
DHBs’ capital charge payments would be reduced in line with the reduction in equity, however
they would retain the same level of capital charge revenue.

The capital charge regime for DHBs is currently managed by the Ministry of Health, who
provide funding via the population based funding formula for this cost. They also collect the
capital charge payments and do the yearly reconciliation. The impact of the proposed rule
changes on this process is not clear.

In summary, the Treasury’s proposal aims to give incentives for strategic investment in
infrastructure/assets of real value, and for surplus cash to be returned to the Centre. It also
removes current anomalies that DHB’s operating expenses are impacted by an increase in the

book value of their assets.

In line with the Board’s previously stated position, it is proposed that MidCentral DHB make a
submission along the following lines. The Board’s support for this is sought.

i MidCentral DHB recognises the need for a charge to be applied to the use of Crown
funding.

ii. MidCentral DHB supports the changes to the capital charge regime that mitigate the
impact of asset revaluations.



e

1

i

MidCentral DHB was recently experienced a $19m increase in its asset valuation, which
saw an increase in capital charge costs of $1.5m. This cost had to be met from savings
elsewhere in the organisation.

ii. MidCentral DHB supports the changes to new capital injections. Health infrastructure
requires ongoing investment in order to maintain and enhance services. Technology
advances offer opportunities for better health outcomes and increased productivity.
DHBs collaborate on these in order to maximise the investment and the sector has been
reconfigured to support stronger regional and national planning in this regard.
Private/public partnerships are also used where appropriate to ensure maximum use of

capital investments.

To date, DHBs’ significant investment in infrastructure/assets has resulted in a material
increase in capital charge which must be offset by savings elsewhere within the
organisation. Government support for this investment by way of meeting the capital
charge cost will be beneficial.

iv. The proposed change to support repayment of surplus cash is pragmatic and sensible.

4.4 SERVICE CHANGES

Guidelines around service changes have been issued by the National Health Board.
This is a significant document and is impacts our planning process.

The guidelines are discussed further in the annual planning update.

4.5 HEALTH BENEFITS LIMITED (HBL)

HBL continues to progress collaborative procurement initiatives on behalf of the sector. Itis
also working closely with the Ministry of Economic Development which recently established a
Government Procurement Reform Programme. This programme develops All-of-Government
contracts, four of which are underway: office consumables, passenger vehicles, laptop and
desktop computers, and, single and multi-function print devices. HBL has been offered a
permanent east on both the programme’s governance/strategy group and also its steering
group.

4.6 HEALTH QUALITY & SAFETY COMMISSION

The Commission advises its work programme for 2010/11 and beyond is currently being
finalised, and its priorities include:

» the national introduction of a standardised medication chart and reconciliation of medicines
process, to reduce medication errors

reducing hospital-acquired infections

learning from preventable adverse events that happen to those using our health services
ensuring consumers are actively engaged in decision-making about health services
reviewing the current hospital satisfaction survey to make recommendations about how
consumer feedback should be sought in the future.

MidCentral Health, as reported through the Hospital Advisory Committee, in participating in
several of these initiatives. For example, it will be piloting the new standardised medicines

chart..
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4.7 DISTRICT HEALTH BOARDS’ NZ UPDATE

Consideration is being given to the best structure for DHBNZ going forward. As members are
aware, DHBNZ’s core operational functions have reduced and are now:

» employment relations (strategy, negotiations and operational capacity)
e national service strategy and contracting, performance improvement
¢« 20 DHB collaboration

A number of new entities have been created to deliver other functions such as service planning,
workforce, information, capital, shared services, and quality and safety. Legislation was
amended to establish these agencies, however accountability for services to populations,
funding and contracting, and employment of provider-arm staff remains with DHBs.

DHBs, through DHBNZ, are now looking at the best structure to enable alignment across DHBs
and central agencies on: roles and responsibilities; workplan priorities and delivery;
engagement and decision-making; and resourcing and capability.

Further information on this matter is provided in the confidential section of this report. (NB:
this decision is subject of negotiation between DHBs and/or other agencies.)

4.8 STRENGTHENING OUR HEALTH SERVICE S — LONG TERM HEALTH
SECTOR FRAMEWORK

The Ministry of Health advises that work on this long term strategic document for the sector is
still progressing. Sector engagement in 2011 is still planned and is likely to be from early April
onwards.

5. Regional Matters

5.1 REGIONAL SERVICES PLAN (RSP)

The development of a Regional Services Plan continues.

The central region comprises MidCentral, Capital & Coast, Hawke’s Bay, Hutt Valley, Wairarapa
and Whanganui DHBs. There are approximately 869,000 people living in the Central Region -
around 20 percent of the total New Zealand population.

In developing the RSP, we are seeking to:

Ensure our services are sustainable

Ensure our services meet the changing needs of our population and there is equity of access
Adopt a systematic framework to address changes in workforce, IT and capital investment
Meet our financial responsibility to manage our budgets including increasing costs, within
the revenue available, and achieve combined cost efficiencies. This should assist in reducing
our current collective deficit of approximately $40m.

The RSP is still draft, but at this stage the regional priorities proposed for action in 201112 are:

e Meeting the national health targets: improving access to elective services and shorter
waiting times for cancer services



» Addressing vulnerable services: including regional radiology, older adults and
rehabilitation

* Key regional enablers: strengthening clinical leadership and clinical governance, the

Central Region Information systems Plan (CRISP), capital asset management, and shared
support services (non — clinical), improving travel and accommodation (2012/13).

* Sub-regional activity: the action plans for sub—regional activity for the centralAlliance
between MidCentral and Whanganui DHBs, and for Capital & Coast, Hutt Valley and

Wairarapa DHBs.

5.2 CENTRALAILLIANCE

This collaborative initiative continues to make steady progress. A separate report on progress
to date is provided.

5.3 CAPITAL & COASTDHB

Capital & Coast DHB has appointed Mary Bonner as CEO. Ms Bonner will take up duties on 28
March 2011. '

Meantime, Mr Stephen McKernan will be acting in this role.

5.4 COMBINED BOARDS’ FORUM

The annual combined forum for board members of the central region’s DHBs is scheduled for
Thursday, 10 March in Palmerston North. The key topic will be the Regional Services Plan.



6.  Organisational Matters

6.1 OPERATIONAL PERFORMANCE
MidCentral DHB’s continues to sustain strong operational performance.

Representatives of the National Health Board visited on 3 February and we discussed MDHB'’s
operational performance, including its financial position. Other topical matters and sector

issues were also discussed.

The NHB has requested further information about our financial position to enable a change in
monitoring status. This will be delivered, along with the January 2011 financial results, in mid
February. We are confident of a return to standard monitoring.

6.2 TAXAUDIT

The Inland Revenue Department has completed its audit of MidCentral DHB’s tax obligations
regarding:

e Pay As You Earn (PAYE)
¢ Goods and Services Tax (GST)
e Fringe Benefit Tax (FBT)

MidCentral DHB received a clean bill of health, which is an excellent result given the number
and variety of transactions processed through payroll, accounts payable and accounts receivable

in any given year.
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7. Financial Matters

(Amounts are in $000s and adverse numbers are in brackets.}

7.1 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.

7.1.1  Consolidated Provisional Results for the Year to 31 December 2010

Dec-10 DHB Funding Provider | Governance
RESULT Division Division
Monthly result ("'oo0's) ('o00's) ('ooo's) ('oo0's)
Net Result
Actual (1,114) (133) (830) (x51)
Budget (1,155) {(158) (641) (356)
Variance a 25 (189) 205

The monthly result for December was $41k favourable to budget, with the biggest favourable
variance being in the governance division.

Dec-10 DHB Funding Provider | Governance
RESULT Division Division
Year to date ('o00's) ('ovo's) ('000's) (‘ooo's)
Net Result
YTD - Actual 372 {1,111) 1,671 {188)
YTD - Budget (2,586) (1,695) (346} (545)
Variance 2,058 584 2,017 357

The cumulative result to the end of December was favourable to budget by $3.0m. The forecast
result for the year is a deficit of $1.9m, which is $1.8m favourable to budget. The forecast takes
account of a catch-up in activity (particularly surgery) by MidCentral Health over the next six
months.

The detailed statement of financial performance is shown in Appendices A and B.



7.2  STATEMENT OF FINANCIAL PERFORMANCE

7.2.1 Financial Position

MidCentral District Health Board
Statem ent of Financial Position (summary)
Jun 2009 Jun 2010 Deczo010 Change
$o000 $000 $000 $000
Assets Employed
Current Assets 44,727 41,941 89,453 47,512
Current Liabilities (54.841) (55,944) {100,064) {44,120}
Tixed Assets and Investments 164,748 160,010 157,374 (2,636)
154,634 146,007 146,763 756
Funds Employed
Equity 98,521 89,425 90,128 703
Bank Loans 54,867 55,301 55,354 53
Long Term Liabilities 1,246 1,281 1,281 o
154,634 146,007 146,763 756

The current assets (investments) and current liabilities (receipts in advance) are unusually high
at the end of December, due to the January funding of $39.4m being received from the Ministry
of Health on 31 December.

{Refer Appendix C for details.)

7.2.2 Debt and Investinents

7.2.2.1 Debt

This table shows the debt profile for the hospital’s long term debt.

Lender Maturity $oo0 Rate  Type
CHFA :

Nov-11 8,000 7.28% Fixed

Nov-11 5,000 7.28% Fixed

Apr-13 8,000 7.00% Fixed

Apr-13 4,500 4.70% Fixed

Apr-14 4,100 4.94% Fixed

Apr-15 7,000 6.71% Fixed

Apr-15 5,600 6.54% Fixed

Dec-17 2,500 5.05% Fixed

Dec-17 10,000 6.63% Fixed
Total 54,700
Unused Facility 2,000
Total Facility 56,700

EECA May-15 654 0.00% Fixed
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7.2.2.2 Investrnents

At the end of December, the cash invested totalled $72.1m. As noted above, this is particularly
high due to the January funding ($39.4m) from the Ministry of Health being received on 31
December. Details of the investments are contained in the table below.

Deposit Type Maturity Date Rate Value
$000
60 day 10-01-2011 4.57% 4,000
12 day 12-01-2011 4.21% 4,000
19 day 19-01-2011 4.24% 14,000
26 day 26-01-2011 4.29% 6,000
59 day 28-01-2011 4-51% 2,300
g1 day 31-01-2011 4.71% 5,000
60 day 01-02-2011 4.58% 6,000
60 day 01-03-2011 4.59% 3,000
go day 03-03-2011 4.68% 3,000
88 day 18-03-2011 4.68% 2,400
9o day 31-03-2011 4.67% 3,000
122 day 02-05-2011 4.85% 3,000
180 day 01-06-2011 5.20% 3,000
On call n/a 3.40% 11,800
Enable n/a 3.50% 1,580
Total as at 31 December 4.31% 72,080

The investments which matured in January were used as follows:

$4m, 10 January $0.3m used to fund expenditure
$3.7m placed on call

$4m, 12 January Used to fund expenditure

$14m, 19 January  Used to fund expenditure.

7.2.2.3 Covenants

Dec-10 Actual Limit /
Covenant

YTD- Variance to Budget $3.0 < ($2.0m)
Bank Loans (net debt) ($18.2}) $71.7m
Equity $90.1 > $30m
Debt & Equity $71.9
Debt Ratio -25.3% < 55.0%
Y TD Interest Cover 4.7 8 > 3.00

All covenants are being met.



7.2.2.4 Debt Position
Jun-o9 Jun-10 Dec-10
MidCentral District Health Board $m $m $m
Available Bank Facility 71.7 71.9 71.9
Net Debt (CHFA & Banks) 29.0 29.8 (18.2)
Debt Facility Surplus / (Shortfall) 42.7 42.1 90.1
Reserved Funds 18.7 18.7 20.2
Debt Facility Available 24.0 23.4 69.9

The net debt in the above two tables is negative due to the early receipt of the January funding

from the Ministry of Health.

7.2.3 Capital Expenditure (Capex)

The following table shows the current capital expenditure program.
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Allocated

Less

MidCentral District Health Board
Capital Expenditure Programme Status 31 December 2010

Plan 2010/11

MidCeniral Health

Linzc Sinking Fund

CAQHS- Dentistry Business Case
Planeing Workstations

Emergency Rooms 11 & 12 {Radiology)
Under $250k

Substitutions (Original DAP)
Car Parking

Telemetry Systems (ED & MAPU)
Prug Distribution System

ClEnical Records Building (Part)

Total MidCentral Health
Corporate

Under $250K

ISSP Pian zo10/11
Regional PACS Archive
eReferrals

Matemnity System
Denial

Sterile Tracking System
Total ISSP

Total Corporate

Enable
Capital Plar 2016/11 (Ttems under $250k)

Total Capital Expenditure 2010/11

MidCentral Health Provider
Enable

Corporate

Total

Funding Sources Approved by Board

Depreciation fimding

MOH Funding Enhancements Child & Adolescent Oral Health
Cash Reserves Board-Wilsons Carpark

Total Funding

Spent to date
Depreciation Funding
MOH equity injection
Other

Adverse budget variance to 30.11.2010

Balance to be expended

1,900
13,178

Actual
Budget (Approval {Spent
2010/11 |2010/11 [2010/11
360
1,887 1887
335 555 170
1,000
5409 2477 729
8bo 860 281
8oo
364
37 374
11,609 G¢,153 1,180
1,629 768 666
275
200
190
385
340
1,390 0 O
3010 768 566
450 54 54
15,078 6,975 1,900
11,609
3,019
- 459
15,078
12,331
1,887
— 860
15,078
1,900
1,900
1]




Capital Plan Prior Years

MidCentral Health
1CU Monitors

LA MIC

Linac Sinking Fund
Ultrasound

CAQHS

Theatre Electrics

Under $250K
Total

Corporate

Clinical Records Building

Corporate IT & Other

ISSP

Concerto- Moved to CAPEX 2011/12 plan
Other 1SSP

Total
Enable
On-Line Applications

Total Capital Expenditure Prior Years

Funding Sources

MOH Funding Enhancements Child & Adolescent Oral Health
Cash Reserves- Board

Total

Prior
Approval

Unspent 2011
asatzr YTD

Dec 2010 Spend

Total Capex Outstanding

Plan 2010/11
Prior Years

To be Funded
Depreciation

MOH Capital Injection
Cash Reserves

Total Fixed Asset Purchases to 31/12/2010

4,289

524
0 264
206
363
530 225
473
35 552
2,151 1,041
1,706 305
162 254
[+
13 49
1,881 608|
] 229
4,032 1,878|
603
3429
4,032
13,178
4032
Total 17,210
10,431
2,490
Total 17,210
3,778

7.3 CASH POSITION

A summary of the cash position by division is shown below.

Treasury Division
Funding Division
MidCentral Health

Trust Funds - Short Term
Enable

Total

Cash /Investment Summary as at 31 December 2010

$m
17.3
53.6
0.6
04
1.7

73.6

—-I\V}

Y
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As previously noted, the cash position is unusually high due to the early receipt of the January
funding from the Ministry of Health.

7.4 AGED DEBTOR ANALYSIS

A summary from the DHB’s billing system is shown below. As can be seen from the table, the
largest debtors are the Ministry of Health and ACC. The old debt with ACC is a hangover from
the ACC billing project earlier in 2010, which resulted in a significant amount of back-billing
taking place between March and June. It does not represent a major problem at this stage. Staff
within the Finance Department are actively working with ACC to reduce the old debt (although
this did slow down over the Xmas/new year period due to staff leave) and it has reduced by
around 12% over the past month.

The outstanding accounts with the Ministry of Health are being followed up.

Aged Debt Analysis as at 31 December 2010

31-60  61-90 Over 9o
Total Current days days days
$000” $000” $ooo” $o00” $oo0

Ministry Of Health 2,439 1,016 1,027 0 396
ACC 839 248 24 45 522
Other DHBs 265 253 4 o] 8
Overseas Visitors 147 15 23 2 107
Other 1,201 935 181 28 57

Total 4,801 2467 1,259 75 1,090
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8. Outlook

Planning and budgeting will be the major focus over coming weeks as we seek to firm up the
annual plan, regional service plan, and associated financials.

We will also be working with the National Health Board to seek a change in our monitoring
status.

Appendices:

A. Statement of Financial Performance (Consolidated)
B. Statement of Financial Performance (Divisional)

C. Statement of Financial Position

D. Statement of Cash Flows
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Appendix A
Statement of Financial Performance (Consolidated)

MidCentral District Health Board
Statement of Financial Performance

Dec-10 Actual Budget Variance Variance
Monthly Resulr $000 $000 $o00 %
Revenue
Govt. & Crown Agency 42,374 44,393 (2,019) (5%)
Patient/Consumer Sourced 72 64 8 13%
Other Income 1,150 571 579 101%
Total Revenue 43,596 45,028 (1,432) {3%)
Expenditure
Personnel 15,034 14,822 (212) {1%)
Outsourced Personnel 202 139 (63) {45%)
Sub-total Personnel 15,236 14,861 {275} (29%)
Other Outsourced Services 1,166 1,243 77 6%
Clinical Supplies 3,635 3.820 185 5%
Infrastructure & Non-Clinical 6,026 7,681 1,655 22%
Provider Payments 18,647 18,478 (169} (1%)
Total Expenditure 44,710 46,183 1,473 3%
Operating Surplus/(Deficit) (1,114) (1,155) 41 {49%)
Dec-10 Actual Budget Variance Variance
Year to Date $000 $000 $000 %
Revenue
Govt. & Crown Agency 257.836 266,285 (8,449) (3%)
Patient/Consumer Scurced 543 384 159 41%
Other Income 4,844 3,427 1,417 41%
Total Revenue 263,223 270,090 {6,873) (3%)
Expenditure
Personnel 85,578 87.611 2,033 2%
Outsourced Personnel 2,423 846 {1,577} (186%)
Sub-total Personnel 88,001 88.457 456 1%
Cther Cutsourced Services 7,281 7459 178 2%
Clinical Supplies 22,134 23,059 925 4%
Infrastructure & Non-Clinical 35,271 44,748 9,477 21%
Provider Payments 110,164 108,959 {1,205} (1%)
Total Expenditure 262,851 272 682 9,831 4%

Operating Surplus/(Deficit) 372 (2,586) 2,058 {114%




Appendix B

Statement of Financial Performance (Divisional)

Dec-10 DHB Funding Provider Governance Eliminations
Monthly Result Actual Budget| Actual Budget| Actual Budget| Actual Budget| Actual Budget
$m $m $m $m $m $m $m $m $m $m
Revenue 43.6 45.0 38.6 385 24.6 26.3 0.5 0.4 (20.1) (20.2)
Expenditure 44.7 46.2 38.8 38.7 25.4 27.0 0.6 0.7 (20.1) (20.2)
Net Result (1.1) (1.2) (0.2} {0.2) (0.8) (o.7) {o.1) (0.3) 0.0 0.0
Dec-10 DHE Funding Provider Governance Eliminations
Year to Date Actual Budget| Aclual Budget| Actual Budget | Actual Budget| Actual Budget
$m $m $m $m $m $r $m $m $m $m
Revenue 263.3 =270.1 | 233.8 2310 151.6 160.6 2.6 2.3 (124.7) (123.8)
Expenditure 262.9 2727 | 23409 2327 149.9 160.9 2.8 2.9 (124.7) (123.8)
Net Result 0.4 (2.6) (1.1) {(1.7) 1.7 {0.3} (0.2} (0.6) 0.0 0.0




Appendix C
Statement of Financial Position

Actual
Jun-09 Jun-10 Dec-10 Change
$ooo $000 $o00c0 $o000
ASSETS EMPLOYED
Current Assets 44,727 41,941 89,453 47,512
Bank/Cash 766 1,008 1,099 91
Investments < 3 months (Trusts) 313 276 363 87
Investments < 3 months 16,545 13,180 72,080 58,900
Investments > 3 months 8,500 11,000 o (11,000)
Other Current Assets 18,603 16,477 15,011 {566)
Current Liabilities (54,841) (55,944) (100,064) (44,120)
Capital Charge (2,334) (672) (594) 78
Employee Entitlement Provisions (17,668} (19,820) (19,729) 91
GST (1,513) (2,011)  (4,609) (2,598)
Other Current Liabilities (34.,326) (33,441) (75,132) (41,691)
Fixed Assets & Investments 164,748 160,010 157,374 (2,636)
Total Fixed Assets (refer to note) 162,248 157,209 154,573 {2,636)
Restricted Investments 1,750 2,000 2,000 o}
Investments 750 801 801 o
Net Assets Employed 154,634 146,007 146,763 756
FUNDS EMPLOYED
Share Capital 63,603 63,092 64,323 331
Revaluation Reserve 54,544 54,645 54,645 o}
Trust and Special Funds 2,064 2,276 2,363 8y
Retained Earnings (21,880) (31,488) (31,203) 285
98,521 89,425 90,128 703
Term Loans 54,867 55,301 55,354 53
Long Term Liabilities 1,246 1,281 1,281 0
Total Funds Employed 154,634 146,007 146,763 756
Note:
Land 16,545 16,545 16,545 0
Buildings (including fitout) 115,772 110,113 107,695 (2,418)
Plant & Equipment 28,615 29,318 28,089 (1,229}
Work in Progress 1,316 1,233 2,244 1,011
Total 162,248 157,209 154,573  (2,636)




Appendix D

Statement of Cash Flows

Dec-10 Qtr1 Oct Nov Dec Qtr= Qtra Qir 4 Full Year
($'000's) Actnal Actual Actual Actual Actual Forecast Forecast Forecast
Cash From Operating 4,142 4,006 4,468 39,578 48,052 -35920 3914 20,188
Cash from Investing 1,079 -675 -410 558  -L643  -7.292  -2931 -12,945
Cash From Financing -432 -291 -314 -357 -g62 103 -1,356 -2,647
Increase {Decrease) in Cash Held 2,631 3,040 3744 38663 45447 -43109 -373 4,596
Add Opening Cash Balance 25464 28,095 31135 34879 28005 73542 30433 25464
Closing Cash Balance 28,095 31,135 34879 73542 73,542 30,433 30,060 30,060
Net Debt Position:
Funds Utilised 27,250 24,210 20475 -18188 -18,188 24434 24,807 24,807
Useable Facility 71,867 71,867 71,867 71,867 71,867 71,867 71,867 71,867
Surplus / (Shortfall) 44,608 47,648 51,392 90,055 00,055 47433 47,060 47,060
Reserved Funds 20,250 20,250 20,250 20,250 20,250 20,250 20,250 20,250
Available Facility 24,358 27,398 21142 69,805 69,805 27,183 26,810 26,810

3

b

Note: Under NZ IFRS, the cash balance is deemed to be the total of cash/bank balances and investments
< 3 months. In the table above, investments > 3 months have been included to give the whole picture

of cash and investments.
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A CenTrAL DISTRICT HEALTH BOARD

fe foe Houoro o Ruahine o Toromna

TO Board

FROM Chief Executive Officer

DATE 8 February 2011

SUBJECT Board’s Work Programme, 2010/11 M E M 0 RA N DU M

1. Purpose

This report provides an update of progress against the Board’s 2010/11 work programme. Itis
provided for the Board’s information and discussion.

2. Summary

Reporting is occurring in accordance with the timeline with the one exception. As reported
previously, the update regarding Clevely Health Centre relates to building lease and/or purchase
arrangements and is aligned to the Integrated Family Health Centre initiative in Feilding. We will
provide this report once the IFHC initiative is in a position to undertake these negotiations.

A schedule of all reports scheduled for consideration at the Board’s next meeting are set
out below. If there are any new items which members require, or any issues they would
like canvassed in future reports, please advise.

CEQ’s Operating Report

Draft 2011/12 Annual Plan and Progress Report

Draft 2011/12 Statement of Intent and Progress Report

2010/11 District Annual Plan: update regarding implementation of
governance/corporate initiatives

MDHB'’s Capital Expenditure Plan: outcome of independent review (alignment with
long term financial sustainability)

centralAlliance Update

Minutes of Manawhenua Hauora Meeting

Triennial Review of External Committee Membership

Delegations Policy: regular review

3. Recommendation
It is recommended:

that the updated work programme for 2010/11 be noted.

(Georgel
ecutive 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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