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11.2  Draft Procurement Policy and Delegated Authority Schedule

Stuart Wilson advised that the current Delegations Schedule had been in place for some time.
The schedule was in need of a review because the DHB has matured and now had robust
systems in place. Accordingly it was appropriate to look at a new approach to delegated
authorities and a report was being presented to the Board later in the day.

It was recommended:

that this report be received.
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TO The Board

CenrraL DIsTRICT HEALTH BOARD
i Te Poe Houora ¢ Ruahing o Torong

FROM General Manager, Corporate Services

DATE 2 September 2008

MEMORANDUM

SUBJECT Schedule of Delegations

Purpose
Starting this month and continuing for the next three months, management will be asking the

Board to approve a number of changes to policies associated with the redesign of our
procurement system and delegations policy. This paper, covering the Schedule of Delegations is

the first in that series of papers.

Background
There are two key governance and accountability documents for DHBs.

1. New Zealand Public Health and Disability Act 2000 (NZPHD act)
2. The Crown Funding Agreement (CFA)

New Zealand Public Health and Disability (NZPHD) Act
The twenty-one District Health Boards were established on 1 January 2001 by the NZPHD Act.

Part 3 of the Act covers the functions and accountabilities of the Boards of DHBs including the
need to operate in a financially responsible manner by (among other things) endeavouring to
cover all its annual cost from its net annual income. The Board demonstrates its fiscal
responsibility (in part) by preparing, and executing, an Annual Plan and attaching to that plan a
copy of the Statement of Intent and the Crown Funding Agreement for that year. The Act also
grants the Board power to delegate any of the functions, duties or powers of the DHB to any
member of the Board or DHB employee.

Crown Funding Agreement (CFA)

The CFA is an annual contract between the Board and Government. Under the Crown Funding
Agreement (CFA) the Crown will fund the DHB to perform governance, funding administration,
and other miscellaneous obligations, and to fund health services in accordance with the service
agreements and Section 88 notices transferred to the DHB by Order-in-Council. The CFA is the
contractual relationship that transfers funds to the DHB and the annual plan documents how

those funds will be spent.
Three key policy components are attached to the CFA.

1. Service Coverage Schedule (SCS). The SCS sets out national minima in terms of the
range and nature of services to be provided (or ensured are provided). For some services
the schedule also covers subsidies and user charges as well as specific quality and audit
requirements.
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2. Operational Policy Framework (OPF). The OPF prescribes mandatory requirements
and additional guidance in key operational areas.

The OPF requires adherence to the mandatory components of the Nationwide Service
Framework (NSF), financial operating environment, funding and management functions
including quality, and information requirements and relationships with Maori.

3. DHB Reporting Requirements. The reporting requirements comprise

e The Health Targets. DHBs are monitored against targets and expectations which
have been agreed between the Minister, DHBs and the Ministry. The Health
Targets are part of the DAP process.

e Indicators of DHB Performance (IDPs). IDPs focus DHB activity in the annual
accountability priority areas, and enable monitoring of DHB performance. The
Ministry prepares quarterly reports on DHB performance against IDPs and
related targets/expectations. The measures focus toward Government priority
areas, can be readily analysed and indicate trends of performance improvements
in these areas.

» Additional Reports. The additional reporting requirements are the mechanism
through which the Ministry collects information predominantly required for
policy development/ evaluation purposes, or to respond to new developments or
risks that are not actively monitored through the IDP arrangements.

Delegations Policy

This Board exercises its power to delegate through its delegations policy and the associated
schedule of delegations. This policy and supporting schedule is reviewed annually by the Board
and any changes to the policy document must be approved by the Minister. The Board
must have confidence that the delegations policy and supporting schedules are strictly
exercised.

Management has been reviewing the procurement process to improve the systems employed to
procure goods and services. The delegations schedule is also being reviewed by management to
compliment the new procurement policy and practices. The delegations schedule is a very
comprehensive document covering all functions delegated by the District Health Board to the
Board and CEO. Over the next few months management will be asking the Board to consider a
new schedule of delegations. We have planned for this to occur over a three month period so
that the Board can be completely involved in the process and the shape of the final document.

Our current schedule of delegations covers the following classes of delegation: |

Policies and Procedures
Personnel

Clinical

Administration

Supplies, Services and Assets
LEstate Management
Financial

BB L

A copy of the current schedule of delegations is attached for reference.

The current schedule of delegations has been in place for some time. Management is currently
reviewing its systems for procurement of goods and services, payroll and human resources.
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The new technologies being put in place under the ISSP presents opportunities to improve the
systems for the purchasing of goods and supplies and personnel expenditure. New software
also provides opportunities to improve the schedule of delegations so that delegations:

e Are easier to use by the people tasked with exercising their delegated authority
e Are easier to check and enforce compliance if required
¢ Add value to budgeting and managing expenditure

Current Schedule of Delegations

The current schedule of delegations operates by providing delegated authority to board
members and employees according to their preseribed level within the organisation, for
example a level 2 position includes all General Managers. There are levels from 1 through 5 and
in addition to the five levels there is the opportunity for special and sub delegation within the

various levels.

The current schedule makes the matrix of possible delegations very large and over time the
number of sub delegations has grown.

The section in the current schedule of delegations for purchasing supplies, services and assets
contains a list delegated authority limits by purchase category for each level of employee. The
list needs to be read in conjunction with the section on administration which allows employees
to enter into certain contractual negotiations as long as they are in accordance with the annual
plan. The intention behind the current schedule of delegations is to give management delegated
responsibility to operationalise the DAP but place transactional limits on employees.

Under the current schedule of delegations the CEQ has delegated authority to purchase goods
and services up to a transactional value of $500k. There are exceptions to that rule both above
and below that amount. From time to time the DHB needs to negotiate operational
expenditure contracts that in total over the term of the contract exceed $500k and these
currently go to the board for approval, e.g. The contract with Spotless for catering and
maintenance services.

Drivers for Change

The main reason for proposing a change the schedule of delegations is to simplify the process
while ensuring delegated authorities are used responsibly. The intention is to follow leading
practice by ensuring that delegated authority is exercised at the appropriate level of
responsibility in the organisation. At the moment the board probably exercises a higher level of
control over expenditure than other DHBs. The CEO’s delegated authority is capped at $500k
and from time to time when we renegotiate some contracts for 3 to 5 year periods the $500k
limit is triggered and the Board must approve the contracts.

The District Annual Plan (DAP)

This is a key document for the DHB. The current schedule of delegations makes several
references to the DAP and it is clearly the intention of the current schedule of delegations to
pass delegated authority from the board to the CEO to execute the DAP. The schedule of
delegations makes exceptions to that general statement by placing specific limits on certain
types of expenditure (e.g. capex) and places a transactional ceiling on the CEO.

We would like the Board to consider a change to the schedule of delegations.
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Passing Delegated Authority from the Board to the CEO

The proposal is that in June each year the board will delegate authority to the CEQ to execute
the District Annual Plan. The Board will then monitor performance against the DAP in the
same way that it does at the moment through the various committees and Board. The CEO will
be authorised to incur expenditure up to the amount contained in the DAP subject to the DHB
generating sufficient revenue to achieve its budgeted bottom line result on a consolidated basis.
If at any stage during the year it looks like the DAP result will not be achieved the Board will
need to consider a plan of action which may include increasing the delegated amount to the
CEOQ for that year.

At the same time it is proposed that the general $500k transaction limit for the CEO is removed
and replaced with specific delegated authorities that the Board wishes to retain. For example
the Board may wish to retain authority for approving certain strategic decisions and high value
capital expenditure. A starting point for discussion is that the Board retains delegated authority
for:

s Capital expenditure in excess of $500k

e Approving contracts to purchase new health services (irrespective of whether they are
included in the DAP) in excess $500k per annum, where there is no specific revenue
stream to cover the cost of the new service.

What this Change Means at Board Level

The purpose for recommending this change is to ensure that strategic purchasing decisions are
approved by the Board and the routine operational decisions required to execute the DAP are
made at CEO level. The only noticeable change that this will bring is that some operational
contracts will not be presented to the board for approval when they are up for renegotiation.
The benefits of making these changes are that the Board exercises control at a strategic level by
monitoring the performance of the DAP and other strategic plans. The Board is not involved in
detailed operational decisions. The risk for the Board in this change is that the CEO will be able
to enter into some contractual commitments above $500k without Board approval. However
the CEO may choose to discuss some contractual commitments with the Board before exercising
that authority.

The changes as proposed will not significantly change the Board’s current role or ability to
manage the DHB. Each year the Board can choose to change the schedule of delegations as it
sees fit. The Board has every opportunity to discuss performance through its monitoring
function of the DAP and all the associated planning documents. The current reporting
framework is very extensive in its obligations to report progress to the Board and committees. A
list of contracts to be renewed can be provided to the Board and committees in advance so that
members have an opportunity to discuss the list.

CEO’s Delegated Authority (Supplies, Services & Assets)

change

New Health Total value | Total value | Contracts with an

Service of contract | of contract | annual value
(may be identified | OV $500k | up to $500Kk | greater than
in D{/;P but no $500k will be

referred for Board

funding allocation) approval




Existing contracts | Total value | Total value | Authorisation

for goods, services | of contract | of contract | limited to

and non over $500k | up to $500k | expenditure
contracted agreed in the DAP
expenditure

Contracts currently with a total value above $500k

. [ No of contracts over $500k (total |
| value:over life of contract)
16
26
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The above list is indicative only and excludes contracts that are demand driven.

What this Change Means at CEO Level

At the beginning of the year the CEO will approve a schedule of delegations passing delegated
authorities from the CEO to employees and the Board will receive a copy of that schedule. This
process is no different to current practice except that the proposed sub delegation system will be
simplified and improved.

In redesigning the CEQ’s sub delegation we used the following principles:

» The use of delegations should be a value adding process. The person exercising the
delegated authority should be adding value to the process;

* The process should help to control expenditure;

* The system should be designed to compare proposed expenditure against the budget
before it is approved;
Significant strategic purchase decisions will be made at Board level;

¢ The process should be simple to administer;
The system must comply with good internal control practices and be supported by the
internal and external auditors;

e The Board must have confidence that delegated authority is rigorously applied without
exception;

» Delegated authority is exercised at the right level and responsibly.

The new schedule of delegations for purchasing will differentiate between:

1. Purchases supplied under a contract; and
2. Purchases not supplied under a contract.

It is the DHB’s intention to ensure that as many goods and services as possible are purchased
under contract as this process ensures the DHB seeks to obtain best value for money through an
open, transparent and contestable tender process where possible and practical.

Purchases for New Health Services under Contract

The proposal is that when the DHB wishes to enter into a contract for the supply of a new
heaith service (through the Funding division) that has a net cost in excess of $500Kk per annum
over the life of the contract then this qualifies as a strategic investment decision and must be
approved by the Board. This will apply even if the new service has been signaled in the DAP.
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If the new service is approved by the Board then delegated authority will pass to the CEO to
undertake the process required to secure those goods and services. The purchase of a new
health service for less than $500k per annum over the life of the contract can be made by the
CEQ. The CEO will provide the Board with details about all the final contracts for the purchases
of new health services (e.g. amount, term and supplier) when they are secured.

Purchases for Existing Health Services under Contract

Where a contract currently exists for the supply of health services then the CEO will be able to
approve the continued purchase of those health services irrespective of the contract value.
Continued supply of an health existing service is not deemed to be a strategic decision.

Purchases for Goods and Services Under Contract

This category of purchase includes contracts for the supply of goods and services to maintain
the operating capability of a division e.g. clinical supplies, stationary. For this category of
purchase the CEO will have the necessary delegated authority as a part of the DAP approval.
Purchases to maintain operating capability are not considered strategic purchases.

Purchases for Goods and Services Not Under Contract

These purchases should be minority purchases. The CEO would approve any purchase above
$200k.

Sub delegations

Only the CEO and the four General Managers can sub delegate. All delegations and sub
delegations will be recorded on the schedule of delegations and the complete list of delegations
will be kept up to date and available on the intranet.

Recommendation
It is recommended:

that management incorporates the feedback from the Board on this paper on
delegations and provides a schedule of delegations (for the purchase of goods
and services) for approval next month.

Stuart Wilson
General Manager
Corporate Services
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8.2  Delegations Policy
The following feedback on the Delegations Policy was provided to management:

in addition to new health services, termination and reconfiguration of contracts should be
incorporated.

in addition to a set dollar value, the potential ensuing liability posed by the contract should
be incorporated. That is, if a contract was let for a set period within the funding parameter,
it could create an expectation that the funding would be ongoing. The policy must manage
the risk of the ongoing liability/obligation, and, also mitigate the risk staff would use this
loophole to place contracts beyond the set dollar value.

I’Egg i;;?rd would have to be confident supporting processes that were to be put in place were

It was resolved:
that management incorporates the Jeedback from the Board on this paper on

delegaﬁons and provides a schedule of delegations (for the purchase of goods and
services) for approval next month.
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TO The Board

oCEnTRAL DNSTRICT HEALTH BOARD

fo Poe Houora o RFuchibe o Toramo

FROM General Manager, Corporate Services

DATE 10 October 2008

SUBJECT Schedule of Delegations MEMORANDUM

Introduction

The current Schedule of Delegations is being progressively updated to operate in
conjunction with the proposed new procurement system. This paper presents a
proposal for capital expenditure delegated authorities.

Background

Last month’s Board papers included a paper on the Schedule of Delegations to purchase
goods and services. The Board asked management to consider the process for
terminating or reconfiguring contracts and the potential liabilities these actions might
attract. The revised schedule of delegations will include a section on contract
cancellation recommending that a risk management strategy be prepared and that the
Board are informed prior to terminating a contract.

The Board also asked management to consider how they will “monitor” the delegations
to uncover attempts to circumvent the delegations process, e.g. entering into short term
contracts to keep the value below a level of delegated authority. Management is aware
that attempts to circumvent policies sometimes occurs if a policy is considered overly
bureaucratic, difficult to administer or in rare cases for personal gain. The Finance
department accepts that it has a role to play in policing policies and to be on the lookout
for any suspicious activity around procuring goods and services. An integral part of the
contracting process is to provide evidence by the contract owner to the Contracts
Administration department that appropriate practice has occurred when contracting
with suppliers. The Contracts Administration department will be looking for evidence
that demonstrates that the terms of any contract are considered appropriate.

We would also expect that each year internal audit tests an appropriate sample size of
contracting activities.

Capital Expenditure

Appendix 1 shows an analysis of capital expenditure over the last three years. It
demonstrates that around 75% of capital expenditure is for items below $100,000. Less
than 1% of capital expenditure exceeds $1m.

The District Annual Plan includes a list of proposed capital expenditure items above
$100,000 for a 3 year period.

Corporate Services
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This list is an extract from the long term asset plan that is regularly updated by the
capital expenditure section within Corporate division. The capex list in the DAP is
approved in principle by the Board at the beginning of the year but during the year each
item above $100,000 is presented to the Board for approval with an accompanying

business case.

This process has been in place for some years, well before the DHB had developed its
long term strategic plans and prepared a long term strategic asset plan. The process for
determining a capital expenditure plan has moved a long way from the “wish lists” of

early days.

The current delegated authority for capital expenditure purchases (excluding land) is as
follows:

e The Board approves capital expenditure above $100,000 if it appears on the
District Annual Plan capex programme.

¢ The Board approves capital expenditure above $50,000 if it is not included on
the District Annual Plan capex program.

The proposed delegated authority for capital expenditure (excluding land) is as follows:

¢ The Board approves capital expenditure above $500,000 for items that appear
on the 3 year capital plan and are associated with providing a new service i.e. a

strategic decision.

» The Board approves capital expenditure above $1,000,000 for items that appear
on the 3 year capital plan and are purchased to replace an asset that provides an
existing service.

e The Board approves capital expenditure items above $250,000 if they do not
appear on the 3 year capital programme.

All other capital expenditure purchases can be approved by the CEO or a position
nominated by the CEQ on the CEQ’s Schedule of Sub Delegations.

The purchase of any asset that requires board or CEO approval will be accompanied by
a full business case with sign off by a General Manager and the General Manager

Corporate Services.

Management will incorporate the feedback from the Board on this paper into the
complete revised Schedule of Delegations to be approved by the Board in the next few

months.

Next steps

Management is now preparing a Schedule of Delegations for personnel expenditure for
discussion by the Board next month. Management is also working on the Schedule of
Delegations for the purchase and disposal of land and some minor categories of
expenditure e.g. consultants fees.

When all the elements of the complete Schedule of Delegations have been considered by
the Board, management will present a complete Schedule of Delegations for Board
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approval. At this point all the Board’s feedback will have been incorporated into the
schedule. We will also present for information purposes the CEO’s schedule of
delegations that will show the Board how the CEO will exercise his sub delegation
authority. The entire Schedule of Delegations, along with the Procurement Policy and
Procedures, will be given to the internal and external auditors for comment and support
before asking the board to approve the final Schedule of Delegations.

Recommendation
It is recommended:

that the Board provides feedback to management on the proposal for
approving capital expenditure and that feedback be incorporated into the
Schedule of Delegations to be approved by the Board.

Stuart Wilson
General Manager
Corporate Services
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The following feedback and/or questions on the Schedule of Delegations was made:

enditure programme were added under

- if new projects not included in the capital exp
d by the Board must not be exceeded.

delegation, the overall capex provision approve

- operational cost implications needed to be considered, particularly if these had to be met
outside approved budgets.

- sub-delegations needed careful consideration to ensure they were covered off appropriately, ie
that they were within the overall capex provision approved by the Board.

- MDHB's delegations must align to the regional and national capex requirements.

- under the proposed delegations there was potential for items to be referred for national
approval which the Board had not participated in. This required further consideration.

- would post event audit requirements continue and at the same level of expenditure, ie all
projects valued at $100,000 or over.

It was resolved:

that the Board provides feedback to management on the proposal for approving
capital expenditure and that feedback be incorporated into the Schedule of Delegations

to be approved by the Board.
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MEMORANDUM

SUBJECT Schedule of Delegations — Human Resource
Actions/Tasks

TO The Board

FROM Stuart Wilson
General Manager
Corporate Services

DATE 19 October 2608

1.0 Introduction

The current Schedule of Delegations is being progressively reviewed and updated. This
paper presents a proposal for Human Resource delegated authorities.

2.0 Background

In September a paper was presented to the Board on delegations to purchase goods and
services, and in October the Board considered a paper on capital expenditure delegated

authorities.

This paper addresses personnel expenditure and human resource delegated authorities.

3.0 Human Resource Delegations

The current human resource delegations contained in the Schedule of Delegations have
been reviewed. When conducting this review principles applying specifically to human
resource delegations were developed. (These principles build on from the general
principles outlined in the September paper to the Board):

e Delegated authority is exercised at the right level and responsibility in
accordance with good employer obligations

o The exercise of a delegation must be in the best interests of MidCentral DHB and
executed in good faith

o Delegated authorities only apply to areas within the control of the person
specified

+ No person or group of persons may exercise a delegated authority on behalf of
MidCentral DHB if they stand to gain personally from the transaction or if they
have some other conflict of interest.

» The internal control principle of appropriate separation of duties must be
observed. The principle of “one removed” must be applied when Human
Resource decisions are made. The agreement of “one senior” to the individual
making the Human Resource decision must be obtained.
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Attached in Appendix One are the updated actions and tasks list specific to human
resources. These actions and tasks have been grouped into human resource “activities”
for ease of reference and reflect the desire to ensure human resource delegations
comply with good internal control practices and assist with the control of expenditure.

There will be some changes to the current levels of delegations and comment from the
Board would be appreciated on the following general principles that will be used in
determining appropriate levels of delegation:

1. Delegated authority for the payment of salaries and wages in accordance with the
terms and conditions of the employees appropriate collective agreement will be
delegated to the appropriate level within the organisation, for example, an
employee’s team leader/coordinator (as they relate to this persons operational

scope).

2. Some delegations will only be given to the Group Manager Human Resources.
For example, when consultation with Unions is required ( gradings of positions
within collective employment agreements) or when required by policy (review of
appointment process).

3. Many delegations will still require consultation with Human Resources prior
to the delegation being executed. This is to ensure MidCentral meets its good
employer obligations around fairness and consistency across the organisation.

4. Some delegations will require approval from the Group Manager Human
Resources (or delegated person) before the delegation is executed. This is to
ensure MidCentral meets its good employer obligations, that we comply with
good internal control practices and assist with the control of expenditure. For
example, it is important when approving salary increases consideration is given
to potential flow on effects across the organisation.

These principles will deliver “tighter” delegations giving Human Resources a central
role in ensuring compliance with the delegations.

From a delegations perspective the board will delegate responsibility for human
resource actions except those that apply to the Chief Executive Officer. It should be
noted that the Crown Entities Act 2004 requires the Board to consult with the State
Services Commissioner before agreeing to the terms and conditions of the Chief

Executive.

4.0 Next Steps

Following feedback from the board, the human resource delegations will be updated
and form part of the overall Schedule of Delegations to be presented to the board for

overall approval.

As required the New Zealand Public Health and Disability Act, 2000, the board must
then delegate to the Chief Executive Officer of MidCentral District Health Board the
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power to make decisions on management matters relating to MidCentral District Health
Board.

The Chief Executive Officer may delegate to employees of MidCentral District Health
Board where it relates to their particular role and responsibilities for the operational
management of the organisation and in accordance with relevant organisational
structures and reporting accountabilities.

Work will continue to determine the appropriate levels of delegation within the
organisation for each of the human resource actions using the principles outlined

above.

5.0 Recommendation

It is recommended:

that the board provides feedback to management on the principles and
proposal for human resource delegations and that this feedback be
incorporated into the final Schedule of Delegations to be approved by the board.

Stuart Wilson
General Manager
Corporate Services
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APPENDIX ONE — HUMAN RESOURCES TASK LIST TO BE USED IN THE
SCHEDULE OF DELEGATIONS

HUMAN RESOURCES

The following delegations are underpinned by and should be read in
conjunction with the applicable employment agreement, the relevant
policy and procedure, including Human Resource Manual, templates

and guidelines

These delegations should also be read in conjunction with the
approved $ levels to purchase supplies or services

RECRUITMENT

Approve a request to recruit to vacancy within establishment FTEs and budget

Approve a request to recruit to vacancy outside of establishment FTEs and budget (business case
required)

Engaging recruitment agencies to fill positions

Approve dispensation from advertising vacancies

Determining whether a position ig covered by an individual or collective employment agreement
Determining whether terms of engagement should be a contract for service or contract of service

APPOINTMENT

Approve appointment details (Authority to Appoint Form) including commencing salary
Approve travel and transfer expenses on appointment, including staff bonding arrangements
Approve Honorary appointments of staff

Approve employing a relative within own area

Issue formal written offer of appointment

Approve variation of terms and conditions offered if outside collective agreement provisions, or
individual agreement framework

Review of appointment process

NEGOTIATE INDIVIDUAL EMPLOYMENT AGREEMENTS

Approve changes to individual employment agreement template

Negotiate individual employment agreements within template

Approve inclusion of bonus/performance payment provision within individual employment
agreement

EMPLOYMENT CONDITIONS

Authorise salary increases, allowances or other employment related benefits outside
employment agreement provisions

Approve merit/performance advancement, or accelerated progression in accordance with
employment agreement

Approve grading or regrading of positions within provisions of employment agreement
Approve bonus/performance payments when not provided for in an emplovment agreement
Approve bonus/performance payments in accordance with employment agreement provisions
Approve higher duties payments within collective agreement provisions

Approve higher duties payments outside of collective agreement provisions

Change working hours within provisions of employment agreements

Approve private practice and secondary employment/conflicts of interest

Approve waiver of staff bonds

Approve staff representation on outside committees
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NEGOTIATE COLLECTIVE EMPLOYMENT AGREEMENTS WITHIN
APPROVED STRATEGY

Negotiate collective employment agreements

Ratify coilective employment agreements

LEAVE

Increase annual leave entitlements outside provisions of collective agreements and standards for
individual employment agreements

Approve leave taken in advance of entitlement {authority to recover must be signed)

Approve taking of annual leave

Approve buy-out of annual leave

Approve accrued annual leave in excess of two year entitlement

Approve leave without pay up to 5 days in duration

Approve leave without pay in excess of 5 days in duration

Approve all international travel for study or conference leave with or without pay and actual and
reagsonable expenses, within budget

Approve national study, course and conference leave with or without pay and actual and
reasonable expenses, within budget

Approve local study, course and conference leave with or without pay and actual and reasonable
expenses, within budget and approved purchase levels

Approve all study, course and conference leave with or without pay and actual and reasonable
expenses that is outside budget

Approve taking of all other leave within employment agreement provisions

Approve discretionary sick leave over and above provisions of empioyment agreement

PAYMENT OF WAGES

Authorise timesheets for direct reports in accordance with employees employment agreement
provisions

Authorise rosters

Authorise overtime

Authorise reimbursement of work-related expenses within employment agreement provisions

Authorise non-recovery of overpayment

RESTRUCTURING

Authorise initiation of review of services and/or structure

Prepare, consult and finalise review proposals

Approve final change proposal and implementation plan

Implement approved changes e.g. redeployment, early retirement or redundancy options in
accordance with provisions in relevant employment agreement

RESIGNATION/RETIREMENT

Acknowledge retirement/resignation

Approve payment of gratuities within employment agreement provisions

Authorise retirement functions

DISCIPLINARY PROCEDURES

Issue first warning

Issue final warning

Suspend staff

Terminate employment

Settle disputes, grievances or other employment related claims against the DHB, under the value
of $5,000

Settle disputes, grievances or other employment related claims against the DHB, over the value
of $5,000

Agree to the payment of any non-taxable compensation amounts under Section 123 (c) (i) of the
Employment Relations Act

Notify Registration Bodies/Councils of Health Professional’s Competence Issues {on behalf of
the organisation)

)3
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OTHER

Notify Registration Bodies/Councils re Health issues

Obtain external legal advice on employment related matters
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LIADCENTRAL DISTRICT HEALTH BOARD

Fo Pue Houora o Ruchine o fararua

TO The Board

FROM General Manager — Corporate Services

DATE 4 November 2008

SUBJECT Delegations Schedule MEMORANDUM

Introduction

A number of reports have been presented to the Board recently on proposed changes to
the schedule of delegations. This report describes the next steps in the process.

Commentary

The current schedule of delegations (attached for information) is divided into the
following areas:

» Policies and Procedures
Personnel
e Clinical
Administration
Health and Disability Service Contracts and Service Agreements
Legal
Supplies, Services and Assets
Estate Management
Financial

The Personnel delegations are covered elsewhere in this agenda, and the Supplies,
Services and Assets (incorporating Health and Disability contracts) have been covered

in previous agendas.

The remaining areas primarily cover matters of procedure as opposed to defining fiscal
limits.

Proposal for the way forward

The intention is to present a final schedule of delegations to the board for approval in
February. The proposal is that the schedule of delegations will consist of three sections

1. Supplies services and assets
2. Personnel

3. Other areas (primarily procedural)

Corporate Services
MidCentral DHB
Heretaunga Street

P O Box 2056
Palmerston North
Phone +64(6) 350 8350
Fawv 4+-64(6Y 6E E186
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and that this document be presented to the Group Audit Committee in December for
discussion and support. All of the feedback from the board will have been incorporated
into sections one and two and the group audit committee can review the proposals for
section three and provide a recommendation to the board. In addition to support from
the group audit committee we will also be seeking endorsement from the auditors
(internal and external) and this should provide the board with some comfort around

approving the schedule of delegations.

Between December 2008 and February 2009 we will be working on the schedule of
CEO sub delegations showing how the CEO will exercise his delegated authority within
the DHB. This will be presented every year to the board for information.

Note:

The area covering Policies and Procedures will specify which policies require board
approval. We have yet to write a policy on policies describing how all policies will be
promulgated and approved including those to be approved by the board.

A full list of policies will be presented to the Group Audit Committee with suggestions
for “board approved” policies to facilitate discussion in this area.

Recommendation
It is recommended:

that the board supports the proposed way forward for approving the schedule
of delegations.

Stuart Wilson
General Manager
Corporate Services
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8.4 Schedule of Delegations

The General Manager, Corporate Services confirmed that proposed delegations for “supplies,
services and assets” were more practicable than current arrangements.

In respect of international staff travel, the move to exclude Australia was supported.

It was noted that while the CEO could sub-delegate, he remained ultimately responsible.

Tt was resolved:

that the Board supports the proposed way forward for approving the schedule of
delegations.

8.5 Schedule of HR Delegations

The Chairman requested care be exercised when assigning sub-delegations. He felt these
should not be driven too deep into the organisation. The importance that sub-delegations were
on the basis of being within budget parameters was emphasised. For example, increasing
annual leave entitlements outside collective agreement provisions, and, annual leave

entitlements.

Tt was resolved:

that the Board provides feedback to management on the principles and proposal for
human resource delegations and that this feedback be incorporated into the final

Schedule of Delegations to be approved by the Board.
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TO Group Audit Committee
B CENTRAL DHstRICT HEaLTH BOARD

o Pae Hewomre o Ruahine o Tovorua

FROM General Manager — Corporate Services

DATE 28 November 2008

MEMORANDUM

SUBJECT Schedule of Delegations

Introduction

As part of the procurement project, a number of papers have been presented to the
Board recently on proposed changes to the schedule of delegations. The purpose of this
paper is to bring these proposals together, incorporating Board feedback received to
date, in order that this Committee can consider the overall schedule and make
recommendations to the Board as appropriate.

The Current Position

The current schedule of delegations (attached) is divided into the following areas:

¢ Policies and Procedures;

¢ Personnel:

o Recruitment, Appointment, Employment Conditions, Salary and
Performance Review;

o Disciplinary Procedures;

o Other;

Clinical;

Administration;

Health and Disability Service Contracts and Service Agreements;

Legal;

Supplies, Services and Assets:

o Purchasing;

o Other;

» Estate Management;

e Financial.

The Proposed Schedule

Management are of the view that the schedule of delegations should only cover the
ability to commit the DHB to incurring expenditure, with non-financial delegations
being covered in the relevant policies covering those particular areas. When such
policies are next due for review, part of the review process will be to ensure that all
delegations are clearly identified.

Corporate Services
MidCentral DHB
Heretaunga Street

P O Box 2056
Palmerston North
Phone +64(6) 350 8350
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The papers presented to the Board in recent months proposed new limits for
delegations from the Board to the Chief Executive Officer, and these are summarised in

the attached schedule.

The underlying principle of the proposed delegations is that the Board should be
concerned with strategic matters, with responsibility for all operational matters being
delegated to the Chief Executive Officer. For example, the Board will approve the
District Annual Plan each year, and will delegate the necessary authority to the Chief
Executive Officer to achieve the plan. This is supported by the fact that the DHB has
matured since its creation, and now has sufficiently robust systems in place to support
this approach. Members will also be aware of the Procurement Project which is
currently in progress, and which will further strengthen systems and processes in the
procurement area.

This committee is requested:

- to consider the principle of the proposed delegations;

- to review the proposed delegated limits;

- to consider the proposed exclusions from the schedule of delegations;
- to make recommendations to the Board accordingly.

Following this committee’s considerations, a report will be presented to the Board in
February for final approval. Work will also be undertaken on how the Chief Executive
Officer will sub-delegate his authority to other levels of management, and this will be
included for the Board’s information.

Recommendation

It is recommended:

that this committee considers the proposed schedule of delegations, and makes
recommendations to the Board accordingly.

Stuart Wilson
General Manager
Corporate Services



o

Schedule of Delegations — May 2005

The Schedule of Delegations utilises the following designations:

Level 1 — Chief Executive Officer

Level 2 — General Manager, MidCentral Health (Provider Division); General Manager, Funding
Division; General Manager, Corporate Services; General Manager, Enable New Zealand

Level 3 — Group Managers, Operational & Patient Lines (MidCentral Health), Group Manager,
Corporate Support (Enable New Zealand), Clinical Directors, Patient Lines (MidCentral
Health), Medical Director (MidCentral Health), Director of Nursing (MidCentral Health),
Operations Manager — General Managers Office (MidCentral Health)

Level 4 - Team Leaders, Operational Managers, District or Site Coordinators (MidCentral
Health), Service Managers (Enable New Zealand)

Level 5 — Delegate - specified positions



DELEGATION

| Board.

Level

Level

-
23

-Level
2.

| &

Level |

b-delegatic

POLICIES AND PROCEDURES: (refer to Document Management System)

Changes to and approval of:

MidCentral District Health Board-wide policies

v

MidCentral District Health Board-wide
operational policies and procedures

Divisional operational policies and procedures

Clinical policies and procedures

Clinical Board,
MidCentral Heaith
{"MCH™

PERSONNEL: (refer to Human Resources Policy Manual)

Recruitment, appointment, employment conditions, salary & performance review:

rufe, the Group Manager HR or Employee R

(as a general

elations Consuftants should be consuited)
v

Chief Executive Officer
Principal Administration Officer v
General Managers v
Group Managers v
Clinical Directors v
Portfolio Managers v
Operational Managers v
Team Leaders / District or Site Coordinators v
Medical / Dental Officers v Medical Director,
MCH
Qther staff v
Appointment of staff outside of District Annual v
Plan
Decisions on appeals against non-appointment v v
Authorise employment related benefits in v v
addition to salary, approve travel & transfer
expenses on appointment
Determine and discharge staff bonds and v v v
service commitments
Approve private practice and secondary v v
employment
Approve representation on outside committees v v v
Issue formal written offer of appointment v v v
Honorary appointments of staff v v v
Change working hours (within parameters of v v v v
employment agreement)
Approve grading or re-grading of positions v v v
within provisions of employment agreement
Approve merit advancement within current v v v
grade
Authorise timesheets for direct reports v v v v Clinical Nurse
Coordinators
RMO Coordinator
Approve higher duties allowance v v v
Approve overtime payments that exceed the v v v
prescribed limits by $5,000 per annum
Increase annual leave entitlements v v
Approval to adjust establishment of staff v v
positions, within 5% of total budget for area
of responsibility

' Level 5 ~ ‘Delegate - specified positions” are nominated authorities per the delegations policy and do not
require a written ‘Notice of Delegation or Sub-Delegation Authority” form. However, in instances where sub-
delegation facility is available, a written ‘Notice of Delegation or Sub-Delegation Authority’ form is required

prior to exercising such autherity.

2 Sub-delegation facility: Must be made in writing by the delegate to the potential delegate and in
accordance with the terms and conditions of the Delegation Policy, or as expressly specified above (see also

5.6 of the Policy)
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R A A R Level | Level | Level | Level | Level | Sub-delegation
'DELEGATION Board |, | 5 kg g |5 facility
Award bonuses where payment is not v v
provided for in employment agreement
Pay above collective employment agreement v v
rates
Defer taking annual leave v v v
Approve special leave with or without pay over v v v
5 working days
Approve NZ study leave with or without pay v v v
and actual and reasonable expenses, over the
value of $3,000
Approve all overseas travel, study or v v
conference leave with or without pay and
actual and reasonable expenses
Approve all local travel, study or conference v v v v
ieave with or without pay and actual and
reasonable expenses, within budget
Approve all other leave provisions v v v v
Offer redundancy or early retirement v v
Payment of resignation gratuities v v
Payment of retirement gratuities v v
Disciplinary procedures:
Issue first warning Y v v v
Issue final warning v v v
Suspend staff with pay or terminate
employment
Chief Executive Officer | ¥
General Managers v
Group Managers, Clinical Directors, Medical / v v
Dental Officers, Portfolio Managers
Other staff v v v
Decisions against dismissal v
Other:
Negotiate individual employment agreements
Medical / Dental Officers v v Y
Cther staff Y v v v
Approve individual employment agreements v v v
Approve collective employment agreements v
CLINICAL:
Authorise private practitioners to care for their v v v
maternity patients in MidCentral Health
facilities
Approve the conduct of research on premises v v v
{based on recommendation of Ethics
Committee, a confirmed business case and
sign off by legal insurance officer)
Approve travel costs for medical transfer of v v
patients and their escorts
ADMINISTRATION:
Authority to release information to the media | ¥ v v v 34 District / Site
or other external agencies / person(s) in Coordinators
accordance with the Communications Policy
and provisions of relevant legislation

3 Manager, Administration and Communications
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DELEGATION | poarg| tevel | Level | level | Level | Level | Bub delegation
Authority to approve launching of public v v
appeals for funds
Authority to provide public notice of Board v 4
meetings
Authority to initiate and manage public v v v
consultation processes in accordance with the
obligations and provisions of the New Zealand
Public Health and Disability Act 2000 (“the
Act) (refer to "Consulfation Guidelines for the
Ministry of Health and District Health Boards
relating to the provision of heaith and
disability services’, August 2002)
Authority to commit funds within Plan for v v 5
public consultation processes
Health and Disability Service Contracts and Service Agreements:
Authority to approve and sign agreement to v
District Annual Plan
Authority to approve and sign Crown Funding | ¥ CEO
Agreement
Authority to enter into cooperative v General Managers
agreements and arrangements, in accordance
with section 24 of the Act
Authority to enter into contracts / service v v GM, MCH
agreements for the provision of health or E‘;\zgigr?&
disability services Enable N2
Authority to negotiate contracts / service v v 56
agreements with purchasers / funders or sub-
contracts with other providers, in accordance
with District Annual Plan
Authority to approve funding within Plan for v v 5
the provision of health and disability services Funding

Division &

Enable NZ
Authority to enter into arrangements relating v v Portfalio Managers,
to payments on terms and conditions in Funding Funding Division
accordance with sections 88 and 89 of the Division
Act, and in accordance with District Annual
Plan
Authority to negotiate service agreements or v v Portfolio Managers,
contracts with providers, in accordance with El_ﬂ?g_?g& Funding Division

A . ; visi
Plan, to provide health and disability services Enable NZ
Authority to make payments to service v v Portfolio Managers,
providers in accordance with District Annual Funding Funding Division
Plan, Crown Funding Agreement and contract EQQEII?N%
or service agreement provisions
Authority to cease payments to providers in v v
accordance with service agreement provisions, Funding
and subject to appropriate performance g’_:;-g';“é
monitoring
Authority to recommend termination of service v
agreements and contracts for the provision of Funding
health and/or disability services, subject to Division &
due process Enable Nz
v General Manager,

Authority to terminate service agreements and
contracts for the provision of health and/or
disability services, subject to due process

Enable NZ

* Principal Administration Officer
* portfolio Managers, Funding Division
® Group Managers, MidCentral Health
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Legal: (as a general rule, the Manager Risk Managemaent Services should be consulted)

Authority to initiate or defend litigation

Warn persons under the Trespass Act 1980

Debt recovery v v v Manager, Finance
Under the Health Act 1956, Food Act 1981, v v 7 Heaith Protection
Smiokefree Environments Act 1990 and Smokefree
Qificers
Other v v Manager, Risk
Management
v v v Manager, Protective

Services

SUPPLIES, SERVICES AND ASSETS:

Purchasing: (as a general rife, the Manager Materials Management and Pharmaceutical Services should be

consulfted)
Authority to approve discretionary expenditure | v® v v
per ‘Expenditure of a Discretionary Nature
Procedures/Guidance’ {refer to attachment 6)
Authorise requisition issties from stores v v v v
Insurance v Manager, Risk
Management
Services
Approve purchase of supplies or services
{excludes capital items)
Petty Cash Purchases < $100 v v v v
up to $5,000 v v v v
up to $50,000 v v v
up to $100,000 v v
up to $500,000 v GM, Corporate
over $500,000 | ¥
Statutory Payments (GST, PAYE, FBT, etc) v v 9

Approval of new Contracts - ‘Head Contracts’

(Head Contracts are defined as financial limits over the contractual period and not individual transaction amounts})
Renewal of existing contracts with movements >10% would require to be approved by the next level up

up to $50,000 v v

All contracts between $100,000 and $500,000 would be presented to the Board for their information
v

up to $100,000 v v 10 Manager, Materials
Management
up to $500,000 v
over $500,000 | ¥
Approval of invoices covered under the Head v Team
Contracts (i.e. individual transaction amounts Leader/Contracts
that sit below the Head Contract) Manager
Purchase task-specific legal or consultancy
services
up to $20,000 v v v 11 Medical Director,
MCH
up to $50,000 v
up to $100,000 v

over $100,000 | ¥

7 Medical Officer of Health

8 Chairperson of the Board

? Operational Managers responsible for the respective Processes
% Group Manager, Commercial Support Services

11 Manager, Risk Management Services
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DELEGATION

Level | Level | Level
3 a  |s

2 facility

Sub-delegation .

Authority to purchase or lease assets (other than Iand and 'bu1ld|ngs or f inance Leases) included on the

as per ‘Capital Expenditure Procedures/Guidance’ (refer to attachment 5)

Capex Programme,

$1000 to $3,000 v v v v
up to $10,000 v v v
up to $50,000 v v
up to $100,000 v

over $100,000 | ¥

Authority to purchase or lease assets (other than land and buildings cr finance Leases) NOT included o

n the Capex

Programme, as per ‘Capital Expenditure Procedures/Guidance’ (refer to attachment 5)
up to $100,000 v
over $100,000 | ¥
Other:
Sale or disposal of supplies v v Manager, Materials
MCH Management
Sale or disposal of assets other than land and
buildings
motor vehicles v 12
computer equipment v v 13
MCH & Manager, Information
Enable Systems
NZ
other plant and equipment v v 12
MCH & Manager, Materials
Enable Management
NZ
Authority to accept tenders for up to 5% more v v 12 Manager, Materials
than the approved price, subject to Capex MCH Management
procedures/guidelines
Approve holders of DHB Charge Cards (local v v
purchase cards)
Ve 13

Approve holders of DHB Credit Cards (refer to
attachment 6)

ESTATE MANAGEMENT: (as a general rule, the Group Mana

er Commercial Support Services should be consufted)

Authority to enter into or terminate leases and v
rental agreements less than 3 years in term MCH &
Enable
NZ
Authority fo purchase land and buildings,
within plan
up to $100,000 v GM, Commercial
over $100,000 | ¥
Maintenance and minor refurbishment of
premises
included in operating budget v v v v
not included in operating budget v v
Authority to allocate facility space and v v 12
accommadation MCH &
Enable
NZ
Negotiate and prepare sub-tenancies v 1213
v v

Authority to sign tenancy agreements

12 Group Manager, Commercial Support Services
13 General Manager, Corporate Services



DELEGATION Board | Level | Level /Level | Level | level | Sub-

b &

Sale and Disposal: (subject to Ministerial approval)

Sale or disposal of land and buildings or lease
termination

up to $100,000 v GM, Commercial
GM, Corporate

over $100,000 | ¥

FINANCIAL: (as a general rufe, the Genera/ Manager, Corporate Services should be consulfed)
Authority to open and operate imprest, wages 4
and trust bank accounts
Approve or change cheqgue signing authorities
Authority to enter into loans, mortgages,
debentures and other financial instruments
Approve changes to Treasury Management
policy
Approve changes to petty cash floats
Approve individual bad-debts write-off
up to $5,000 v v
Over $5,000 v v
Authority to approve expenditure from Trust
and Special Funds {excluding patient trust
funds), as per policy
Operating expenditure: _ up to $10,000 v
up to $20,000 v v
over $20,000 v
Capital expenditure: As for Capex authorities

Approve adjustment to approved RC budget
allocation of up to 5% within an Operationat /
Patient Line (no change to total Line budget
allocation)

Authorise capital charge payments

15

v GM, Corporate

Note:
When in doubt on any aspects of the policy, schedules, procedures or guidance one should in the
first instance seek clarification from their direct reports, and then if required, further clarification
should be obtained from the General Manager, Corporate Services.

* General Manager, Corporate Services
15 Group Managers, MidCentral Health



Schedule of Delegations - Proposed

Purchasing
- New Health Services (annual contract value)
- Existing Contracts Renewal / Renegotiation
- Other Contracts (including Health and Disability Service Contracts
and Service Agreements, Lease / Rental Agreements, Legal /

Consuiting Services) as required {o achieve the DAP

- Capital Expenditure (within the DAP):
- New Health Service

- Other Capex
- Capital Expenditure (outside the DAP):
- Authority to approve and sign agreement to District Annual Plan
- Authority to approve variations to District Annual Plan

- Authority fo approve and sign Crown Funding Agreement and
variations

Human Resources
- All employment matters relating to CEQ
- All other HR matters

Sale of Assets
- Land and Buildings

- Other assets

o

Board CEO
> $500,000 < $500,000
v
v
> $500,000 < $500,000
> $1,000,000 < $1,000,000
> $250,000 < $250,000
v
> $1,000,000 < $1,000,000
v
v
v
v
v

Note: any decision to cancel or not renew an existing contract will be discussed with the relevant

committee or the Board prior to any action.
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1t.2  Schedule of Delegations

Stuart Wilsen introduced his report and confirmed jchat a r_1umbel‘ of papers had previously been
presented on aspects of the Board’s Delegations policy. This paper took into account feedback
previously received, and presented the current overall position.

It was noted that under the proposed Schedule of Delegations the Board would focus on
strategic matters with all operational matters being delegated to the Chief Executive Officer.

Following consideration by this Cominittee it was proposed to present a final schedule for
approval by the Board in February or March.

Robert Brown outlined possible approaches to sub delegation from the Chief Executive Officer
and these would be included in the final paper.

Stuart Wilson advised that a number of organisations were reviewing procurement processes
across the sector including the Office of the Auditor-General and LECG. MidCentral DHB was

seen as being a leader in this area.

Ian Wilson noted that he was happy with the principles as outlined in the report. His main
concern was that while the CEO could approve capital expenditure outside the District Annual
Plan (DAP), there should be no overall impact on the total capital budget for the year. This
should be made explicit in the Delegations Schedule.

Ann Chapman referred to the previous discussion on the Fraud Policy and questioned whether
the proposed revisions to the Schedule of Delegations would make it easier to commit fraud.

Stuart Wilson assured the committee that the centralised contracts model with incereased
division of duties would make it more difficult to commit fraud around contracting activities.

In response to the Chair’s enquiry regarding sub delegations, Stuart Wilson confirmed that the
schedule would be provided to the Board each year for information as part of the DAP process.

The Chair referred to the proposed Schedule of Delegations and sought clarification on the line
‘Authority to approve variations to District Annual Plan’. This appeared to give the Chief
Executive Officer authority to exceed the operating budget as contained in the DAP by $1m and
this gave rise to some concerns.

Ian Wilson advised he also had concerns around this line in the schedule and stated that there
should be no ability to deviate from the approved budget.

Following discussion the Committee requested that the line ‘Authority to approve variations to
District Annual Plan’ be deleted from the proposed Schedule of Delegations.

P

It was recommended:

that management considers the comrments of the Committee and reports back to the
Board.



(V11

Appendix III — Comparison of the old and new Schedule of Delegations:

Copies of the old Schedule of Delegations is included in this Appendix and the new
schedule in Appendix I

The DHB has been operating for almost eight years and the organisation is nowin a
more mature systemic and operational state. The old Schedule of Delegations was
designed when the supporting systems and policies were less developed and
consequently the schedule is very comprehensive in its coverage. Large sections and
much of the detail can now be removed from the schedule and placed in more
appropriate locations. This allows the new schedule to be more specific — covering
just financial delegations- and easier to understand.

The sections that covered:

Changes to policies and procedures

| ]

¢ (Clinical

e Administration
e Legal

Can be moved entirely to other more appropriate policy documents e.g. authority to
approve the conduct of research on premises.

In addition many of the sections included both monetary and non monetary
delegations, therefore the non monetary delegations can also be relocated to other
policies e.g. approval to defer taking annual leave, approve merit advancements
within current grade will be located in the Human Resource Policies.

Over the last 12 months we have been reviewing the policies to ensure they are
current and easily accessible through the intranet. Locating the policies on the
intranet with its search engine avoids the need to use multiple cross referencing of

documents.

Contracts:
Under the old schedule all contracts — new or renewed — required Board approval if

the total (lifetime) value of the contract exceeds $500k. Under the new schedule a
new contract for the supply of a new health service requires board approval if the
amount exceeds $500k p.a. Renewal of existing operational contracts (as required to
achieve the DAP) can be approved by the CEO without recourse to the board.
However in practice, the CEO will continue to inform the board about significant

contract renewals.

Supplies and Services:

Under the old schedule the purchase of supplies and services required board approval
for any transaction exceeding $500k. Under the new schedule delegated authority
for individual transactions for supplies and services is delegated to the CEQ. Under
the old schedule there were exceptions for GST, PAYE, FBT etc. and therefore in
practice few (if any) individual transactions exceeded $500k and therefore there is no

practical change.

Task Specific legal and Consultancy Services
Under the old schedule contracts for these services needed to be approved by the
board if the contract exceeds $100k. Under the new schedule, legal and consultancy



services are treated the same as other contracts. In practice very few contracts for
Jegal services or consultants exceed $100k and the reason for having a lower level of
delegated authority is more about the “sensitive” nature of expenditure on
consultants and legal advice. In practice the CEO will use his discretion to keep the
board informed about any “sensitive” expenditure and this would not be limited to
just consultancy or legal fees. Please note that under the new schedule the board will
be asked to approve contracted expenditure for internal and external audits as they
are performed directly for the board.

Health and Disability Service Contracts

Under the old schedule there is a complete section on the ability to enter into
contracts with suppliers of health and disability contracts (Funding Division
contracts). Under the new schedule there is no distinction between a contract for
health and disability services and a contract for the supply of goods and non health
services. All contracts are covered by the new procurement policy as all contracts
have a great deal in common when it comes to tendering, probity issues, dealing with
conflicts of interest, fraud prevention, and internal controls. There appears to be a
tendency in the health sector to view contracts for funding division services and the
provider arm as different. This has been recognised by the OAG, MED and others as
not necessary or desirable. This DHB is the first DHB to bring all contracts under the

one “umbrella”.

Ability to Purchase or Lease Assets

Under the old schedule the Board approved all capital expenditure above $100k.
Under the new schedule the Board will approve capital expenditure (included in the
DAP) above $500k for new health services and $1m for other capital expenditure
(renewals). Any capital expenditure not included the DAP above $250k will need

Board approval.

This is a significant change to the schedule and the major reason for the change is
because most of the DHB’s capital expenditure is for routine renewal of existing
equipment e.g. CT scanners. Given that the list of proposed capital purchases
appears in the DAP and the system of purchasing supplies and equipment is very
robust (and audited) the new delegated authorities for capital expenditure have been
increased more in line with other DHBs.

Sale of Land and Buildings
Under the old schedule all sales over $100k to be approved by the Board and under
the new schedule all sales to be approved by the Board.

CEQO Delegations

The new delegations have been designed to keep the Board informed and provide
early opportunities to make comment and provide direction. The bigger change is
not at board or committee level but the way in which the CEO sub delegates. Under
the old schedule the list of delegations was divided into sub levels of delegation for
Group Managers, Corporate Managers, Clinical Directors, Medical Director, Director
of Nursing, Team Leaders, Operational Managers, Site Coordinators and Service
Managers. In addition there were specific delegations for specific types of
expenditure and extensive sub delegations were allowed. This made the task of
understanding, using, managing and policing the schedule very difficult.

The starting point for the new delegations is that sub delegations will be much more
controlled. The CEO will sub delegate responsibility for purchases at or below
$250,000 to a General Manager position. Above $250,000 the CEO will retain
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responsibility. The General Managers will in turn sub delegates responsibility for
purchases below $20,000 to their nominated positions (Group Manager level).

Any further sub delegations will be strictly controlled and policed. Sub delegations
can now be more specific avoiding the need to have general levels of delegated
authority attached to an array of positions with multiple exceptions. Under the new
contract management system every contract is unique and can record specific
delegated authorities that operate for that contract. For example, there may be a
contract owner for a supplier contract for stationery supplies. The contract owner
will be responsible for the overall management of the contract, but multiple
managers will be able to make purchases against that supplier each having their own
delegated authority that can be checked every time they place an order. The CMS can
also maintain multiple levels of delegated authority so that an individual can approve
a single transaction for a defined limit but limited to a monthly, annual or budgeted
amount. The new schedule will allow flexibility but with much more control
exercised by contract owners and General Managers.

The new bespoke approach to delegated authorities avoids the transaction value
approach and will make checking much easier and thus reduce the opportunity to act

outside a delegated authority.

The opportunity to “get around” delegated authorities or commit fraud will be
substantially reduced. The central contracts department and HR will be much more
involved in the process checking and signing off process around contracting and
personnel costs. This constant policing of the process should eliminate most
opportunities to commit fraud. Although the CEO or General Manager may choose
to delegate their authority to another manager for a specific contract, that delegation
remains in force only until the contract terminates. In addition, reporting against
that contract will be sent to the sub delegated contract owner and the CEO or General
Manager (that made the sub delegation). In this way the CEO and General Managers
will continue to maintain oversight for expenditure within their “blanket” delegated
authorities.

Personnel
Under the old and new schedule the Board will deal with all matters relating to the

employment of the CEO.

The old schedule contained multiple lines dealing with all types of personnel
activities including formal offers of employment, increasing annual leave
entitlements, determine and discharge staff bonds etc.

Many of these activities and delegations now appear in other policies and checked by
the Payroll, HR and Rostering systems. The new and old schedules appear quite
different but the actual level of delegated authority has not changed a great deal.
Under the new schedule there is more requirement to consult with HR before

exercising any delegated authority.

We are still considering whether it is appropriate to issue (under separate cover) a
quick reference guide to all HR authorities as they are numerous and there may be
may benefit from being all available in one document.



1:“5

. ' _ ' Sub-delegation - -
DELEGATION o | Boara| Level | Level level | level | tevel | o ity ? -
POLICIES AND PROCEDURES: (refer to Document Management System)
Changes to and approval of:
MidCentral District Health Board-wide policies | ¥
MidCentral District Health Board-wide v
operational policies and procedures
Divisional operational policies and procedures v
Clinical policies and procedures Clinical Board,
v MidCentral Health
(“*MCH™
PERSONNEL: (refer to Human Resources Policy Manual)
Recruitment, appointment, employment conditions, salary & performance review: (as a general
rule, the Group Manager HR or Employee Relations Consuftants should be consulted)
Chief Executive Officer | ¥
Principal Administration Officer v
General Managers v
Group Managers v
Clinical Directors v
Portfolio Managers v
Operational Managers v
Team Leaders / District or Site Coordinators v
Medical / Dental Officers v Medical Director,
MCH
Other staff v
Appointment of staff outside of District Annual v
Plan
Decisions on appeals against non-appointment v v
Authorise employment refated benefits in v v
addition to salary, approve travel & transfer
expenses on appeintrment
Determine and discharge staff bonds and v v v
service commitments
Approve private practice and secondary v v
employment
Approve representation on outside committees v v v
Issue formal written offer of appointment v v v
Honorary appointments of staff v v v
Change working hours (within parameters of v v v v
employment agreement)
Approve grading or re-grading of positions v v v
within provisions of employment agreement
Approve merit advancement within current 4 v v
grade
Authorise timesheets for direct reports v v 4 v Clinical Nurse
Coordinators
RMO Coordinatar
Approve higher duties allowance v v v
Approve overtime payments that exceed the v v v
prescribed limits by $5,000 per annum
Increase annual leave entitlements v v
Approval to adjust establishment of staff v v
positions, within 5% of total budget for area
of responsibility

! Level 5 - ‘Delegate — specified positions’ are nominated authorities per the delegations policy and do not

require a written “Notice of Delegation or Sub-Delegation Authority’ form. However, in instances where sub-

delegation facility is available, a written *Notice of Delegation or Sub-Delegation Authority’ form is required

prior to exercising such authority.

2 Sub-delegation facility: Must be made in writing by the delegate to the potential delegate and in
accordance with the terms and conditions of the Delegation Policy, or as expressly specified above (see aiso
5.6 of the Policy}
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' .' Level | Level | Level | Level | Level | Sub-delegation
DELEGATION Board 1. 2 3 4 5, facility
Award bonuses where payment is not v v
provided for in employment agreement
Pay above collective employment agreement v v
rates
Defer taking annual leave v v v
Approve special leave with or without pay over v v v
5 working days
Approve NZ study leave with or without pay v v v
and actual and reascnable expenses, over the
value of $3,000
Approve all overseas travel, study or v v
conference leave with or without pay and
actual and reasonable expenses
Approve all focal travel, study or conference v v v v
leave with or without pay and actual and
reasonable expenses, within budget
Approve all other leave provisions v v v v
Offer redundancy or early retirement v v
Payment of resignation gratuities / v
Payment of retirement gratuities v v
Disciplinary procedures:

Issue first warning v v v Y
Issue final warning v v v
Suspend staff with pay or terminate
employment
Chief Executive Officer | ¥
General Managers v
Group Managers, Clinical Directors, Medical / v v
Dental Officers, Portfolic Managers
Other staff v v v
Decisions against dismissal v
Other:
Negotiate individual employment agreements
Medical / Dental Officers v v v
Other staif v v v Y
Approve individual employment agreements v v v
Approve collective employment agreements v
CLINICAL:
Authorise private praciitioners to care for their v v v
maternity patients in MidCentral Health
facilities
Approve the conduct of research on premises v v v
(based on recommendation of Ethics
Committee, a confirmed business case and
sign off by legal insurance officer)
Approve travel costs for medical transfer of v v
patients and their escorts
ADMINISTRATION:
Authority to release information to the media | ¥ v v v 3.4 District / Site
or other external agencies / person(s) in Coordinators
accordance with the Communications Policy
and provisions of relevant legisfation

3 Manager, Administration and Communications
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E AT ‘| Level. | Level | Level | Level | Level | Sub-delegation
DELEGATION Board | 4 2 | 3 4 5 facility
Authority to approve launching of public v v
appeals for funds
Authority to provide public notice of Board v 4
meetings
Authority to initiate and manage public v v v
consultation processes in accordance with the
obligations and provisions of the New Zealand
Public Health and Disability Act 2000 ("the
Act™} (refer fo "Consultation Guidelines for the
Ministry of Health and District Health Boards
relating to the provision of health and
disabiiity services”, August 2002)

Authority to commit funds within Plan for v v 5
pubiic consuliation processes
Health and Disability Service Contracts and Service Agreements:
Authority to approve and sigh agreement to v
District Annual Plan
Authority to approve and sign Crown Funding | ¥ CEO
Agreement
Authority to enter into cooperative v General Managers
agreements and arrangements, in accordance
with section 24 of the Act
Authority to enter into contracts / service v v GM, MCH
agreements for the provision of health or E‘f\:;;’iit;"?&
N ™ . T}

disability services Erable NZ
Authority to negotiate contracts / service v v 5.6
agreements with purchasers / funders or sub- -
contracts with other providers, in accordance
with District Annual Plan
Authority to approve funding within Plan for v v 5
the provision of health and disability services Funding

Division &

Enable NZ
Authority to enter into arrangements relating v v Partfolio Managers,
to payments on terms and conditions in Funding Funding Division
accordance with sections 88 and 89 of the Division
Act, and in accordance with District Annual
Plan
Authority to negotiate service agreements or v v Portfolio Managers,
contracts with providers, in accordance with Funding Funding Division
Ptan, to provide health and disability services Er']‘:sb'g”Nsé
Authority to make payments to service v v Portfolic Managers,
providers in accordance with District Annual Funding Funding Division
Plan, Crown Funding Agreement and contract Division &
or service agreement provisions Enable NZ
Authority to cease payments to providers in v v
accordance with service agreement provisions, Funding
and subject to appropriate performance EQQ?ITNSE
monitoring
Authority to recommend termination of service v
agreements and contracts for the provision of Funding
health and/or disability services, subject to Division &
due process Enable NZ

v General Manager,

Authority to terminate service agreements and
contracts for the provision of heaith and/or
disability services, subject te due process

Enable NZ

* Principal Administration Officer
5 Portfolio Managers, Funding Division
& Group Managers, MidCentral Health
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Level | Level | Level Lev_e_el Level | Sub-delegatio

DELEGATION ' : Board | 7 15 3 | a 5 facility

Legal: (as a general rule, the Manager Risk Managernent Services should be consulted)
Authority to initiate or defend litigation

Debt recovery v v v Manager, Finance
Under the Health Act 1956, Food Act 1961, v v 7 Health Protection
Smokefree Environments Act 1990 and Smokefree
Officers
Other v v Manager, Risk
Management
Warn persons under the Trespass Act 1980 v v 4 SManlager, Protective

ervices

SUPPLIES, SERVICES AND ASSETS:
Purchasing: (as a general rule, the Manager Materials Management and Pharmaceutical Services should be

consulted)

Authority to approve discretionary expenditure | v® v v
per ‘Expenditure of a Discretionary Nature
Procedures/Guidance’ (refer to aftachment 6)
Authorise requisition issues from stores v v v v
Insurance ¥ Manager, Risk
Management
Services
Approve purchase of supplies or services
(excludes capital items)
Petty Cash Purchases < $100 v v v v
up to $5,000 Y v v v
up to $50,000 v v v
up to $100,000 v v
up to $500,000 v GM, Corporate
over $500,000 | ¥
Statutory Payments (GST, PAYE, FBT, etc) v v 9

Approval of new Contracts - *Head Contracts’
(Head Contracts are defined as financial limits over the contractual pericd and not individual transaction amounts)

Renewal of existing contracts with movements >10% would require to be approved by the next level up
All contracts between $100,000 and $500,000 would be presented to the Board for their information

up to $50,000 v v v
up to $100,000 v v 10 Manager, Materials
Management
up to $500,000 v
over $500,000 | ¥
Approval of invoices covered under the Head | v Team
Contracts (i.e. individual transaction amounts Leader/Contracts
that sit below the Head Contract) Manager
Purchase task-specific legal or consultancy
services
up to $20,000 v v v 11 Medical Director,
MCH
up to $50,000 v v
up to $100,000 v
over $100,000 | ¥

7 Medical Officer of Health

8 Chairperson of the Board-

? Operational Managers responsible for the respective Processes
% Group Manager, Commercial Support Services

11 Manager, Risk Management Services
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_ Level | Level | Level | Level | Level | Sub-delegation
uELEGATION . | Board 1 3 3 4 s | facility

Authonty to purchase or lease assets (other than land and buildings or f nance Leases) included on the Capex Programme,
as per ‘Capital Expenditure Procedures/Guidance’ (refer to attachment 5)

$1000 to $3,000 v v 7 -
up to $10,000 v v 7
up to $50,000 v v
-

up to $100,000

over $100,000 | ¥

Authority to purchase or lease assets (other than fand and buildings or finance Leases) NOT included on the Capex
Programme, as per ‘Capital Expenditure Procedures/Guidance’ (refer to attachment 5)

up to $100,000 v

over $100,000 | ¥

Other:
Sale or disposal of supplies v v Manager, Materials
MCH Management;
Sale or disposai of assets other than land and
buildings
motor vehicles 4 iz
computer equipment v v 13
MCH & Manager, Information
Enable Systems
NZ
other plant and equipment v v 12
MCH & Manager, Materials
Enable Management
NZ
Authority to accept tenders for up to 5% more v v 12 Manager, Materials
than the approved price, subject to Capex MCH Management
procedures/guidelines
Approve holders of DHB Charge Cards (local v v
purchase cards)
e i3

Approve holders of DHB Credit Cards (refer to
attachment 6)

ESTATE MANAGEMENT: (a5 a general rule, the Group Manager Cornmercial Support Services should be consulted)

Authority to enter into or terminate leases and v
rental agreements less than 3 years in term MCH &
Enable
NZ
Authority to purchase land and buildings,
within plan
up o $100,000 v GM, Commercial
over $100,000 | ¥
Maintenance and minor refurbishment of
premises
induded in operating budget v v v v
not included in operating budget v v
Authority to allocate facility space and v v 12
accommodation MCH &
Enable
NZ
Negotiate and prepare sub-tenancies v 1213
v v

Authority to sign tenancy agreements

2 Group Manager, Commercial Support Setvices
13 General Manager, Corporate Services
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DELEGATION, R B.Qa'fc_i ;..evel_' _lievel ;?vel Level

Level

" Sub-delegation

facility

Sale and Disposal: (subject to Ministerial approva)

Sale or disposal of land and buildings or lease

termination
up to $100,000 v

GM, Commercial
GM, Corporate

over $100,000 | ¥

FINANCIAL: (as g general rule, the General Manager, Corporate Services should be

consuited)

Authority to open and operate imprest, wages v

14

and trust bank accounts
Approve or change cheque signing authorities v
Authority to enter into loans, mortgages, v
debentures and other financial instruments

v

Approve changes to Treasury Management

policy
Approve changes o petty cash floats v v

Approve individual bad-debts write-off

up to $5,000 v v

15

Over $5,000 v v

Authority to approve expenditure from Trust
and Special Funds (excluding patient trust

funds), as per policy
Operating expenditure: __up to $10,000

SVENEN

up to $20,000

over $20,000

Capital expenditure: As for Capex authorities

Approve adjustment to approved RC budget
aliocation of up to 5% within an Operational /
Patient Line (no change to total Line budget
allocation)

15

Authorise capital charge payments

GM, Corporate

Note:

When in doubt on any aspects of the policy, schedules, procedures or guidance one should in the
first instance seek clarification from their direct reports, and then if required, further clarification

should be obtained from the General Manager, Corporate Services.

14 General Manager, Corporate Services
15 Group Managers, MidCentral Health
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POLICY

Procurement Policy

Applicable to: MidCentral District Health Issued by: Contracts Department —
Board Corporate Services
Contact: Contracts Department
1. PURPOSE

The purpose of this Policy is to specify the over arching rules and principles to be followed when
procuring goods or services and negotiating contractual arrangements with suppliers.

SCOPE

This policy covers the procurement of all goods and services (including Health Services) within
MDHB. It excludes contracts of employment.

It applies to all Board and Committee members, employees or contractors involved in any
procurement process for goods and services.

In some circumstances, procurements are arranged through external parties e.g. Lower North
Island (LNI) purchasing group. In these situations any agent acting on behalf of the DHB must
operate consistently with the principles and expectations outlined in this Policy, in particular, the
sections relating to probity and contestability must be applied.

ROLES & RESPONSIBILITIES
All MDHB Employees & Contractors
Potential procurement activities require MDHB authorisation prior to going to the market. For

products and services, authorisation is obtained from the Board of MDHB in accordance with the
MDHB Delegated Authorities Policy (refer MDHB-2022 & 2723 Delegations Policies).

All procurement with external parties shall be done within the employee’s delegated authority.

Staff who are unsure of their delegated authority shall seek this information from their Group
Manager/General Manager.

Communication regarding all contract, legal and procurement matters shall be documented,
including file notes of verbal communication, and filed with the appropriate contracts held in the
Contracts Department, Board Office.

Communication shall comply with all relevant legislation which includes, but is not limited to:

Document No.: MDHB-2002 Page 1 of 15 Version: 1
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Policy for Procurement

Privaey Act 1993

Health Information Privacy Code 1994

Code of Health and Disability Services Consumers’ Rights 1996
Employment Relations Act 2000

Official Information Act 1982

Protected Disclosures Act 2000

Defamation Act 1992

DCcpCOoOROD

Unless a formal delegation exists or approval is specifically granted by the Chief Executive Officer
or a General Manager, employees may not enter into formal contract negotiations on behalf of
MidCentral District Health Board.

3.2 Other Agencies
MDHB works with the Ministry of Health, DHBNZ and other government agencies, such as
PHARMAC to deliver value for money to the DHBs. These agencies will be expected to comply
with the Procurement Guidance for Public Entities, Office of the Auditor General, June 2008.

4. POLICY
Key Principles
The overriding consideration when procuring products and services is to ensure value for money
and quality of service. This will be assured by clear and fair processes and procedures based
around the following key principles:

o Complying with the policy and key principles by all employees, contractors and
respondents.

e  Obtaining the best Quality, Service, Technology and Price for goods and services procured
based on Total Cost of Ownership (TCO) which includes monetary cost components (e.g.
price, inventory cost, distribution cost) and non-monetary cost components (e.g. IT system
integration).

e  Acting fairly and transparently.

e Communicating in an open and timely manner.

e Standardising where appropriate to ensure safety and achieve cost benefit.

»  Meeting the appropriate clinical and work requirements of those who use the goods and
services. Complying with relevant statutory and other legal requirements during the
procurement process.

Document No.: MBHB-x00x Page 2 of 15 Version: 1
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Policy for Procurement

Regional and Syndicated Procurement

MDHB is committed to working collaboratively with other DHBs. Wherever practicable the
regional implications of any procurement should be considered and factored into the approach for
each procurement project. Examples of working collaboratively include:

¢  aggregating volumes/requirements,

» aligning to common standards,

» aligning with common suppliers,

+ one DHB negotiating on behalf of the others,

« negotiating provisions for other DHBs, who may not be a party to the agreement, to
become a party or otherwise receive the benefit of the agreements in it.

Similar principles apply in respect of national procurement and other types of syndicated
procurement. All regional and syndicated procurement activities must comply with the DHB

specific and regional/national approval processes.

5. GENERAL CONSIDERATIONS

Training and Competencies

The General Manager/Group Manager will ensure that Staff involved in procurement activities
will have the necessary competencies and receive appropriate training.

Procurement documents will be peer reviewed.

Market Considerations

When undertaking procurement activities regard must be given to the impact any decisions may
have on the marketplace. Consideration should be given to potential issues of market dominance
(e.g. Commerce Act requirements) as well as the need to ensure supplier sustainability and longer
term choice of options within the market.

Legal Considerations

DHBs can be subject to judicial review proceedings, Ombudsman investigations and other types of
review or legal action. It is important that procurement practices comply with relevant statutory
and legal requirements at all times. Failure to adhere to appropriate requirements can have
serious financial and reputational consequences for the DHB.

DHBs must act in accordance with their statutory powers under the New Zealand Public Health
Disability Act and other enabling legislation. To this end, DHB representatives must exercise
financial delegations and other functions in accordance with the statutory powers and for the
purpose of achieving the DHB’s respective goals and policy.

Document No.: MDHB-ooxx Page 3 of 15 Version: 1
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Record Keeping

Full and accurate records must be kept of all aspects of the procurement process, in accordance
with the relevant legislation and MDHB policy. This includes in particular, the decision making
process informing the design of a procurement process and the reasons for tenders being

accepted/ declined.
Complaints

RFX (includes EQI, RFI, RFP, RFT etc) respondents should be advised of relevant complaint
processes. Any serious or unresolved complaints about procurement practices should be referred
to the CEQ of MDHB or the CEQ’s nominated representative.

Fraud or Misconduct

Any suspected fraud or misconduct in relation to procurement processes must be reported to the
Manager, Risk Management, which will be fully investigated and dealt with in accordance with

MDHB’s Fraud Policy MDHB-2054.
Non-Compliance with Requirements

Failure to follow relevant policies and requirements for procurement practice constitutes a breach
of MDHB’s Code of Conduct and/or Discipline and Dismissal policy MDHB-188q.

PROCUREMENT METHODS

Contestable Process

MDHB has a preference for using open, contestable procurement processes unless good reasons
exit for not doing so. Suitable contestable processes include (any of which are referred to in this

document as an RFX):
e  Request for Information (RFI)

e  Request for Proposals (RFP)
*  Request for Quote (RFQ)

A contestable process may be a single stage or multi stage process (prequalification). Where a
contestable process is used, all agreements for purchasing products or services must follow the
process described in MDHB’s Procurement Guidelines.

Approval points required throughout the process in accordance with MDHB’s Delegated Authority
Policy are illustrated in MDHB’s Procurement Guidelines.

Contestable processes will be designed and implemented in accordance with the MDHB’s
Procurement Guidelines and Procurement Processes to ensure all respondents are treated fairly
and all reasonable steps will be taken, relevant to circumstances, to ensure that an appropriate
selection process is utilised, given the information available about the goods and/or services
required.

Document No.: MDHB-000x Page 4 of 15 Version: 1
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Policy for Procurement

Departure from Contestable Process

A selective or closed procurement process may only be used to procure goods and services where
there are sound, well-documented reasons for doing so. A risk assessment must be undertaken to
assess the risk of not using an open contestable process.

The reasons supporting a selective or closed procurement process (together with the risk
assessment) must be approved by the CEQ or General Manager — Corporate Services, or their
nominated representatives and must be consistent with the Auditor General’s Procurement Good

Practice Guidelines.

Departure from established process may be justified in the following circumstances:

Circumstance Description

Emergency For clinical or employee safety reasons, to address other risk

Procurement issues urgently or if MDHB is likely to suffer financially because
of the emergency situation. Note that poor planning is not in
itself a sufficient reason for not conducting a contestable process
if it would otherwise be required.

Disproportionate The cost of the open competitive procurement process is likely to

Procurement Cost

be disproportionate to the value or benefits likely to be gained.

Adding Further
Parties to a Contract

Parties to a contract make available to other parties a right to
take up a contract at the same or very similar beneficial
conditions and there is suitable information available to confirm
that the proposed arrangements are commercially advantageous.

Closed RFP

Selected respondents are invited to submit proposals for goods
or services. Frequently the result of a RFI process. If not
preceded by an openly contestable RFI process then there must
be very good reasons for limiting the number of potential
respondents to an RFP.

Monopolistic Market

Only one supplier available in the market place and there is
adequate evidence to demonstrate that this is the case and it is
ntot feasible to encourage other entrants to the market.

Standardisation or
Compatibility with
Existing Products or
Services

It is often in the interest of the DHBs to standardise the range
and choice of goods and services used within DHBs and where
appropriate within the Central Region to achieve cost savings
and to ensure integrated service provision.
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Circumstance

Description

Extending Contracts

Recognition and acknowledgement of good performance is
supported by MDHB. Selective procurement may be justified
when an incumbent, previously selected through a competitive
process, has performed well against managed targets through
the term of the contract, continues to provide value for money
and it can be demonstrated the market conditions have not
changed substantially since their selection. This principle can
apply without having previously negotiated a Right of Renewal
(RoR) in the existing contract.

Optimising
Aggregated Volumes /
Natural Extension of a
Service

An incumbent’s contract may be extended to include additional
volumes or service components via a selective procurement
process, where the additional products or services sit logically
with the existing supplier or contract. This also applies to items
that are purchased from a preferred supplier not under contract,
bundled to become part of an existing contract.

In order to maximise the benefits of a contract it may be
appropriate to Disaggregate Services (unbundled) and/or
Aggregate Volumes (bundle).

7. PROBITY

Definition

Probity is defined as uprightness, honesty, proper and ethical conduct.

Principles

There are five essential principles to promote probity. MDHB Staff must comply with these
principles throughout all stages of the procurement and contracting process. The five principles

are:

AR N

Objectives

Use of an appropriate, transparent procurement process
Identification and resolution of conflicts of interest
Fairness and impartiality

Robust, reasonable decision making

Security and confidentiality

The issue of probity in the sourcing and contracting process is the responsibility of all
stakeholders involved in the process. The objectives of this process are:

» To ensure conformity to process designed to achieve value for money
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Policy for Procurement

e To provide accountability

» To encourage commercial competition on the basis that all proposals will be assessed
against the same criteria

¢ To preserve public and supplier confidence in the process

» To improve defensibility of decision to potential legal challenge

Declarations of Interest

MDHB Board Members, Staff and contractors involved in (including privy to any information
about) any procurement decision or review of any goods or services supplied to MDHB must
declare, in writing and using the approved template, any interest in, or the receipt of any gifts,
hospitality or any other benefits, past or present, of any kind. This information must be obtained
at the beginning of the process and be used to determine if there could be any prejudice to the
process and to inform an appropriate process to manage any conflict, potential conflict or
perceived conflict that may exist.

If an actual, potential or perceived conflict of interest is identified the matter must be dealt with in
accordance with the relevant policies of MDHB including consultation with the MDHB’s legal

advisor if necessary.

All respondents must be asked to declare any conflict of interest, including offers of hospitality,
sponsorship or gifts, as part of their response to an RFX.

Disclosure of Information
MDHB Staff involved in a process for the procurement of goods and/or services will respect the

sensitivity of information provided by respondents and not disclose any information to any other
party. Any situation where information may need to be supplied to another party will be

- discussed with the General Manager — Corporate Services, or their nominated representatives.

Confidentiality

Information contained in a respondent’s response to an RFX is to be treated as confidential to
MDHB and not disclosed to other parties.

Any situation where information is requested to be disclosed must be discussed with the General
Manager — Corporate Services or their nominated representatives. MDHB Staff involved in a
process for the procurement of goods and/or services may be requested to sign a “Confidentiality
Declaration”.

Supplier Contact

A formal single point of contact at the DHB will be established for communications with
respondents during a procurement process to ensure that information provided to respondents is
consistent and that the integrity of the process is maintained.

Document No.: MDHB-x0x Page 7 of 15 Version: 1
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PROCUREMENT CONSIDERATIONS
Procurement Plan

Depending on the nature and size of the procurement project a procurement plan may be
required. This may be developed prior to MDHB endorsement steps outlined above or subsequent
to a decision to proceed with the procurement concerned.

Probity Advisor and Specialist Appointments

In consultation with the General Manager — Corporate Services or their nominated
representatives, MDHB will consider the appointment of a Probity Advisor for large, complex or
potentially controversial procurement projects.

A Probity Advisor can provide external scrutiny and ensure integrity of process.

It may be necessary to involve other types of specialists during particular procurement projects.
This may include legal advisers or other individuals or organisations with specific industry

knowledge in relevant areas.

Risk Identification and Management

Risk identification and management is an important part of the procurement process. A risk
assessment is part of the procurement design phase as well as the evaluation and selection process
for each procurement project. The scope and depth of this process will depend on the overall risk
profile and possible organisational consequences of the project. Use of the MDHB Risk
Assessment Tool is recommended.

Consultation

DHBs have specific legal responsibilities to undertake consultation in relation to a number of
activities, including proposed significant changes to the range and type of services offered,
access to those services, policies, outputs and funding. There are also general obligations
under the New Zealand Public Health and Disability Act which may mean that consultation is
required in other situations. Prior to undertaking any procurement process careful
consideration must be given to the nature and extent of any consultation that may be
required. Expert advice must be sought and MDHB’s consultation or community engagement
policy must be closely followed. This may include notification to current or potential

suppliers in the market.

Printed 05/08/08
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Late Submission of RFX Documents

Subject to the terms of specific RFX documents, late tenders/proposals will not ordinarily be
accepted. A decision fo accept/decline late tenders/proposals will be at the discretion of the
General Manager, Corporate Services or their delegated representative. Respondents will be
advised, in writing, of the decision to accept/decline late tenders/proposals.

Evaluation Process

Any evaluation process will be conducted fairly and in accordance with the Auditor-General’s
Procurement Good Practice Guideline. Fair, transparent and equitable evaluation criteria,
published in the RFX, will be used to determine a shortlist of preferred suppliers. Careful
consideration will be given to the appropriate method of evaluation given the service/goods
concerned to ensure that criteria used appropriately balance quality requirements, financial costs
and other matters relevant to the decision.

Revised and Clarified Offer for Short-listed Parties

Following the evaluation of responses and the development of a shortlist a revised offer may
be requested of all short-listed parties (consider non-price added value issues, e.g. service
location, payment terms, response times ete). Such best offers may be followed by further
negotiation with the preferred respondent. Post RFX negotiations may be undertaken with
the preferred respondent.

Due Diligence

From time to time {e.g. with new market entrants) it will be necessary to conduct a formal process
by which an assessment is carried out on a project or entity. This usually refers to a commercial
appraisal of a variety of circumstances in order to support decision making such as entering into a
contract. Any due diligence process should be agreed with the service concerned and clearly
documented to ensure that clinical and service needs and requirements are adequately addressed.

Open Book Pricing

If a contestable procurement process is not undertaken for any reason (e.g. monopolistic market)
every endeavour must be undertaken to ensure Open Book Pricing is achieved and there will be
evidence that steps have been taken to achieve the best value for money possible in the
circumstances (e.g. negotiations over terms and conditions of the contraet). The purpose of this is
to ensure confidence that value for money is obtained and that the process is as transparent as

possible.

Price benchmarking may also be used to provide confidence that a selective procurement
process has achieved value for money.
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Awarding the Contract

The successful party will be notified in writing. Unsuccessful parties will be told the name of the
successful party and offered the opportunity for feedback on why their proposal was unsuccessful.

Awards notifications will be posted on the GETS website where the procurement was issued via

GETS.

poc. code: GP XX
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Ongoing Contract Management

For key suppliers structured business reviews will be facilitated by the Contracts Department with
participation of MDHB’s business/contract owners at an appropriate frequency. Ongoing contract
management is an important part of the contract lifecycle and is essential in ensuring ongoing

quality of services and productive working relationships.

9. DEFINITIONS
Terms and abbreviations used in this document are described below:
Value Description

MDHB MidCentral District Health Board

Capex Capital Expenditure as allocated in the MDHB Capital budget.
Costs or expenditure incurred by MDHB that will be used over a
period of time, normally more than 12 months, and for a value
greater than [$2000]. The costs are usually for the acquisition or
creation of a physical item (assel) including costs directly
attributable to bringing the item to working order.

CEO Chief Executive Officer

CFO Chief Financial Officer

Competitive procurement | Where more than one potential supplier is invited to bid to supply
goods or services

DHB District Health Board

DHBNZ District Health Boards New Zealand Incorporated

Open Book Pricing Open sharing of cost input information and agreed rates of return
by the supplier to ascertain the price/s charged to the DHB

Opex Operational Expenditure as allocated in the Operational MDHB
budget. Costs or expenditure incurred for purchases of goods or
services that are utilised in MDHB'’s day to day operations. They are
generally consumed immediately or within a short period of time.

Probity Honest, proper, fair and ethical conduct

Selective procurement Where one potential supplier is selected without any competitive
process

RFI Request for Information. A formal request for information to gain a
more detailed understanding of the supplier market and the range
of solutions and technologies that may be available.
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RFP Request for Proposal. A formal means of seeking proposals from
the market for goods or services where the public entity is open to
supplier innovation — that is, where the outputs and outcomes are
important, rather than the process the supplier follows to deliver
them.

RFQ Request for Quotation. A formal means of seeking quotations from
the market for goods or services where price is the main selection
criterion, the requirement is for “stock standard” or “off the shelf”
goods or services, and the procurement is low risk.

RFX Generic term used to advise that the statement being made applies
to any from of ‘Request for  processs — includes RFQs, RFPs or
RFIs

Respondent A party responding to or participating in a RFX process

RoR Right of Renewal. A Right of Renewal is the term used to confirm

that an option exists within a contract to renew the contract for a
further period (often pre-determined) upon the expiration of the
initial contract term.

TCO Total Cost of Ownership means the whole-of-life cost of the goods
or services being procured, including for example the costs of
design, acquisition, installation, operation, maintenance and
disposal.

10. RELATED MDHB DOCUMENTS

MDHB Procurement Processes
Procurement Guidance for Public Entities Office of the Auditor General, June

2008

i hitp://iwww.oag.govt. nz/2008/procurement-guide/docs/procurement-guide.pdf

| Government Procurement in New Zealand. Policy Guide for Purchasers.
Ministry for Economic Development, July 2002
hitp:/fwww.med.govt.nz/templates/MultipageDocumentTOC 8903.aspx

Mandatory Rules for Procurement by Departments.

Ministry for Economic Development, May 2006
hitp://mww.med.govt.nz/upload/35084/rules. pdf

Managing Conflicts Of Interest: Guidance for Public Sector Entities Office of
the Auditor General Guideline (date)

MDHB-2022 Delegations Policy

MDHB-2723 Delegations Policy — Schedule 1

de duct and Disciplinary Procedures
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New Zealand Public Heaith and Disability Act 2000
Public Finance Act 1989
Crown Entities Act 2004
Commerce Act 1986 and Fair Trading Act 1986
Official Information Act 1982
ublic Records Act. 2005
11. FURTHER INFORMATION / ASSISTANCE
General Manager — Corporate Services
Group Manager — Commercial Support Services
Manager — Contracts Department
Team Leader — Materials Management
Manager — Risk Management
Privacy Officer
12. APPENDICES
Appendix 1: MDHB Procurement Guidelines
Appendix 2:
Appendix 3:
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Procurement
Contracts
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APPENDIX 1
MDHB Procurement Guidelines
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