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Hon Tony Ryali
DISTRICT HEALTH BOARD (DHB) SECTOR FINANC!AL PERFORMANCE FOR THE

PERIOD ENDED 30 SEPTEMBER 2009

Purpose and Background

1.

This report presents an overview of the financial performance of the District Health Board
(DHB) sector for the period ended 30 September 2009 based on data provided by the DHBs
in monthly financial templates.

The report highlights where the sector or an individual DHB reports a signiﬂcant variance
against plan or against comparable performance within the sector.

Interpretation of the data provided by the DHBs enables identification of areas of financial
pressure and risk as well as best practice within the DHB sector.

Tables and appendices included in the report have been complled from rounded data and
may not necessarily cross add.

This overview is tc be read in conjunction with the attached report detailing the impact of
individual DHB financial performance on the sector (refer Enclosure) supporting schedules
and the DHB * one-page summary reports.

Once this report has been signed by the Minster of Health, the report will be posted on the
Ministry of Health (the Ministry) website. The website address for the report will be
http://www.moh.govt.nz/dhbfp and filed under DHB Performance Reports.

The Health Report is copied to the Department of Prime Minister and Cabinet, Deputy
Commissioner of the State Services Commission, Director-General of Health, Deputy
Director-General Corporate Services, the Treasury (State Sector Performance Branch),
Crown Health Financing Agency, DHB Chairs and DHB Chief Executives.
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UHB Sector Unaudited Financial Performance

8.  Consolidated Statement of Financial Performance for the period ended 30 September

2009 '

TOTAL REVENUE ' 3,002,111 3,090,426 i 12,326,376

Operating Costs _ _

- Personne! Costs 1,115,983 | 1,126,585 4,513,800
Outsourced Services 106,041 89,232 353,936
Clinical Supplies 274,796 266,828 1,056,920

Infrastructure/Other Supplies 306,496 309,260 1,239,093
Subftotal i 1,803,315 1,791,805 7,163,749
Payments to Providers ‘

 Personal Health 899,904 - 903,301 3,617,208
Mental Heaith 101,409 109,671 442 977
Public Health 5,500 5,553 22,263
Disability Support Services 286,540 286,219 1,140,985
Maori Heaith 10,502 13,659 54,744 |
‘Subtotal : 1,303,855 1,318,404 5,278,177
. | TOTAL EXPENSES 3,107,170 3,110,309 12,441,926
| NET RESULT - (15,059) (19,882)
Average FTEs YTD 55,278 55,590 312 0.6% 55,875
Avge Annual Cost Per FTE (§) ** 80,754 . 81,063 309 0.4% 81,457

Note:
* The % column shows the year to date variance as a percentage of phased plan.
™ The cost per FTE is calculated by annualising YTD Personnel Costs divided by the average YTD FTEs.

9. As noted in the table above, the DHB sector financial performance for the period ended 30
September 2009 resulted in a sector deficit of $15.1M that was $4.8M favourable to plan. A
sector surplus of $2.8M was reported for the month of September 2009 against a planned
deficit of $0.9M. -

10.  Expenditure on Personnel was $10.6M favourable to plan (0.9%). Average accrued Year To
Date (YTD) Full Time Equivalent (FTE) personnel as at 30 September 2009 was 0.6% below
plan, with the average consolidated cost per FTE 0.4% below plan. The below plan FTEs
were predominantly driven by medical and allied heaith FTEs being 486 and 184 below plan
respectively, offset against nursing FTEs being 364 above plan (refer enclosure, paragraph
eight to eleven). ‘ _

11.  Outsourced Services reflect an unfavourable variance to plan of $16.8M (18.8%). The
majority of this unfavourable variance ($10.4M) was attributable to outsourced clinical staff
(Medical, Nursing, Allied Health and Support Perscnnel) which is indicative of the difficulties
facing the sector in recruiting and retaining permanent staff. Outsourced management costs
{personnel and contracted services) were unfavourable by $2.3M whilst outsourced clinical
services were $4.1M unfavourable to plan.
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Recommendations
The Ministry recommends that you:

(a) . note the report on DHB sector financial performance for the period ended 30 Yes/No
September 2009 resulted in a net deficit of $15.1M that was $4.8M
favourable to plan. '

(b} refer this report to the Minister of Finance for his information. Yes/No
i

Anthony Hill

Deputy Director-General

Sector Accountability & Funding .
MINISTER’S SIGNATURE:
DATE:

| Bill Peterson

Bridget Hesketh
(04) 496 2409
021 802 416

John Hazeldiné
(04) 496 2396
027 271 3218
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ENCLOSURE: INDIVIDUAL DHB FINANCIAL PERFORMANCE IMPACTING ON THE
SECTOR FOR THE PERIOD ENDED 30 SEPTEMBER 2009

District Health Board (DHB) Unaudited Net Results (refer schedule one}

1.

2.

The DHB sector financial performance for the périod ended 30 September 2009 resulted in a
sector deficit of $15.1M that was $4.8M favourable to plan.

The following DHBs reported significant year to date consolidated variances to plan.

Bay of Plenty DHB reported a deficit of $1.7M that was $2.3M unfavourable to plan.
The variance was driven by high acute and respiratory admissions which has reduced
the capacity to meet contracted elective volumes in the first quarter. The negative
impact on total revenue compared to plan Year fo Date (YTD) is expected to correct as
the year progresses; :

) Canterbury DHB reported a deficit of $0.9M that was $3.6M favourable to plan. This
favourable variance was mainly driven by a revision of the plan resulting from a line by
line review in ordér to deliver results per the District Annual Plan (DAP) expectations or
even better at year end. For the period ended 30 September 2009 the DHB has
achieved higher savings than in plan; _

) Capital and Coast DHB reported a deficit of $11.0M that was $2.7M favourable to plan.
Favourable expenditure on personnel and community providers were the main drivers
of this variance; '

® Lakes DHB reported a surplus of $2.8M that was $2.4M favourable to plan. This
favourable variance was mainly due to devolved revenue received being held for
multiple fixed-term contracts yet to be implemented:;

. Northland DHB reported a surplus of $0.8M that was $1.4M unfavourable to plan. This
unfavourable variance was due primarily to clinical personnel budget overruns. The
DHB attributes this to unusual junior doctor rotations resulting in higher than anticipated
locum use and imprecise phasing of planned clinical supplies expenditure;

s Southland DHB reportéd a deficit of $4.5M that was $1.3M unfavourable to plan. The
unfavourable variance was due mainly to higher than planned demand for hospital level
resthome care, home support and pharmaceuticals;

. Waikato DHB reported a surplus of $8.1M that was $2.4M favourable to plan. The
favourable variance was due mainly to lower than planned payments to other

_ providers;

. Waitemata DHB reported a deficit of $3.5M that was $1.5M unfavourable to pian. This
variance was due primarily fo clinical supplies and clinical personnel budget overruns.
The DHB attributes this to timing of expenditure in relation to plan, some anticipated
savings not being realised, staff mix variations and a demand driven component.

DHB Funder Arm Revenue Allocation (refer schedule two)

3.

Total revenue was unfavourable to plan by $2.4M (0.1%). Payments made by the Funder
arm to the DHBs’ own Provider were $12.4M (0.9%) unfavourable to plan, while payments fo
other providers were $14.5M (1.1%) favourable fo plan.

Whilst total payments to other providers were marginally below plan the foliowing DHBs
reported significant year to date variances fo plan. :

Counties Manukau DHB reported a favourable to plan variance {6.5%). The DHB reports
that this is mainly due to timing of revenue in the phased plan and is expected to reverse
over time; '
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6. Tairawhiti DHB reported an unfavourable to plan variance (9.0%). The DHB is investigating
possible expenditure coding errors effecting the allocation between own provider and other

providers. -

7. Of the $12.4M unfavourable to plan payments made by the Funder arm to the DHB’s own
Provider, $6.4M of the variance was confributed to by Waikato DHB as a result of its Provider
arm performing record levels of procedures. The funding of this performance level will be
capped once predetermined volumes are reached. There is no material shift in deliverable
volumes of services within Waikato DHB’s Non-Government Organisations (NGO).

DHB Provider Arm Results (refer schedule three) -

8.  Netresulfs in relation to Provider arm revenue range from West Coast DHB with the highest
deficit at 22.6% of revenue to Otago DHB with the highest surpius at 4:4% of revenue. In
dollar terms Capital & Coast DHB reports the highest deficit at $12.6M ($1.5M unfavourable
to plan) and Auckland DHB the highest surplus at $8.4M ($0.8M favourable to plan).

9. Outsourced services expenditure and clinical supplies expenditure as a percentage of
revenue for the period ended 30 September 2009 follow a similar pattern to that reported for
the perlod ended 30 September 2008.

Average Year to Date (YTD) Consolidated Accrued Full Time Eqﬁivalents (FTE) {refer
schedule four)

10. The YTD average accrued FTEs for the sector were below plan (312 FTEs). This was
predominantly driven by medical and aliied health FTEs being 486 and 184 below plan
respectively, highlighting the difficulties facing the sector in the recruitment and retention of
permanent staff in these areas and DHB planning based on a low level of vacancies. This
was offset against nursing FTEs being 364 above plan. The following DHBs reported
material variances on total FTEs:

. Bay of Plenty DHB reported FTEs 90 (3.9%) above plan predominantly in nursing
driven by higher than planned levels of acute admissions.

. Canterbury DHB reported FTEs 203 (2.9%) below plan predominantly in medicéi,
nursing and management/administration personnel. The DHB indicated that the
variance reflects unfilled positions and new estab!xshment numbers resulting from the

line by line review.

K Capltai and Coast DHB reported FTEs 140 (3.4%) above plan predominantly in the
~areas of nursing (refer point ten) and management/administration personnel driven by
the inclusion of HIQ Lid staff in actuals and adjustments to sick leave accruals.

. Counties Manukau DHB reported FTEs 79 (1.5%) below plan predominantly in medical
(refer point 11) and management/administration personnel (vacancies being held
open), offset against above plan nursing personnel (refer point 12).

. Waiternata DHB reported FTEs 141 (2.7%) below plan predominantly in medical and
allied health personnel driven by recruitment difficuliies.

11. Three of the twenty-one DHBs (Auckland, Counties Manukau and Waitemata) contributed to
61.9% of the below plan medical personnel FTEs. This is driven by recruitment difficulties.

12.  Four of the twenty-one DHBs (Auckland, Bay of Plenty, Capital & Coast and Counties
Manukau) contributed to 91.8% of the above plan nursing FTEs. This was driven by higher
than planned activity, lower than planned staff turnover impacting on the absorption of new
recruits and medical shortage being covered by higher use of nurses. .

13. The difficulties in recruitment and retention have driven the unfavourable to plan outsourced
costs as shown in the following personnel categories.
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. Medical personnel FTEs were 486 (6.5%) below plan while medical personnel costs

were $6.9M favourable to plan and outsourced medical personnel costs were $7.2M
unfavourable to plan;

. Nursing personnel costs at $7.4M uhfavourabie to plan (both personnel and outsourced
costs} were contributed to by nursing FTEs 364 (1.5%) above plan;

. Allied health personnel FTEs were 184 (1.6%) below plan while allied health personnel
costs were $3.4M favourable to plan and outsourced allied health personnel costs were
$0.2M unfavourable to plan. This probably reflects a shortage of allied heaith
personnel in the market at present;

. Management/administraﬁon personnel FTEs were 63 (0.6%) bélo_w plan while
management/administration personnel costs were $3.3M favourable to plan and
- outsourced management/administration personnel costs were $1.1M unfavourable to

plan;’

. A Ministerial CAP is in place on the number of management/administration FTEs for
each DHB. Though the number of management/administration FTEs is unfavourable
for Auckland, Capital & Coast and Waikato DHBs , they and all other DHBs are

“adhering to the cap. The variance in Auckland and Waikato DHBs reflect higher levels
of empioyment than planned for. In regard to Capital & Coast DHB see paragraph 10 .
above. - '

Annualised Average Consolidated Cost per FTEs (refer schedule five}

14.

DHB Balance Sheet (refer schedule six)

15.

- 16.

17.

The consolidated cost per FTE was 0.4% below the planned cost. There continues to be an
unfavourable variance in cost per Medical FTE. Given that costs are in line with pian and
FTEs below plan, this unfavourable variance is reflecting leave not being taken and the need
for overtime to be worked. The majority of DHBs report total average cost per FTE within
$4,000 of plan. : E

. Capital and Coast DHB reported a variance that was $5,000 less than plan. The
variance was driven by personnei mix.

Net cash held by the sector at 30 June 2009 was $280-7M- Wit deBIoTEoF$566-0M and
creditors of $874.9M. This indicates that if all the debtors and cash were utilised to pay
creditors, the sector would be Ieﬁ with a $28.2M cash shortfall.

Working capital for most DHBs was negative and at a sector level was $983.2M. Only Lakes
Taranaki and Northfand DHBs have materially positive working capital and they have all
started or are about to invest heavily in major capital projects. '

The position reflected by the Balance Sheet at the end of a month will aiways show the worst
working capital position for DHBs as the sector receives one twelfth of its annual funding on
the fourth day of each month. The Current Ratio is also strongly influenced by the level of
the current provision for employee entittements. The removal of the provision for employee
entitlements gives a Current Ratio for the sector of 0.84:1 which is below the norm of 1:1.

Capital Expenditure (refer schedule seven)

18.

19.

The capital expenditure for the sector was below plan by $30.3M. This variance was
reflective of DHB's lack of accurate phasing of planned capital expenditure and delays in
commencing projects, notably Waikato DHB ($14.1M). '

Six DHBs are currently undertaking major capital works — Bay of Plenty, Counties Manukau,
Hutt Valley, Lakes, Nelson Mariborough and Waikato DHBs.
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Outstanding Capital Charges (refer schedule eight)

20. Overdue charges as identified in schedule eight have been discussed with the DHBs.
Taranaki DHB is only part paying due to no additional funding having been received for
capital charge on 2007/08 revaluations. Auckland DHB devalued in 2008/09, reversing the
2007/08 revaluation, therefore the outstanding capital charge will be eliminated during the
capital charge wash-up process in November 2009. The Ministry of Health is following up
with Capital and Coast DHB on outstanding capital charge. -

- Implications for Reducing Inequalities
21. There are no implications identified in this report for reducing inequalities. '



11“ MidCentral DHB
Financial Performance Summary

Monitoring Level : Standard Monitoring

For the period ended : 30 September 2009 ' 2
Year-to-Date (Y1D) Monthly Net Results
Actual Plan 3000 -
Net Result : Surplus / (Deficit) $ '000 s
Govemance ' (168) {1453 F om0
Provider (1,360) (126 A
Funder (1,855) (2,916 ! e
DHB Consalidation - (3381) (3487)i07. (994)} (3.539) " -1000
Capital , $ '000 1 $'o00 2000
iTotal Capital Expenditure : 1,241 4,152 % 3000
Net Equity Movement (80) . 0L o0 =
Key Performance Indicators : ’ g,; § § g ? % % % %: g § §; a g,;
YTD Average Full Time Equivalents 2:159 2,199 280 2483 & =+<<4 35 3 8
[_EMonthly Actuals  BiPhased Business Plans |

MidCentral DHB reported a consoiidated defickt of $3.4M, that

The monthly consolidated deficit of $0.9M was $0.2M unfavourable to plan.

The DHBs 2009/10 DAP savings and efficiencies to be attained from service reviews included modifications to personnel levels.
Senior management changes have occurred. Other plans for restructuring are progressing.

o
[T
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Murray Georgel : : few Zealand
Chief Executive Officer Phone (04) 496 20
MidCentral District Health Beoard Fax (04) 496 2340
PO Box 2058,

Ref. No

Palmerston North Central
PALMERSTON NORTH 4440

Dear Murray
Long term supports for people with chronic health conditions

In 2007 new funding was introduced to address a recognised service gap for people with
long term support needs arising from a chronic health condition. At the time the then
Minister of Health Hon. Pete Hodgson directed that, subject to capability and capacity,
District Health Boards should be responsible for these services.

The services are currently managed by the Disability Support Services (DSS) Group of the
Ministry of Health (MoH), and given the temporary nature of this arrangement are often
referred to as the Interim Funding Pool (IFP). In the last two years, efforts have been made
to transfer the funding and responsibility for the services to DHBs, but for a variety of
reasons this has not happened. The transfer of the services to DHBs is in line with the
current Government direction of devolving such services to the sector. This letter informs
you of the approach being taken to progress this.

Earlier this year work was completed fo explore the issues that need to be resolved in order
to transfer responsibility for these services to DHBs. This highlighted a number of issues
that require a dedicated effort to achieve a successful transfer to DHBs. A decision on how
this would be managed was delayed until the Ministerial Review Group announced its
findings and any changes resulting from this were understood.

I am now able to inform you that a decision has been made to transfer the management of
the IFP fo the Sector Capability and Innovation {(SCI) Directorate of the MoH, which will
house an independent and dedicated team to work through the various issues and then
transfer responsibility and funding to DHBs. The team will be also responsible for the
management of current contracts.

The team will opera’te as a programme group under the name Long Term Supports - Chronic
Health Conditions, and will consist of:

Name and role Contact details

Martin Anderson - Programme Manager 03 547 8497
027 666 0901

martinandjulie@kinect.co.nz

-Christy Richards - Programme Analyst and 03 474 8559

Contract Manager, seconded from Health Christy_Richards@moh.govt.nz
and Disability National Services (HDNS)
Directoraie

Carolyn Bevege - Programme Administrator | 04 816 3663
- Carolyn Bevege@moh.govt.nz
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Programme oversight wiil be provided by Geoff Ineson, SCI Business Manager.

The programme teamn will work with DHB representatives and staff from Population Health,
Mental Health and Disability Support Services to progress the issues that need to be
resolved to enable a successful devolution of services to DHBs. There are a number of
policy and operational issues that must be addressed, and your DHB will be invited to be
involved in the process using a regional or individual approach. To assist this process,
please indicate to Martin Anderson (contact details above) if you prefer a regional or
individual representation approach, and if an individual approach, who your representative

will be.

The Service Coverage Schedule for 2010/11 includes a section on this programme.

Timeframes

The transfer of responsibiiity from DSS to SCI will oceur on 27 November 2009, with SCI
assuming full responsibility for the management of contracts from 30 November 2009. From
that date, any enquiries re these services should be directed to Carolyn Bevege. Carolyn
will ensure that your enquiry is passed to the right person.

The expectation is that all DHBs will have responsibility for these services by the end of
November 2010. Work on changes in policy and funding boundaries will need to be
completed by the end of May 2010 to enable the devolution to DHBs fo be completed within
the planned timeframe. It is anticipated that some DHBs may wish to assume responsibility
for these services earlier than others. If you have enquiries specifically arising from this
letter, please contact Martin Anderson - his contact details are in the table above.

Yours sincerely,

Dr Ashley Bloomfieid
Acting Deputy Director-General
Sector Capability and Innovation Directorate

cc — Planning and Funding General Manager



PO Box 5013
WELLINGTON 6145

17 November 2009

Mr Murray Georgel

Chief Executive Officer
MidCentral District Health Board
PO Box 2056,

Palmerston North Central
PALMERSTON NORTH 4440

Email: murray.georgel@midcentraldhb.govt.nz

Dear Mr Georgel
National Service and Technology Review (NSTR) Commitfee Report 2009

Please find an electronic copy of the National Service and Technology Review
(NSTR) Committee Report, 2009 attached.

This report covers activities since NSTR's first meeting in July 2006. it describes

how NSTR has implemented the Service Planning and New Health Intervention

(SPNIA) framework to evaluate new health technologies and services. The report

documents the achievements of NSTR, challenges faced and lessons leamed to
date.

| would be grateful if you would circulate the report within the District Health Board as
you see fit. Should you have any queries, please contact Bridget Wislang, Senior
Advisor, NSTR Secretariat: DD phone: 04 8163946, or Email:

Bridget Wislang@moh.govt.nz.

Yours sincerely

Dr David Sage, NSTR Chair
Chief Medical Officer
Auckland District Health Board






NSTR. 2009. National Service and Technology Review Advisory Committee 2009
Report. Wellington: Ministry of Heaith.

Published in November 2009 by the
Ministry of Health, PO Box 5013, Wellington 6145, New Zealand
ISBN: 978-0-478-33922-2 (online)
HP 4962

This document is available on -the Ministry of Health's website:
hitp:/Amww.moh.govt.nz
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Letter from the Chair

The National Service and Technology Review Advisory Committee's (NSTR) first
report covers activities since NSTR's first meeting in July 2006. As a bold

- experiment in attempting to harness the power of consensus decision-making, the
Service Planning and New Health Intervention Assessment (SPNIA) Framework
implementation has not met expectatioris. However, within the limitations of the:
SPNIA Framework, NSTR itself has had some success. It has engaged appropriate
clinical experts, and developed robust processes to evaluate new health technologies
and services based on the best available evidence. y : :

NSTR achievements to date are the production of four major business cases
recommending:
» the introduction to New Zealand of PET / CT scanning
- = left Ventricular Assist Device (LVADs) - as a bridge to heart transplantation
« a deep brain stimulation neurosurgical programme for movement disorders
« Bariatric surgery for the management of adult morbid obesity. '

The recommendations from each of these business cases were considered by the
Ministry of Health Executive Leadership Team and DHB CEOs.

Now over two years since NSTR's inception, the need for an effective method to
infroduce new publicly-funded health technology and service improvements is
undiminished. To this end, the need for robust evaluation of potential services and
technologies, and to improve funding and administrative processes within their
delivery remains paramount.

We are optimistic that developments to come out of the report of the Ministerial
Review Group (MRG) and observations of the efficacy of SPNIA by Professor
Stephen Munn in his independent review of SPNIA both released in July 2009 will
create a more effective mechanism to evaluate, plan and deliver new health
technologies and services during 2009/10. ' -

The task ahead is a recasting of NSTR's operating framework, within a structure that
combines the existing rigorous assessment of business proposals for change already
developed by NSTR, with the strength fo effectively enforce those recommendations.

I extend special thanks to all the committee for their dedicated hard work and on their
behalf thank our Ministry of Health staff for their support and the many contributors
whose enthusiasm has helped in our projects to date.

David Sage, NSTR Chair
Chief Medical Officer. _
Auckland District Health Board

NSTR Annual Report 2008 1
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"The SPNIA AFramework

The Service Planning and New Health Intervention Assessment (SPNIA) Framework'
is a joint institutional framework between District Health Boards (DHBs) and the
Ministry of Health (the Ministry) to assist DHBs and the Ministry to make health
service changes that require a collective decision. 'Service change' was intended to
encompass two related areas: : '

» new health interventions / new technology (including a new method of delivering
an existing treatment) '

« service reconfiguration (including the introduction of a new service, cessation of
a service, service expansion, quality change or change of providers),

- The SPNIA Framework provides:

» horizon scanning for new interventions, service changes and potential
disinvestments

» a clear format for writing a 'proposal for change' or a full business case
» a process for developing and consulting on a case for change

« assistance with the analytical support and access fo evidence required to
develop a credible case for change :

» clear decision-making steps and responsibilities and assessment criteria

. anannual decision cycle linked fo the district annuai plan round that enables
proposals fo be prioritised and funding sources identified. :

The framework looks to draw on existing groups and structures within the health
sector and, where required, identifies new responsibilities, clearer steps, linkages
and extra assistance. For example, the framework created the National Service and
Technology Review Advisory Committee (NSTR) to provide an independent and
expert analysis and assessment of proposals for change and business cases
considered through the SPNIA process.

The principles behind the frammework are that decisions should be taken at the lowest
level practical. So for example if two or more DHBs could reach an agreement
directly that does not have flow-on effects to other DHBs, then such an approach.
should be taken. However where the potential impact or low-on or precedent-setting
effect of a service change is regional or national, then the matter may be referred
through the SPNIA process for a collaborative decision.

" District Health Boards New Zealand inc. and Ministry of Health. 2006. Service Planning and New Health
Intervention Assessment: Framework for collaborative decision-making. Wellingtor: District Health Boards
New Zealand Inc and Minisiry of Health. www.moh.qovi.nz/spnia

NSTR Annual Report 2009 ' )
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A matter may be referred through the SPNIA Framework for a collaborative decision

a DHB initiating the change (the most common situation)

a DHB (potentially) affected by a service change or new health intervention
a Regional Capital Committee

the National Capital Committee

the DDG-CEO Group?

the national DHB CEO Group

the Ministry of Health '

the Minister of Health |
a regional forum or NSTR may choose to initiate consideration of a matier
(including a retrospective review of the impacts of a previous service decision).

The DDG-CEQ Group, or the Minister, can specifically request NSTR or a regional
forum to consider, and make a recommendation, regarding a matter. This means
that the DDG-CEO Group or the Minister have the authority to declare a matter as
having regional or national impacts and require a regional or national process. This
includes health service changes proposed by the Ministry. ‘ '

2 The DDG-CEO Group has been in abeyance since 2007.

NSTR Annual Report 2009
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National Service and Technology Review Advisory
Committee (NSTR)

The SPNIA Framework established NSTR to provide at a national level horizon
scanning, the co-ordination of SPNIA business case development, and the analysis

and evaluation of proposals for change and business cases. -

NSTR was originally intended to be governed by the DDG-CEO group. However with
this group currently in abeyance, NSTR has been referring its assessment and
recommendations on all national SPNIA business cases to the Ministry's Executive
Leadership Team (ELT) and all the DHB CEOs via the DHB CEO Group for

endorsement.

NSTR's role is fo:

» provide technical and strategic policy advice to the Ministry's ELT and all the
DHB CEOs (originally DDG-CEQ Group) on health service configuration and
health interventions that have a national impact ' _

» horizon scan for new health interventions that could be considered for formal
assessment because of their potential value

« horizon scan for sérvices and health mferventsons that are obsdieté ineffective
or madequate and therefore exit or cessation is likely to be appropnate

« maintain a register of health interventions and potential dlsmvestments that
have been recommended for assessment, and their status

. " develop, over time, a precedent-based threshold against which health

interventions can be ranked on their appropriateness for introduction to the New
Zealand public health system, or for their provision to cease

« co-ordinate the development of business cases, including the evidence
compoenent

'+ analyse and evaluate proposals for change and business cases and
recommend their adoptxon or rejection to the Ministry's ELT and all the DHB
CEOs. .

The function and expertise of NSTR is robust and brings together a high calibre
collection of clinical expertise and cost/benefit analytical skills. Membership of NSTR

is detailed in Appendix 1.

NSTR Annual Report 2009
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SPNIA - The First Two Years

A report from the National Health Committee (NHC) in May 2005° highlighted that
there was a gap in the New Zealand health and disability system around -
collaborative decision-making between DHBs and the Minisiry of Health. One of the
seven recommendations from the NHC's report directed the Ministry to assist DHBs

'to develop improved national and regional decision-making processes for new health
interventions'. '

As aresult, a joint Ministry, DHB and DHBNZ working group was convened. This
working group subsequently developed the SPNIA Framework, which was published
in February 2006. ‘

The first meeting of NSTR was held in July 2006. The first proposal that was
considered through the processes outlined in the SPNIA Framework was
 consideration of the potential for publicly funded Positron Emission Tomography
(PET) scanners in New Zealand. This matter was referred through the SPNIA
process at the direction of the then Minister of Health, Hon. Pete Hodgson.

NSTR made its assessment of the PET scanner business case in May 2007,
_recommending that DHBs invest in PET scanning, with a number of specifications
relating to funding, implementation and coordination of services.

The DHB CEOs Group declined to accept the recommendation on the basis that the
Business Case for public funding and provision of Positron Emission Tomography
(PET) in New Zealand did not provide adequate justification of additional patient
benefit for the additional costs. However, they agreed that criteria be developed for
publicly funded access to PET provided in Australia or privately. Foltowing the DHB
CEOs' decision, the Ministry of Health asked the New Zealand Cancer Treatment
Working Party fo review the indications for publicly funded PET Scanning (whether
overseas or privaiely in New Zealand). ' '

In October 2007 a national SPNIA workshop was held at Westpac Stadium in
Wellington. The workshop saw a range of speakers, including the then Minister of
‘Health, Hon. Pete Hodgson. The key note speaker was Dr Jill Sanders, President
and CEO of the Canadian Agency for Drugs and Technologies in Health (CADTH).
Other speakers included Professor Toni Ashton {Auckland University), Dr David
Sage (Auckland DHB), Ms Pauline Hanna (Counties-Manukau DHB), Professor
Stephen Munn (Auckland DHB), Dr Ray Kirk (Canterbury University) and Karen
Mitchell (Ministry of Health). -

The workshop was very well attended by a wide range of stakeholders from the
health sector and other agencies, such as ACC and Pharmac. The workshop
covered a wide range of fopics, including the rationale for SPNIA, prioritisation
processes and collaborative decision-making approaches.

3 The National Health Committee. May 2005. Decision-Making about New Healfh inferventions: A Report o
~ the New Zealand Minister of Health, www.nhe.health.govt.nz/moh. nsfiindexcminhe-new-health-interventions
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A number of key themes and challenges emerged at the workshop with participants
providing valuable feedback about implementing the SPNIA process. These
challenges are outlined in more detail on page 8.

- Up to February 2008, which was two years since the publication of the SPNIA
Framework, only one business case had been fully considered and assessed through
the SPNIA process. Whilst this was a disappointing output for the first two years of
the SPNIA Framework, there was a body of work taking place in terms of proposals
for change and business cases being developed and considered. The results of this
work began to come fo fruition during the latter part of 2008.

NSTR Annual Report 2009
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Achievements

2008

During 2008 three business cases were completed and assessed through the SPNIA
Framework: '
.+ Deep Brain Stimulation Neurosurgical Programme for Movement Disorders

« Left Ventricular Assist Device (LVADs) — as a Bridge to Heart Transplantation
« Management of Aduit Morbid Obesity in New Zealand.

" The recommendations from each of these business cases, with some caveats, were
accepted by the Ministry of Health Executive Leadership Team and DHB CEOs.

~ Recommendations for the Deep Brain Stimulation Neurosurgical Programme for

Movement Disorders, and Left Ventricular Assist Device (LVADs) are now being

implemented by DHBs. Each business case, NSTR's recommendations and final

decisions can be found at http://www.moh.govt.nz/moh.nsf/indexmh/spnia-

. worki#fcompleted. This link also provides detail of the overall NSTR work programme
to date, other proposals for change and archived fopics.

The initiative to advance the management of adult morbid obesity in New Zealand, as
per Ministry of Health and DHB support for NSTR's recommendations, currently sits
with the Ministry of Health, pending a decision on funding.

Also during 2008, NSTR received the final business case for Photodynamic Therapy
(PDT) for the palliative freatment of non-resectable cholangiocarcinoma. However,
on the basis of evidence that it was still an emerging treatment for biliary cancer,
NSTR recommended not taking the case any further. A business case for
Transcatheter Aortic Valve Implantation (TAVI) for High-Risk Surgical patients with
Severe Aortic Stenosis, after consideration of the evidence by NSTR was not
recommended for public funding. The decision was contested by Waikato DHB, who
have chosen to go ahead with their own pilot for a TAV] service.

2009
Four proposals for change have recently progressed to the NSTR business case
stage and are currently under development:

« Drug Elufing Stents | '

« Prophylactic Implantable Cardiac Defibrillators (ICDs)

» A National Clinical Genetics Service

« A National Registry for Inherited Cardiac Diseases.

NSTR Annual Report 2009 ‘ 7



NSTR's role includes considering evidence for health interventions that are obsolete,
ineffective or inadequate, and therefore where disinvestment or cessation may be
appropriate. NSTR is now looking at commissioning a short research project to find
out whether the assessment and surgical management of otitis media with effusion
(OME) in children conforms to international guidelines. The purpose of the study
would be to identify whether funding and clinician/theatre time could be dis-invested
from OME. NSTR would then considér proceeding to a proposal for change or

business case.

NSTR also plays a significant role in dissemination of information to health
practitioners and researchers through the production and circulation of its electronic
newsletter Scanning the Horizon. Scanning the Horizon provides links to systematic
reviews and important research on health innovations and emerging new

fechnologies. Back issues can be viewed at:
hitp:/fwww. moh.govt.nz/moh.nsf/indexmh/spnia-resources-newsletter,
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Financial Summary of NSTR Investment

Management of morbid obesity

Business case

DHBNZ $60,000

Deep brain stimulation neurosurgical
programme for movement disorders

Business case

Auckland DHB

Left ventricular assist device (LVADs)

Business case

Auckiand DHB

Photodynamic therapy (PDT)

Business case

Ministry of Health
$28,000

Drug eluting stents (DES) and Prophylactic
Implantable Cardiac Defibrillators (ICDs)

Business case

Ministry of Health
$44,500 -

National genetics service and a national
registry for inherited cardiac diseases

Business case

Ministry of Health -
$91,000

Transcatheter aortic valve implantation (TAV1)
for high-risk surgical patients with severe
aortic stenosis

Proposal for change

Waikato DHB

Grading of evidence

Report

Ministry of Health $8,400

Administrative expenses for the NSTR secretariat have been absorbed wﬁh:n

Ministry of Heaith baseline funding.
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Lessons Learned and Challenges Ahead

Whilst the theory and concept behind the SPNIA Framework is sound, its practical
implementation since its inception has not been straightforward and sometimes
d;fferent from the processes proposed in the framework ltself

A significant concern for NSTR has been that the level of acceptance and
implementation of recommendations from NSTR, despite robust assessment of
international and New Zealand evidence by the Committee, has been variable. The
SPNIA framework has been hampered by its inability to prevent individual DHBs from
offering new interventions with negative flow-on effects to other DHBs, even when
others considered them to be inappropriate for public funding or not cost effective.

To allay this problem, a robust mechanism to drive and monitor the implementation of

recommendations at the level of the Minister would be required.

It has been important that there has been the implementation of a process such as
SPNIA so that valuable lessons could be gained about this type of approach to
collaborative working and decision making across the health and disability system.
The challenges encountered and the lessons learned will inform the next steps and

future of the SPNIA Framework.

Two reports commissioned by the Minister of Health with implications for SPNIA were
completed in mid 2009. A review of SPNIA by Professor Stephen Munn was
released in June, followed by a Ministerial Review Group (MRG) report on the health
and disability sector overall (‘Meeting the Challenge”), with significant consideration

given to SPNIA.

In general, NSTR concurs with the observations made in both reports that the SPNIA
process has not delivered on its original aim. The MRG recommended a major
overhaul of the SPNIA function, and implied a transfer of the secretanat function of

NSTR fo the National Health Commlttee

In summary, the MRG report heralds imminent structural and accountability changes
to the way that health interventions are to be considered and delivered. It provides a
constructive basis for further work to address the shortcomings of SPNIA.
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Appendix 1: NSTR Membership

The current membership of NSTR s

David Sage David is Chief Medical Officer for Auckland DHB and an Chief Medical

(Chair) Anaesthetist at Auckland City Hospital. He has considerable | Officer
experience in health sector management and has an interest
in prioritisation in health care generally. ‘

Andre Nel Andre is Chief Medical Advisor at Nelson Marlborough DHB Chief Medical

‘ and is registered as a Specialist Medical Administrator. He Officer '
has over 20 years experience in senior roles both in private
and public hospitals. Andre sees a need to take a sirategic
and coordinated national approach to the infroduction of new -
technologies in the New Zealand health system.

Brent Wiseman Brent is the Chief Financial Officer (CFO) at Auckland DHB. Senior DHB
Brent is also a Performance Framework Group member, a - representative
Health Procurement Strategy Group member and Chair of the | (provider)
DHB CFO Group. Brent has worked in health since 1996. He
is a qualified chartered accountant with a Bachelor of
Management Studies degree and has previous experience in
the dairy manufacture and aeronautical sectors. Brent brings

|1 a financial perspective tod NSTR and also a broader health
cutcomes gain perspective.
Devon Diggle Devon is Principal Technical Specialist — Assets & Capital at Ministry of
{resigned in the Ministry of Health. Health nominee
November 2008) o
Margaret Hill Planning and Funding Manager, South Canterbury DHB. Senior DHB
' , : representative

Mark Jones Mark is the Chief Advisor Nursing at the Ministry of Health. - Ministry of
Mark is a nurse with postgraduate qualifications in health Health nominee
policy and public health. Mark has worked in primary health
care environments in the UK and USA. Mark contributes to
the implementation of the primary health care strategy in
addition to advising on policy and practice across all areas of
nursing. C .

Nigel Millar Nigel is the Chief Medical Officer at Canterbury DHB. Chief Medical

Officer

Pauline Hanna Pauline is the Director Planning & Performance at Counties Senior DHB
Manukau DHB. She has been with Counties Manukau DHB representative
(formerly South Auckland Health) for 11 years and has {funder)
previous work history in funding and planning health services,
general management and project management. Pauline was
nominated onto NSTR for her expefience in regional capital
and service planning with the Northern Region.

Robyn Northey Robyn has worked in various roles in the health sector. Consumer
Robyn has been a Dental Nurse, a Social Worker and moved | representative
to planning and management roles in the 1990s. Robyn has whoisa
an MA in Sociclogy. Robyn is on various boards and member of the
commitiees and brings a community perspective in the age national or
and disability sector to NSTR. o regional ethics

committee
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Sandy Dawson

Sandy is the Chief Clinical Advisor at the Ministry of Health.

He has primary care hospital experience and has worked for
the RNZAF and Air New Zealand. Prior to working at the
Ministry of Health, Sandy worked for the Health Funding
Authority. He has been involved in a number of Health
Technology Assessments and has a particular interest in how
cost benefit and cost utility analyses are applied. '

Ministry of
Health nominee

Stuart Powell
(joined November
2008)

Stuart is the Manager, Services Analysis, Sector
Accountability and Funding Drrectorate at the Ministry of

Health.

Ministry of
Health nominee

Te Aniwa Tutara

Te Aniwa Tutara is of Ngati Whatua descent, from the Kaipara
region. She is the General Manager of Maori Health for
Waitemata DHB, with previous work history in funding health
services, mental health management and Maori community
development. Te Aniwa is the Chair of Te Tumu Whakarae
(National reference group for DHB Maori Managers) and was
nominated onto NSTR where she provides input on the equity
and whanau ora aspects of the review precess.

Maori
representative

Warrick Frater

Warrick is the Chief Operating Officer (COO) at Hawkes Bay
DHB and has 16 years hospital service management and
COO experience. He expects NSTR to give constructive
support to the sector in the assessment and infroduction of
new technology and service change., Warnck isalsoa
Medical Laboratory Scientist.

Senior DHB
representative
(provider)

Wayne Turp
{resigned in Apdil

2008)

Wayne is General Manager Planning & Fundmg at West
Coast DHB.

Senior DHB
representative
{funder}

NSTR Annual Report 2009

12



CENTRAL REGION DISTR AppendiXG 3

To: Central Region District Health Boards
From: Peter Glensor, Chair, Central Region DHB Chairs and CEOs forum
ccC: Murray Georgel, RCSP CEO Sponsor

Ken Whelan, Chair, Central Region CEOs forum
Subject: RCSP Regional Committee — revised Terms of Reference
Date: 13 November 2009

Central Region DHB Boards reviewed a proposed terms of reference for the RCSP Regional
Committee at the October 2009 round of meetings. The responses were collated and
discussed at the 9 November meeting of DHB Chairs and CEOs.

Let me first thank you for your considered responses in the establishment of this important
regional committee. Your comments and concerns have been taken into account with the
foliowing amendments made:

Minor wording changes and inclusions to the Principles section
Membership is now the Independent Chair and six DHB Chairs or CEOs

Voting has been removed, with decisions being made by consensus

4. The Regional Decision Making Structure is amended to reflect the establishment of
a multi-representative Regional Leadership Committee (RLC) rather than three expert
advisory groups. As well as clinicians the RLC will include people with expertise in
Maori and Pacific Peoples health and health inequalities.

The amended Terms of Reference are now provided to you for final consideration and for
ratifying. | trust they now meet your expectations and can allow the establishment of the RCSP
Regional Committee to proceed.

Recommendations

DHB Boards are requested to

1. ratify the RCSP Regional Committee Terms of Reference, noting the changes

2. approve the establishment of the RCSP Regional Committee and the appointment of an

Independent Chair
Coordinated by
i as
e e g R P e e t'
e W,,Www S5 Wairaropa DHB LR IO B Whanganui — HAWKE'S BAY et
Wi e et e s ek e e g e e UTISRSRRSLERS nistrict Health Board
" I owww.centraltas.co.nz
shibiibistlathuiiinsiatll
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Appendix

RCSP REGIONAL COMMITTEE
Terms of Reference (DRAFT)

Purpose

The RCSP Regional Committee (RRC) will provide regional governance and decision making
on behalf of the Central Region DHBs (Wairarapa, Whanganui, MidCentral, Hawke’s Bay,
Hutt Valley, and Capital & Coast) to promote the achievement of the RCSP vision, namely:

By 2020 there will be a regionally coordinated system of health service planning and
delivery that will lead to ongoing improvements in the sustainability, quality and
accessibility of clinical services.

~ Principles

Commitment to regional collaboration and the RCSP

1. All Central Region DHBs will participate and share in an enduring, joint effort to achieve
the vision of the RCSP.

2. Each Central Region DHB will ensure that their local planning and decision making is
aligned with the direction, aims and objectives of the RCSP.

3. All decisions of regional importance will be made by consensus, using an agreed regional
decision making process and structures.

Four principles underpin the RCSP work programme.
1. Regional (and national) collaboration across the continuum of care.

Choosing to work together in order to find new innovative ways of better organising,
funding, delivering and continuously improving health services in the region.

2. Reducing health inequalities across the Central Region.

Working together to ensure equity in access, utilisation and outcomes of health services in
the region. In particular, high priority should be accorded to solutions that contribute to
reducing disparities for Maori and Pacific Peoples and rural communities.

3. Within regional resources, providing sustainable quality health services an optimal health
service which is sustainable (clinical and financial), innovative and accessible.’

e People of the region will have health services provided locally as long as services are
safe, affordable and sustainable, and of high quality. Need to ensure that “local
ownership” vs “local service provision” is not mixed up. Constant evaluation and
continued development of a system that will deliver quality care while maintaining
value for money.

e  Workforce issues dominate regional collaboration and underpin concepts relating to
sustainability, quality and access, and are therefore recognised here.’

4. Need to look at the future in the context of the future whilst learning from the past.

Solutions of the past may not be appropriate to solving the challenges that are currently
being faced.

' Not constrained by the population needs of the region (i.e. recognising national service linkages and priorities)
% Need to note that alternative service models could lead to alternative employment relationships
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Membership

The RRC will be composed of the following seven members:
¢  An Independent Chair (paid an honorarium)

e Either the Chair or the CEO, nominated from each DHB. The other is able to attend as
the alternate. In the absence of the Chair or CEO a person acting in the formal capacity
of Board Chair or CEO may attend as the alternate.

RRC Responsibilities and Decision Making
The RRC will make decisions that have material regional implications including:

e infrastructure investment
¢ changes to clinical services including workforce alignment.

DHB Chairs and CEOs have an obligation to take any matters arising for discussion and
debate to their Boards within an agreed timeframe (usually the next Board meeting following
agreement to a RRC recommendation) and to report back to the RRC within the agreed
timeframe (usually the next scheduled meeting following the Board meeting).

The RRC will take overall responsibility for the implementation of the RCSP. DHB Chairs
and CEOs will have delegated authority from their Board to act (where permitted in law) and
an obligation to regularly report progress against the plan.

Decisions will be informed by expert Figure 1: Regional Decision Making Structure
recommendations from the RCSP Leadership
Committee (RLC), a group representative of
different disciplines and DHBs. The RL.C is a
clinical and managerial partnership that will
provide direction to the programme and
ensure regional proposals are of the highest
quality and have undergone rigorous review.
As well as clinicians the RLC will include
people with expertise in Maori and Pacific
Peoples health and health inequalities.

Decisions will be made by consensus (see

App.endlx), famhtatec? .by the Independfant [ Expert working parlics. for sxample
Chair, to reach a decision for the collective ;
good of the Central Region population. i | Transport || Clinical || Vulnerable || Inequalities
H P Networks sernvices focus
Meetings

e The RRC will meet a minimum of once every two months.
e A quorum will be a minimum of five members.

e A record of each meeting will be provided along with monthly progress reports, draft
reports and/or other materials as required. Support will be provided by the RCSP
programme team through TAS. The agenda will be circulated one week ahead of each

meeting.

The terms of reference will be ratified by the Boards of the six Central Region DHBs and
confirmed at the inaugural meeting.
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The past 12 months has been formative in the life of the Regional Clinical Services Programme
(RCSP). Successes include the establishment of the RCSP Steering Group, Clinical Leadership
Group, Strengthening Hospital Services project, a Blueprint document for Clinical Networks, a
summary RCSP Communications document for the general public, as well as a number of
documents to support clinical practice such as a regional Heart Failure plan, and Renal
Integrated Care strategy. Mental Health and Addiction services have also recognised that the
time is right to establish a formal network with a focussed work programme, Ken Whelan (CEO,
Capital & Coast DHB is the CEO Sponsor for the Mental Health and Addictions Network.
Central Region DHBs are now moving towards a new regional governance framework that will
help provide more focus and accountability for the RCSP going forward.

RCSP Regional Committee. A draft terms of reference for the RCSP Regional Committee
(referred to in the draft Regional Clinical Services Plan as the Regional Advisory Group) is being
considered by Central Region DHB Boards. This committee has overall responsibility for guiding
the regional work programme and its processes (Figure 1).

*
o
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Figure 1: Reglonal decision making framework

L)

< RCSP Leadeiship Committee. After discussion atthe |
regional meeting of DHB executive teams (15 ;
October), a single integrated leadership committee i
was believed fo be the most appropriate way for ;
expert recommendations to be developed for the
RCSP Regional Committee and to provide leadership !

and direction to the programme team. Terms of !
Reference are cumrently being developed, to form a |
I

i

i

i

i

i

recommendation to the Regional Chairs and CEQs
forum on 14 December. _

Manawhenua Hauora is a newly established regional
committee, comprising DHB Maori Partnership / Iwi
Relationship Board members. A TAS delegation was
well received and provided an overview of the RSCP
at their October meeting. The engagement process ;o
between the RCSP decision making framework and :.._.._. _ _ . _ _ _ "™ -
Manawhenua Hauora is under discussion.

+
"

! Expert working parties, for sxample

District Annual Plans and the Regional Work Programme. The 2010/2011 planning cycle is
underway with DHBs providing DAPs to Boards in February or March 2010 before submitting to
the Ministry of Health. A section in DAPs will include a summary of work agreed as part of the
RCSP regicnal programme. Two new regional projects have come from the Strengthening
Hospital Services project; Radiology and Women's services. Initial regional meetings will occur
in December to gauge the specific service issues and to assist the formation of project scopes.

»
0‘0

% A summary communications document has been developed for DHBs to use to help explain the
Regional Clinical Services Plan (RCSP). This can be downloaded from www.centraltas.co.nz

Key Contacts

Programme Sponsor: Murray Georgel, CEQ, MidCentral DHR :

Steering Group Chair: Bridget Allan, GM Planning & Funding, Hutt Valley DHB

Programme Director: Andrea Pettett, GM TAS

. - . ) . Coordinated by
. . N Fi¥ta
% ol & Couist ey, AT woreropa DHB o o gy g e S = i P rinars
Bl L 2l Rneg ‘mw Wﬁm«amﬁwm lﬁﬁ%m; gg;?g&;iﬂi{aam ﬁ Mm'z:m S

wwvcentraltas,co.nz



Appendix I
Statement of Financial Performance (Consolidated)

Oct-og YTD Actual YI'D Variance Variance
Budget
$000 $000 $000 %
Revenue
Govt. & Crown Agency 164,418 164,986 (568) (0%
Patient/Consumer Sourced 306 220 86 39%
Other Income 2,508 2,773 (265) (10%)
Total Revenue 167,232 167,979 (747) {0%)
Expenditure
Personnel 56,159 56,563 404 1%
Qutsourced Services 7,303 5,591 (1,712) {31%)
Clinical Supplies 15,039 14,225 {814) {6%)
Infrastructure & Non-Clinieal 22,380 23,548 1,168 5%
Provider Payments 70,508 71,503 995 1%
Total Expenditure 171,389 171,430 41 0%
Operating Surplus/(Deficit) (4, 15'7) {3.451) (706} 20%
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Appendix J
Statement of Financial Position
Actual
Jun-08 Jun-o09 Oct-09 Change
$000 $000 3000 $o00
ASSETS EMPLOYED
Current Assets 48,911 44,727 39,444 {5,283)
Bank/Cash 1,244 766 1,117 351
Investments < 3 months (Trusts) 416 213 340 27
Investments < 3 months 23,955 16,545 23,170 6,625
Investments > 3 months 10,000 8,500 0 (8,500)
Other Current Assets 13,206 18,603 14,817 (3,786)
Current Liabilities (47,498)  (54,841) (50,907) 3,934
Capital Charge 614) (1,334) (128) 1,206
¢ Employee Entitlement Provisions (15,406) (17,668) (18,085) (417)
! GsT (1,062) (1.513) {2,100) (587)
Other Current Liahilities (30,416) (34.326) (30,594) 3,732
Fixed Assets & Investments 144,480 170,827 168,140 (2,687)
Total Fixed Assets (refer to note) 142,230 168,327 165,640 (2,687)
¢ Restricted Investments 1,500 1,750 1,750 (4}
{ Investments 750 750 750 0
Net Assets Employed 145,803 160,713 156,677 (4,036)
FUNDS EMPLOYED
Share Capital 63,817 63,603 63,829 136
Revaluation Reserve 35,041 60,723 60,723 o
Trust and Special Funds 1,916 2,064 2,089 25
Retained Earnings {12,054) ({=21,880) (26,062) {4,182)
89,620 104,600 100,579 (4.021)
Ferm Loans 54,943 54,867 54,852 (15)
Long Term Liabilities 1,330 1,246 1,246 0
Total Funds Employed 145,893 160,713 156,677 (4,036)
the:
{ Land 9,825 16,545 16,545 oi
i Buildings (including fitout) 105,486 121,851 120,051 (1,800);
{ Plant & Equipment 23,667 28,615 27408 (1,207)
{ Workin Progress 3,252 1,316 1,636 320:
Total 142,230 168,327 165,640 (2,687)




Appendix K

Statement of Cash Flows

Oct-09 Qtri Oct Qtr= Qtr3 Qtr4 Full Year
($'000's) Actual Actual Forecast Forecast Forecast Forecast
Cash From Operating 853 1,567 1,348 3,971 2,012 7,378
Cash from Investing -880 -237 -4,676 -4,676 -4,673 -14,605
Cash From Financing -894 -200 0 0 1,549 655
Increase (Decrease) in Cash Held -2,627 1,130 -3,328 -705 -212 6,872
Add Opening Cash Balance 26,124 23,497 23.4G7 20,169 19,464 26,124
Closing Cash Balance 23,497 24.627 20,169 19,464 19,252 19,252
g:Net Debt Position:
! Funds Utilised 31,355 30,225 34,531 35,236 35448 35,448}
Useable Facility 71,867 71,867 71,867 71,867 71,867 71,867
Surplus / (Shortfall) 40,512 41,642 37,336 36,631 36,419 36,4191
Reserved Funds 18,700 18,700 18,700 18,700 18,700 18,700
Available Facility 21,812 23 942 18,6§§ 17,931 17,719 17,719

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.



. i )

TO Board

oCeNTRAL DisTRICT HEALTH BOARD

fe Pae Houora a Ruohine o Tarorug

FROM Chief Executive Officer

DATE 7 December 2009

MEMORANDUM

SUBJECT Board’s Work Programme, 2009/10

1. Purpose

This report updates progress against the Board’s 2009/10 work programme. It is provided for
information only.

2, Current Position
Two matters remain outside the target timeline.

» District Strategic Plan Timeline: a brief update has been provided in the CEQ’s Operating
Report. National requirements have still to be finalised.

» District Strategic Plan —~ Long Term Measures Update: the annual update of MidCentral
DHB’s progress against the long term measures contained in its District Strategic Plan was
due this month. As advised last month, this information is now been sought and it is
anticipated a report will be furnished in March 2010.

At the Board’s next meeting, February 2010, a detailed update on the annual planning process
will be provided. Quarterly reports on the centralAlliance and contracts will also be provided.
Two governance policies are also due for review; Board Members’ expenses, and, training
policies.

If there are any new items which members require, or any issues they would like canvassed in
future reports, please advise.

Recommendation

It is recommended that the updated work programme for 2009/10 be noted.

COPY TO: CEO’s Department
MidCentral DHB
Heretaunga Street
PO Box 2056
Palmerston North
Phone 464 (6) 350 8910
Fax +64 (6) 355 0616



| abed
peog Buwklesbold YoM 01/600Z

_ Z 9iepdn :(y9-00 dvd) @imonyselqu Bil| ge
-] L siepdn (pg-09 dva) @mpnasELY) 2 v
[ SEEEE————Y uoneuswsadw| 01/600Z UBId [ENUUY JO1)SIQ £e
_ 01/600¢ UBld sunjipuadxy rexden B ze
_ m eul dv Bl g
| : 2 yeiq dva EE! og
_ m L yeig dva sl 6z
Mmmmm B R | spode) ssaiBoud Ajyuop T
| doys> oM Y | sz
: _ (sajdiound xeded oul) su)jswwl | g suonduwnssy Buluue|d Pad Y,
_ aujjaw) g Yoeoidde pasodo.d Vad B-7.
‘ suyIno
doysyiom pue sujjaw paiepdn dv( JO JUBWIEILSLILLOD Aleg Vs ¥z
yoro.dde o|qissod 8889014 V(] JO JUSWBOUSLULIOD Alleq W £z
1110102 Ueld |enuuy jaL)sig 44
Z yeiqg |08 Bl 1z
L ¥8I0 108 Ed| oz
spodas sselbord Ajyyuopy Eil| a1
jualif Jo Jusluaelg 8E
ONINNVd TIVYNNNY Al
sjepdn 4817 Bl gL
8jepdn jenuue :omaleld sweisig wis) Buo W Gl
ue|d diBsjen)g jeuoneN ¥l
Ol HOYVYIN MON ®lepdn jenuue ssinseay] uus] Buoq 4sqg Bzl gL
dSa jo uopuaweldu) zl
(vg.l) seepdn Alyuop 18
(vgl) ueid jeu4 al
{vd L} awoang ssesoid uopeynsuon) 6
(Y1) Wawsnoog uchensuon g
(uoisioep [euoibal Jad se) aulaLll ] l
8ul aw|) Pl
ued 2162).41S 101SI JO MIIASY g
ONINNYId 21931 VHlS ¥
£
Z
,_ _ 01/600Z QYVO8 L
_MONT 30 [des By [ or [ unr | AN | 1dy [ Jey [@84 [ UBr | o8 [AON | o0 [ de§ [ By [ jnr o
gLog SWEN YSEj al




Z ebed
preog aunUEIBOIL NIOM 0L/600Z

Pl

clLoe

Suwep yse|

: Aoijod s8jnuIpy ssLILIOS/pIEDY JO SPIODSY EIY
_ : Aoijod suonehejeq Ed| &g
_ Koljog Buines) preog =i 89
: sJapig Buipueig FE| 4o
$aldijod 99
JONVNYIAOCD e
: _ (leacudde oy jeur) ue|d Juswebeuey j9ssy Pt
_ doysyiop Uolisad yseo Vad >
M _ 1snd | Aunwwo?y ad -
[ SRS 60/300Z Wwoy piemiog paiey | A 19
: JIoUNOD [E2IU0) WoJy Boday [enulky s 09
v 8jepdn U0 Fil| sg
J0oBJIUOD JaWoH Jo 1500 Bulpnioul ‘g siepdn oBIueD Eal| gg
¢ ®epdn jorguoD A s
§)503 Bulp|oy @ suonenjeAa) 21 SWIOTING SJUNODOE [ENUUY 2 og
suolido wawsbeuveyy Anseas | et BT
suondo g ajepdn .aaneloge|jo) wswabeuepy a1Aeg y)eey Pl R
L ®jepdn 1eiuog A gs
S3[INYS 0JoH A2 es
60dasL OWHJD AN (painba. se) pauue|d Lonoe [eipaal
Aue g (aplm-gHQ) souewopad [euopelado Jo sisAjEuE Ausienp W ]
{Apuow) poday [euonessdg s,030 sl og
SLH0d3IN TYNOILYHIJO 6%
{®Wwooino Lolen|eAss Sul) Moday B SJUNCIDY jenuuy yeiq ot -1
60/200Z LMOJIY TYANNY | A sp
sjuswabuelle soueuIanob a1 awoong Vo ot
Uejd sadlalag jeajul|p jeuoibay 2 sy
t sjepdn Alepenn Bl vr
¢ sjepdn Apspeny E=l| eF
Z ejepdn Auspeny Vad B2
L e1epdn) Allsuent 2w
(doysyrom) awwrelGord Jiopa 2 op
aauBl|jy|eiuas 6¢
ONINNYTd TYNOIDTY BE
: Z &epon e/ 'glez. dvQ) uojeioge||e) feuciBey Bel| e
| : | sjepdn :(g/ 'agez. dva) uoieioge|o) jeuoiBey A o
1 | AON [ 10 T dag | By | Inf T unf T AeN [ IOy T rely [ 984 [ uer [ o8g | AON [ R0 | des [ Bny | fnf Ty

al




£ abey
pieog mulelBold YI0MA OL/B00Z

1%

 laps|smau Aapenb ZNgHO EHEE
: ¢ Jays|smeu Apspenb :ZNgHQ Exl| eoL
_ Z Jeyg|smau Apspenb ZNgHQ ES | zop
: L ieyesmaul Allependb ZNGHQ 101
: _ ajepdn [enuue ZNgHA A2 ool
_ sjuswsBuelle Bujjeew jersuab [enuue Alpunet paiy ad BT}
_ sjepdn |enuue ApuneT psify Pad -
_ sjuslusbuele Bujasw [erauab jenuue gy | VAt BT
: _ elepdn jenuue gy A o
: suonesiuebiQ pajejsossy g6
MmalAal jeluUSl) Bulpueisispur) 4o WNpUBIoWway Eal| e
L A A EEEE SRR | (212 'L 1/6 '6/8T 'BILL '1/9) SINUIN F| s
z 31epdn Bl 2z
o L 8jepdn M s
| L L/01L0Z BwiRIfold YO [enuuy Rell 08
: _ {42) 01/6002 BWWWRIBOId YoM [EnULy A 68
_ 0102 Jayisbo | -jor) enuuy Bzl o3
: _ 8002 ey1ebo | -jan fenuuy Padlp::
10— ————— RSN Jouped | o
| sjusulbi Buiodel |enuue s puejeez ma s|qeus kx| og
_ : Homauiel 4 Bufpodey 11/0102 K| e
ainpaysg Bulesi 0102 A s
soueInsy) FE| zs
punos Buipun) [enuue :ejejsg sejeg i Lg
598580014 08
: siuswsbueite diysieguiaul Ss)ILLICS [BUISXT Eil| 62
: (Wus) p1-1 107) siuawebueiie dysiaquew aglwwen) KE] g/
I | T S spoday ssalbold - Y
l m suonssis gHA 0102 9.
Aoll0d suoyos|3 El o
_ Aollod asuadx] sisquisyy pieog Bl w2
Aojjod uopeDIUNWLIOD Bl e
m Aa1j04 uopeynsuog Bl 22
: Adljod siaquisly [eurexa jo yddy i 1/
‘) [ AON | 0 [ deg [ Bny [ Inr T unp [ Aely [ 1y [ el | g8d | ver [ 38Q [ AON [ °O [ dag | Bny LS o
0loZ SWEN YSB ] dl




)

TO Board

- MiIDCENTRAL DISTRICT HEALTH BOARD

Te Pae Houons o Rughine o Tarorus

FROM Chairman

DATE 8 December 2009

SUBJECT Board & Committee Membership M E M O RAN D U M

1. PURPOSE

This report seeks the Board’s support of Committee membership arrangements following the
appointment of David Warburton to MidCentral DHB’s Board, and Phil Sunderland’s
appointment as Board Chair. These appointments were made by the Hon Minister of Health.

2. OVERVIEW

David Warburton, a Wanganui business man, has been appointed to the Board of MidCentral
DHB as from 1 January 2010. He replaces Ian Wilson whose term ends of 31 December 2009.

Phil Sunderland, Board Member, has been appointed as Chair effective from 1 January 2010.

Under MidCentral DHB’s committee membership arrangements, the Chair (and Deputy Chair)
is an ex officio member on all statutory committees and Group Audit Committee. The Chair
also leads the Remuneration Committee. Accordingly, Phil Sunderland will assume
membership of these Committees in 2010.

This change will leave a vacancy on the Disability Support Advisory Committee, Community &
Public Health Advisory Committee and Enable New Zealand Governance Group — committees
which Phil was previously a member.

David Warburton has expressed a preference for Hospital Advisory Committee membership as
he is currently a member of Wanganui DHB’s HAC. He also believes this is the area the
Minister wishes him to focus upon.

It is proposed that David Warburton be appointed to the Disability Support Advisory
Committee, Enable New Zealand Governance Group, and the Hospital Advisory Committee,
and, that membership of the Community & Public Health Advisory Committee reduce by one
Board Member in the short term while long term membership arrangements are reviewed.

3. RECOMMENDATION
It is recommended:
that David Warburton, Board Member be appointed a member of the Hospital

Advisory Committee and the Enable New Zealand Governance Group, and Deputy
Chair of the Disability Support Advisory Committee effective from 1 January 2010;

COPY TO: Chairman'’s Qffice
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that membership of the Community & Public Health Advisory Committee be reduced by
one Board Member as from 1 January 2010 while long term membership
arrangements are reviewed and that the Board’s policy regarding the mix of board
and external membership of CPHAC be relaxed for 2010; and,

that Phil Sunderiand’s ex officio membership of the Community & Public Health
Advisory Committee, Hospital Advisory Committee, Disability Support Advisory
Committee and Group Audit Committee, and, chairmanship of the Remuneration
Comimittee as from 1 January 2010 be noted.

4. BOARD MEMBERSHIP
Ian Wilson, Chairman’s term with MidCentral DHB ends on 31 December 2009.

On 17 November 2009, the Hon Tony Ryall, Minister of Health appointed Board Member Phil
Sunderland as Chair, MidCentral DHB effective from 1 January 2010.

In addition to the Chair role, Ian’s retirement left a Board Member vacancy, the Minister of
Health appointed Wanganui business man, David Warburton, to the Board. Mr Warburton is
also Deputy Chair, Whanganui District Health Board.

David is Chief Executive of CPG-NZ and CPB-AU, a professional consultancy firm. He is also a
Company Director, with current directorships in 2 number of manufacturing, packaging and
infrastructure businesses. David has an extensive background in marketing and management in
many sectors, including manufacturing, tertiary education, retailing companies and agri-
business. He also has local government experience, serving as CEQ of Wanganui District
Council for two years.

These appointments are made in accordance with standard Terms and Conditions of
Appointment — a copy of which is attached for members’ information. Please note, to protect
privacy details of the remuneration has been excluded.

5. COMMITTEE MEMBERSHIP

Under MidCentral DHB’s current committee membership arrangements, the Chair is an ex
officio member of all statutory committees and the Group Audit Committee. The Chair also
leads the Remuneration Committee.

As from 1 January 2010, Phil Sunderland, Chair will assume membership of these committees,
and will Chair the Remuneration Committee.

This change leaves a vacancy on the Community & Public Health Advisory Committee, the
Disability Support Advisory Committee, and the Enable New Zealand Governance Group.

As an appointed member of Whanganui DHB, David Warburton serves on that Board’s Hospital
Advisory Committee. He has expressed an interest in serving on the same committee at
MidCentral DHB, and believes this is the area where the Minister of Health would like him to

focus.

Currently, membership of the Hospital Advisory Committee is 10 members (7 board members
and 3 external appointments). The Community & Public Health Advisory Committee has 9
members (6 board members and 3 external appointments). There is currently a vacancy on
CPHAC for an external appointee with Maori health expertise. Manawhenua Hauora has
indicated it may have someone suitable to fill this role and an application is expected.
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The term for current external members ends on 30 June 2011. The term for current Board
Members ends on 5 December 2010.

The demand on the Hospital Advisory Committee is high at present as MidCentral Health faces
significant financial pressures. The financial turnaround of the provider arm is a Board and

management priority.

Conversely, the current economic climate has reduced CPHAC’s workload. The Committee
previously considered several new initiatives and business cases each year. This has reduced
significantly. The key focus is the devolution of services to primary care, including investment
in primary care capacity and infrastructure.

It is proposed that David Warburton be appointed as a member of the Hospital Advisory
Committee and Enable New Zealand Governance Group, and that he serve as Deputy Chair of
the Disability Support Advisory Committee.

It is further proposed that CPHAC membership be reduced by one Board Member in the short
term while a long term review of membership is undertaken.

This will require our current policy being relaxed. Under MidCentral DHB’s Appointment of
External Members to Board Committees Policy, committee membership “shall comprise a
majority of Board Members, excluding ex officio members”. CPHAC’s new membership would
be 8: 5 Board members, including 2 ex officio members, and 3 external (including one
vacancy). It is considered that a short term variation can be accommodated.

Over the coming weeks, the Chair designate and I will meet with CPHAC’s Chair and
management to discuss the long term membership requirements of this committee.

I[an A Wilson
Chairman



Appendix A. Terms and Conditions of Appointment

Note: additional clauses re Chair appointment noted in ] and italic typeface.

Statutory basis for appointment

Your appointment as a member(/chairperson) is made pursuant to section 29(1)(b) of the New
Zealand Public Health and Disability Act 2000 (the NZPHD Act) and section 28(1){(a) of the
Crown Entities Act 2004 (the CE Act). [Your appointment to the office of Chairperson is made
pursuant to clause 10 of Schedule 3 to the NZPHD Act. The effective dates of these
appointments are as stated in your appointment letter.]

This appointment does not create any contract of service or contract for services between you
and me as Minister, or between you and the DHB. Reappointment at the completion of your
current term is not automatic, nor should it be expected. Reappoiniments are only made after a
careful consideration of the DHB’s performance and the particular skills and experience needed
by the board going forward.

You may resign as a member at any time by written notice to me as Minister, signed by you,
with a copy to the DHB. Your resignation will be effective on receipt of the notice by me, or at
any later specified time (section 44, CE Act). [You may also resign from the office of
Chairperson at any time, and you wilf continue to be a member unless you also resign from that
office (clause 11, Schedule 3, NZPHD Act).]

Your services as a member may be terminated by me at any time during the period of your
appointment (section 36, CE Act). This may be done with as little formality and technicality,
and as much expedition, as is permitted by the principles of natural justice and a proper
consideration of the matter (section 41, CE Act). Your services as Chairperson may also be
terminated by me at any time during the period of your appointment, subject to consultation with
you and the board (clause 13, Schedule 3, NZPHD Act).

You are not entitled to any compensation or other payment or benefit relating to your ceasing,
for any reason, to hold office (section 43, CE Act).

Expectations of the board

The Government wants the public health system to deliver better, sooner, more convenient
healthcare for all New Zealanders. We want shorter waiting times, less bureaucracy, and a
trusted and motivated health workforce. The Government's expectations are set out in more
detail in my annual Letter of Expectations to DHB Chairs, and the Enduring Letter of
Expectations which applies to all statutory Crown entities. | would encourage you to read both
of these letters carefully.

| expect the board to maintain a high level of public confidence in publicly funded health
services. The board is expected to find an appropriate balance in the provision and purchase
of services needed in all appropriate service categories and at all necessary levels. Services
need to represent good value-for-money and be delivered to the public in a timely manner. The
board must also ensure that there is a culture and systems in place to maintain the highest
possible levels of quality and safety at all times.

It is my strong expectation that the board lives within its allocated funding. This is particularly
important given that we operate in a resource-constrained environment and in difficult economic

times.
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| also expect the board to recognise that it is part of one integrated public health and disability
system. Increased co-operation, whether regionally or nationally, is an essential part of the
sector's future direction. | therefore encourage and expect a high degree of co-operation and
collaboration between DHBs and with the Ministry of Health. Where increased efficiencies and
benefits to the public can be achieved, | expect you to actively pursue these opportunities (see
section 23(1)(b), NZPHD Act}.

The board also owes a number of collective duties to me as Minister. These are described in
the ‘Relevant legislation and duties’ section below.

Role of a member

DHB board members are directly accountable to me for their performance on the board. |
expect all board members to:

. communicate and engage with other board members in a constructive manner
. support the Chairperson and Deputy Chairperson
. prepare in advance for meetings and other duties

. demonstrate their commitment to the board by attending all board and committee
meetings (where relevant) '

. comply with the board’s code of conduct or operating principles, and uphold the board’s
vision and values

. be informed about the DHB and its operating environment

. commit to represent the interests of the DHB as a whole rather than the interests of
individual constituents

e  be committed to the board’s continual improvement through participating in member self-
assessment processes

. undertake ongoing professional development and education (where relevant).

[Role of the Chairperson

DHB Chairpersons are directly accountable to me for the performance of their DHBs. [ require
DHB Chairpersons fo:

s provide effective leadership and direction to the board, consistent with my expectations

e ensure the effective accountability and governance of the DHB, consistent with
requirements in the NZPHD Act, the CE Act and other relevant legislation

» ensure that the DHB’s governance practices and risk management policies are continuaily
reviewed and updated to reflect current best practice

s provide the necessary guidance and support to board members fo ensure that they
contribute effectively fo the governance of the DHB (with particular regard to the induction
and mentoring of new members), and to the DHB’s Chief Executive Officer and their senior
management team as appropriate (to ensure the DHB is rnanaged effectively)

e ensure a process is in place to undertake a regulfar (preferably annual) performance review
of the board as a whole, as well as of the Chairperson and members individually

* maintain an ongoing review of the board’s membership profile and that of its committees,
with regard to the skills needed for the DHB’s successful governance and succession to
Chairperson, Deputy Chairperson and member roles
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s develop and maintain sound relationships with the Minister and Associate Ministers of
Health (as required), Minister's Offices, the Ministry of Health, fellow DHB Chairpersons
and other stakeholders, and actively observe the ‘no surprises’ policy described below.[

‘No surprises’
P

The ‘no surprises’ policy is a critical component of maintaining Ministerial trust and confidence
in your DHB. To this end, | require early warning of issues before they arise, both to the
Ministry of Health’s Communications team and, when appropriate, to my office.

A 'no surprises’ way of working is not intended to interfere with your independent functions, nor
with boards’ operational responsibilities. Rather, it covers circumstances where it is prudent for
a DHB to disclose to the Minister issues that may require a Ministerial response, are possibly
considered contentious, or which affract wide public interest (be it positive or negative). Open
and effective communication between the board, the Ministry and me is vital to building strong
relationships, while maintaining clear lines of accountability.]

Relevant legislation and duties

You must ensure that you are familiar with both the NZPHD Act and the CE Act.
In particular, | draw your aftention to sections 22, 23, 26 and 27 of the NZPHD Act, and to
sections 25-26 and 49-61 of the CE Act. These provisions describe the objectives and
functions of DHBs, the board's role, members’ direct accountability to the Minister, and the
collective and individual duties of board members (see below).

It is also important that you read and understand Schedules 2 and 3 to the NZPHD Act. These
schedules set out detailed provisions applying to membership of DHB boards and to DHB
board procedure.

You must also keep yourself fully familiar with the duties and obligations of your position at all
times. At present, these duties include requirements for members to:

¢ comply with the CE Act and the NZPHD Act

» act with honesty and integrity

» act in good faith and not at the expense of the DHB's interests
+ act with reasonable skill, diligence and care

» not disclose information gained in their capacity as a member (see also the ‘Conflicts of
interest and the duty not to disclose information’ section below).

(sections 53-57, CE Act)

In addition, the board is also subject to several collective duties. Under these, the board must
ensure that the DHB:

« acts consistently with its objectives, functions, current Statement of Intent and Output
Agreement (ie, the DHB’s Crown Funding Agreement)

= acts consistently with its District Strategic Plan, District Annual Plan and any directions
given to it under the NZPHD Act or CE Act

e performs its functions efficiently and effectively and in a manner consistent with the spirit of
service to the public

e operates in a financially sustainable manner (ie, that it prudently manages its assets and
liabilities, and endeavours to ensure its long-term financial viability and that it acts as a
successful going concern).

(sections 49-51, CE Act; section 27, NZPHD Act)
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Conflicts of interest and the duty not to disclose information

I draw your attention to the disclosure of interest provisions in clause 36 of Schedule 3 to the
NZPHD Act, with important terms defined in section 6 of the NZPHD Act. It is important for all
members to have a thorough working knowledge of these provisions.

Please ensure that the conflict of interest statement you provided in your declaration form is
entered into the board'’s interest register (clause 36(6), Schedule 3, NZPHD Act). You must
also ensure that any relevant change in your circumstances, which affects a matter disclosed in
the statement, is entered into the board's interest regisier as soon as practicable after the
change occurs. Should you become interested in any transaction of the DHB in the future, [
expect you to disclose to the board the nature of that interest as soon as is practicable.

In undertaking the appointment process for this role, | also expect you to have fully evaluated
the extent of your conflicts of interest (if any) and considered how you intend to manage them in
a legal, ethical and good practice sense. It is important that any conflicts of interest you may
have are not so great that they compromise the confidence placed in you, or prevent you from
making an effective contribution to the board.

It is absolutely essential that conflicts of interest are appropriately declared and managed.
Simply declaring a conflict of interest in itself does not amount to the effective and appropriate
management of that conflict. | expect you to assist in ensuring an environment exists around
the board table where conflicts of interest can be discussed and managed both transparently
and effectively. Failing to manage conflicts of interest in this way reduces New Zealanders’
trust and confidence in the health system. This is unacceptable to me as Minister of Health.

Conflicts of interest (either real or perceived) can be exacerbated by the inappropriate use of
information. A member who wrongly uses or discloses information, that they have access to
through their position on the board, jeopardises my confidence in the board and ultimately the
confidence of the public. As outlined earlier, the duty not to disclose information is one of the
individual duties owed by members (section 57, CE Act). Members who fail to comply with their
duties may be removed from office.

Indemnity

There is an exclusion of liability provision in section 90 of the NZPHD Act that applies to you
where you have acted in good faith and with reasonable care in pursuance of your duties as a
member. To the extent that you consider it necessary in light of section 90, you should make
your own arrangements for professional indemnity insurance to cover your work as a member

of the board.

Remuneration and time commitment

The fee payable to you

Members are remunerated on the basis of a time commitment of around 50 days each year,
and Chairpersons 100 days each year. Members of DHBs' statutory advisory commiftees, and
audit, risk and finance committees, are entitled to an additional fee. Payment of fees will be
arranged through the office of the DHB's Chief Executive Officer. Taxation matters depend on
your personal circumstances. In general, fees are classed as ‘honoraria’ for the purposes of
income tax regulations and are not subject to GST.

You are also entitled to be reimbursed by the DHB for actual and reasonable travelling and
other expenses incurred while carrying out your duties (section 48, CE Act). Such
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reimbursement is to be in accordance with Cabinet Office Circular CO (09) 5, Fees framework
for members appointed to bodies in which the Crown has an interest.

Thank you for your ongoing commitment to improving the health and independence of New
Zealanders. | would be grateful if you would immediately confirm receipt of this letter by
contacting David Pannett on (04) 456 2309 or by emailing david_pannett@moh.govt.nz.
Please also complete the attached written acknowledgement form and fax this to Mr Pannett on
(04) 496 2191, or post it to David Pannett, Manager, Governance & Crown Entities, Ministry of
Health, PO Box 5013, Wellington 6145.



