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NEW PLYMOUTH

Dear Mr Young

Taranaki District Health Board: 2008/09 District Annual Plan

| am pleased to advise you that | have signed Taranaki District Health Board's
2008/09 District Annual Plan (DAP) for three years and that the Board has my full
support for implementing this plan.

You have taken an innovative approach to presenting the information in your DAP
and | acknowledge the clarity, connection and focus the flow charts provide. Your
approach is limited by the lack of detail it provides but the document serves as a
useful business plan, and officials advise me that it adequately meets expectations.

| appreciate the efforts your Board and management have put in over the past year
to manage your DHB in a sustainable manner while meeting the health needs of
your population. | look forward to your continued efforts in the coming year.

| note the emphasis your Board has placed on strategies to improve the nutrition and
physical activity of your population, the planning you have completed to improve
diabetes services and the overall work that has been completed to reduce
ambulatory sensitive hospitalisations. Your elective services results for the last
financial year were commendable and | look forward to seeing this good
performance continue in 2008/09.

It will be important for you to focus on chronic conditions management to improve
your strategic approach across the primary and secondary care sectors, and further
planning for specific actions to increase immunisation coverage. Additionally,
effective planning is required in mental health to achieve your goals for child and
youth, older people and addiction services.

Parliament Buildings, Wellington, New Zealand. Telephone: 64 4 470 6667 Facsimile: 64 4 471 2360
Email: deunliffe@ministers.govt.nz, Website: www.beehive.govt.nz
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Statement from the Chairman and CEO (Nga Korero at e
Tiamana me tona Kaiwhakahaere)

We are pleased to present the District Annual Plan for Taranaki District Health Board
covering the period 1 July 2008 — 30 June 20009.

The focus of our activity in 2008/09 is to make progress on the key priority health target
areas. These areas have an impact right across people’s lives and achieving this plan
involves the District Health Board working together with other parts of the health sector,
local agencies and the local community.

The District Annual Plan includes action to improve immunisation coverage and oral health
for children and young people. There is a strong focus on preventing the harm caused by
tobacco and realising the benefits of improved nutrition and physical activity. The
management of chronic conditions such as diabetes in primary care settings, improving
mental health services and maintaining access to hospital based elective services remain a
priority for this year.

The health of those in our community with the poorest health status is a continued focus.
Our approach will continue to be driven by the needs of the community, and action includes
building M ori capacity and development of M ori services that are often best placed to
support improvements in M ori health, in addition to improving the responsiveness of all
services.

Monitoring key health targets is a core component of this Plan. Measuring progress is
essential to its delivery as it allows us to evaluate our achievements and assess if we are
making a difference.

We look forward to implementing this plan with the ongoing support, collaboration and
commitment of all of you who have a contribution to make as we strive for Taranaki
Together, a Health Community — Taranaki Whanui He Rohe Oranga.

SIGNATORIES
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Treaty of Waitangi (Te Tiriti o0 Waitangi)

Te Tiriti 0 Waitangi is widely acknowledged as the founding document of New Zealand and
is often referred to in overarching strategies and plans throughout all sectors. The Taranaki
District Health Board is one of many organisations that value its importance in the context of
the work that we do.

Central to the Treaty relationship and the acknowledgement of the Treaty principles, is a
common understanding that M ori will have an important role in developing and
implementing health strategies for M ori.

He Korowai Oranga — M ori Health Strategy, emphasises that the relationship must be
based on:

Partnership: working together with whanau, hapu, iwi and M ori communities to
develop strategies for improving the health status of M ori.

Participation: involving M ori at all levels of the sector in planning, development
and delivery of health and disability services that are put in place to improve the
health status of M ori.

Protection: ensuring M ori well-being is protected and improved as well as
safeguarding M ori cultural concepts, values and practices.

The Taranaki District Health Board is committed to the application of these Treaty
obligations.

Giving Effect to the Treaty Principles (Hoatu te ar ia ki nga Tiriti
pono)

As a crown agency, the Taranaki District Health Board (TDHB) considers the Treaty of
Waitangi principles to be implicit conditions of the nature in which the Taranaki District
Health Board responds to M ori health issues.

TDHB is committed to operationalise the Treaty of Waitangi and do so by working in
partnership with the regional M ori governance body “Te Whare P nanga K rero” (TWPK).
The Memorandum of Understanding between TDHB and TWPK provides for M ori input into
decision-making and performance monitoring at the governance level.

In addition, the TDHB has strong operational relationships with Tui Ora, the regional M ori
Development Organisation that is the umbrella body for 13 M ori provider organisations, as
well as with the iwi-based provider organisations Ngati Ruanui and Nga Ruahine in the
south, and Te Atiawa in the north. These relationships are essential for facilitating the
practical expression of Treaty of Waitangi obligations on a day-to-day basis.

The application of Treaty obligations is an organisation wide responsibility that sits on the

shoulders of all persons throughout the Taranaki DHB, as well as all other organisations
involved in delivering health services to Taranaki communities.
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Executive Summary (Kaiwhakahaere Whakarapopotanga)

This District Annual Plan has been developed in accordance with the requirements of
Section 3a of the New Zealand Public Health and Disability Act.

It focuses on the activities that will be undertaken to progress the achievement of the
outcomes described in the Taranaki District Health Board District Strategic Plan 2005-2015.
The District Annual Plan is the formal accountability document between Taranaki District
Health Board and the Minister of Health. It also informs the public about the activities
planned for the twelve month period ending 30 June 2009 and how the success of these
activities will be measured.

The focus for the coming year continues to be reducing inequalities for those people in
Taranaki who have the poorest health status. Our approach will be to harness, integrate and
build upon the strengths, skills, knowledge and capacity of these communities. By seeking
advice from these communities about what initiatives will make a sustainable difference, we
believe that the gap between those with the best and worst health status can be closed.
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What We Want the Future to be Like (Te Matakite Ter a pea tonu

mea ake nei)

Taranaki Together, a Healthy Community
Taranaki Whanui, He Rohe Oranga

In ten years time:
People will be smoking less
People will be eating more healthily
People will be more physically active

The impact of disease will be less

We will have a skilled workforce and the right infrastructure, with people working together*

! District Strategic Plan 2005-2015 can be found at www.tdhb.org.nz
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Taranaki District Health Board (Taranaki Whanui He Rohe
Oranga)

Who We Are (ko wai métou)

Taranaki District Health Board (TDHB) is the Crown entity established under the New
Zealand Public Health and Disability Act 2000.

What We Are Here To Do (Te Kaupapa Kei teaha a mato u kaupapa)

Improving, promoting, protecting and caring for the health and
wellbeing of the people of Taranaki

Our Aims (A matou wawata)

To promote healthy lifestyles and self responsibility

To have the people and infrastructure to meet changing health needs

To have people as healthy as they can be through promotion, prevention, early
intervention and rehabilitation

To have services that are people centred and accessible where the health sector
works as one

To have a multi-agency approach to health

To improve the health of M ori and groups with poor health status

To lead and support the health and disability sector and provide stability throughout
change

To make the best use of the resources available

How We Work Together, and With Others (Ng Tikanga - Me Pehea
ngd mahi ngatahi me etehi atu)

The actions and behaviours described below are how we aim to contribute to all our
relationships including those with our patients, clients, wh nau, funded agencies, staff and
members of the public. Therefore, we will work together by:

Treating people with trust, respect and compassion
Communicating openly, honestly and acting with integrity
Enabling professional and organisational standards to be met
Supporting achievement and acknowledging successes
Creating healthy and safe environments

Welcoming new ideas

oukrwnE
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Who We Serve (Ko wai e whakaapa)

Taranaki DHB's area of responsibility covers 7,273 square kilometres on the mid west coast
of the North Island and is distinguished by Mt.Taranaki in the centre of the region. Taranaki
includes three territorial local authority districts; South Taranaki, Stratford, and New
Plymouth. Taranaki DHB also provides services to the Mokau area of the Waikato region.

There are a few densely populated centres such as New Plymouth City in North Taranaki,
Stratford in Central Taranaki, and Hawera in South Taranaki. The rest of the population is
scattered in and around small rural centres.

Diversity (rerenga Ketanga) 2
An initial analysis of 2006 Census figures indicate that 104,274 people live in the Taranaki
DHB region, an increase of 1230 individuals when compared to the 2001 figures.

Compared to the New Zealand average, the Taranaki population has a much smaller
population of Pacific (1.3%) and Asian people (2.1%) and a higher proportion of European
(74.1%).

15,801 M ori people are usually resident in Taranaki. The population of M ori people living
in Taranaki (15.2%) is similar to the rest of the country.

2 Health Profile for Taranaki District Health Board January 2007 can be found at www.tdhb.org.nz
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Age Structure (Kua roa te hangahanga)

2006 Census data indicates that there are relatively lower proportions of Taranaki people in
the 15 to 34 year age group (24.0%) compared to the New Zealand average (27.1%).
However, the proportion of people over the age of 65 years (14.8%) is greater than the
national average (12.3%). Over half of the M ori population in Taranaki is aged less than 25
years (53.7%).

Age Distribution in Taranaki and New Zealand
2006 Census

30.0%
25.0%
20.0% A
15.0% -
10.0%

5.0% A

0.0% -

% population

0-4
5-14
15-24
5-34
35-44
45-64
65+

N

Age Group

‘ O Taranaki Region B New Zealand Total

Deprivation (takaonge) 3

Socio-economic deprivation is measured according to NZDep2001. There is a smaller
proportion of people in Taranaki who live in the most affluent and in the most socio-
economically deprived areas in comparison to New Zealand overall. Within Taranaki, a
higher proportion of M ori live in the most socio-economically deprived areas in comparison
tonon M ori.

Projected Changes to our Population (Kaupapa whakan  ekeneke ki o tatou nui
téngata)

The population of Taranaki is predicted to decrease slowly over the next five years and then
more rapidly until 2021. By 2021, the Taranaki population is predicted to reduce by 8.4%.
However, the population of New Zealand is predicted to continue to grow and to increase by
17.2% over the same period. Although the overall population is projected to decline, M ori
and to a lesser extent Pacific people are projected to increase.

The number of people over the age of 45 years is predicted to increase in Taranaki from
2001 to 2021, particularly those over the age of 65 years.

3. Health Profile for Taranaki District Health Board January 2007 can be found at www.tdhb.org.nz

Final DAP 2008/09 13



What We Do (kei te aha matou)

The Taranaki District Health Board has three key roles:

1.

2.

3.

Assess needs and planning health and disability services *

Funding organisations and individuals to provide specific health and disability
services

Providing specific health services to our community

In performing these roles the TDHB is responsible for:

Determining the district's health needs through conducting a Health Needs
Assessment

Prioritising the funding received from the government across the health services to
be delivered

Funding those health services across the district through contracts with community
providers, and service agreements with our own hospitals and mental health
providers

Providing health services through our own hospitals and health centres

Monitoring service performance through provider audits, including our health
services and community providers to ensure quality services are delivered

Engaging with the community on health needs and service changes

Liaising with and reporting to the Ministry of Health on national requirements and any
proposed service changes.

The TDHB is permitted to and will continue to negotiate, enter into and where appropriate
amend service agreements, under which the TDHB agrees to provide money to a person in
return for the person providing or arranging for the provision of services.

4 Responsibility for public health services and disability support services for people under 65 years currently remains with the
Ministry of Health
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Governance and Management Arrangements (Whakahaere tikanga
me te ropu whakahaere whakaritenapa)

- N

(DSAC)

(FAC)

Committee

Y
A

Manager

- /

Governance Structure

The governance structure for DHBs is set out in the New Zealand Public Health and
Disability Act 2000. The Board consists of up to 11 members and they have overall
responsibility for the operation of Taranaki DHB. Seven of the members are elected as part
of the three yearly local body election process (last held in October 2007) and up to four are
appointed by the Minster of Health.

The Board is responsible for the overall governance of the Taranaki District Health Board.
Within this role the functions carried out directly by the Board include:

Approving major strategic and policy documents including the District Strategic Plan,
District Annual Plan, Budget and considering recommendations on key issues
Monitoring the implementations of the District Annual Plan and Budget

Monitoring the operating performance of the organisation
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Maintaining and developing an effective working relationship with Te Whare Punanga
Korero, its Iwi partner

Ensuring the Taranaki District Health Board acts legally and responsibly

Appoints, evaluates and supports the performance of the Chief Executive

The governance of a District Health Board is a diverse and complex undertaking and the
Board has established a number of Committees so it can carry out responsibilities
effectively.

The balance of skills and experience of the Board is kept under regular review. Additional
knowledge and expertise has been recruited to assist where needed with the work of the
Advisory Committees. The Board publishes when and where it or its Advisory Committees
meet and members of the public are welcome to observe most of the meetings, other than
items of a confidential or commercial nature.

Te Whare Punanga Korero

(M ori Health Governance Group for Taranaki)

The members of this Trust represent the eight iwi of Taranaki. The Memorandum of
Understanding between Taranaki DHB and Te Whare Punanga Korero (TWPK) enables
M ori to contribute to decision making and participate in the delivery of health and disability
services with a view to improving health outcomes for M ori.

Te Whare Punanga Korero interacts with Taranaki DHB and the wider sector through
various Taranaki DHB, NGO and Iwi M ori forums to advance its purposes. Some of the
interactions include:

Regular meetings with Taranaki DHB Board Chair and other members as well as DHB
officials, to discuss, monitor and develop responses to M ori Health needs

Participation in the Taranaki DHB's strategic planning and governance training agendas
Participation in a range of project-based steering group activities where projects impact
significantly on M ori

Participation in M ori Health collective strategic planning for M ori Health gain

An important role of Te Whare Punanga Korero is to work with Taranaki DHB in achieving

the objectives of our M ori Health Reducing Inequalities Plan and M ori Health objectives of
the District Annual Plan and District Strategic Plan.
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Planning and Funding (Kei nga kaupapa me nga kohim  oni)

The Planning and Funding Department is responsible for assessing the health and disability
needs of local people to identify the need for services in Taranaki. The department also
ensures that account is taken of national policies and government strategies.

Taranaki DHB is responsible for funding Personal Health, Mental Health, M ori Health, and
Disability Support Services (for the over 65's services). The Ministry of Health directly funds
Public Health Services and Disability Support Services for people who are under 65 years.

In addition to Planning and Funding, the department is responsible for contracting,
monitoring and evaluating services in Taranaki. The key focus is to utilise the funding
allocated to improve the overall health of the people of Taranaki and in particular to reduce
health inequalities for M ori and other high needs groups.

Hospital and Specialist Services (H hipera me nga Tohunga
whakaritenga mabhi)

The majority of Taranaki DHB's staff is employed in the Hospital, Specialist Services and
Community Health Centre Services. They are part of a network which provides a wide range
of inpatient, outpatient and community based health services across emergency, critical
care, surgery, medicine, oncology, radiology, laboratory, women'’s and child health, mental
health, public health, disability support services (65+ years), allied health and related
support services. Facilities include two hospitals and five community health centres.

Quality & Risk Management

The Taranaki DHB is committed to the delivery and funding of quality services by all health
and disability providers within the district. Quality assurance systems and procedures are in
place to ensure services undergo performance measurement (usually focused on service
content, delivery specifications and patient/client outcomes). Continuous quality
improvement is the response to this quality activity and supports the vision of the Board —
Taranaki Together, a Healthy Community.

Improvements in patient and staff safety, practice service delivery and risk mitigation are
supported by the Taranaki DHB, recognising that there needs to be a balance maintained
between achieving the necessary improvements, mitigating risk and the costs of doing so.
The tension and challenge lies in finding this balance. We continue to broaden our quality
and risk management approach from the Taranaki DHB Hospital Provider as our key point of
reference, to an approach that involves the entire health and disability sector in Taranaki,
particularly engaging with clinicians and clinical services.

The annual Taranaki DHB Quality and Risk Plan facilitates the progressive achievement of
the Taranaki DHB's vision by monitoring and continuously improving all services, processes
and activities relevant to the quality of care and the service provided or funded. It outlines
organisation wide goals and links into the Taranaki DHB’s District Annual Plan and the
Ministry of Health’'s IQ Action Plan: Supporting the Improving Quality Approach, provides
direction for all health and disability services in Taranaki, building upon that successfully
applied in the Taranaki DHB Provider services.

In addition to our local quality focus, Taranaki DHB is committed to the National Quality
Improvement Committee Programme as described on page 23.
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How is Money Allocated to Taranaki District Health Board? (Me
Péhea te Tahua whakarato kite Taranaki DHB?)

Funding to District Health Boards is allocated on the basis of a Population Based Funding
Formula (PBFF). This is a mathematical formula that determines the share of funding to be
allocated to different districts in the country, based on the population living in each district.

The aim of the PBFF is to fairly distribute available funding between DHB'’s, according to the
relative needs of their populations and the cost of providing health and disability services to
meet those needs.

The key factor in PBFF is the size of the population. However, PBFF takes account of
population factors such as age, sex, ethnicity and levels of social deprivation and unmet
need, and other factors such as rural areas and numbers of overseas visitors. According to
the PBFF, Taranaki DHB will be allocated 2.80% of available funding for 2008/09.

Taranaki District Health Board
Share of PBFF 2007/08

‘ @ Taranaki @ Other DHB's ‘

Every year the population forecast is recalculated. Current projections are that the Taranaki
population will decline in relation to the overall population. As our population share is
forecast to decline, so will our share of health funding. In 2010/11 our population share is
forecast to be 2.77% which in today’s terms equates to a reduction of $2.7 million.

It is not expected that this change will occur rapidly and it is likely to be a lower level of
increase rather than a straight cut in funding. However, irrespective of the methodology
used to achieve the reduction, it is clear that the Taranaki DHB cannot continue to provide
and fund health and disability services at the same level and in the same way as in the past.

Why Do We Need to Prioritise? (He aha ai & matou hi  ahia ki te tino koronga?)

The health needs of the New Zealand population exceed the amount of public funding which
is available to purchase health and disability services to meet those needs. A further
challenge for Taranaki DHB is that the amount of money available to fund services is
declining in real terms, because the size of our population is not increasing at the same rate
as the rest of the country.
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Balancing the health needs of the population with the
funding available to purchase health and disability services

Health needs
of population

Health Available
needs funding
which can

be met

Available
funding

Unmet
needs

Therefore planning and prioritisation has to take place to determine which health and social
needs will be met by publicly funded services and which will remain unmet. Our clear focus
is to allocate funding to achieve significant health gain in our population and reduce
inequalities for those with the poorest health status. This process takes place at a number of
levels as illustrated overleaf in the figure “Prioritisation within the Health Sector”.
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Prioritisation Within the Health Sector (Tino koron gatia | roto | te taha Hauora)
Priority setting

Government decides its investment priorities over all
spending portfolios, and allocates funding to Vote Health

Minister of Health (Ministry of Health as Minister’s agent) decides priorities for the health sector (for

example the NZHS) and sets the parameters for decision making through, for example, the letter of

Ministerial expectations, indicators of DHB performance, the service coverage schedule (SCS), the
Crown Funding Agreement (CFA) and determining how funding is to be split.

!

Funding held centrally by the Ministry

to contract nrovision of services

|

Funding devolved to DHBs to contract
provision of services

A

Prioritisation

Ministry determines broad service priorities that
match coverage outlined in the SCS through
mix of government strategy documents,
assessments from service directorates
(including funder and provider consultation) —
e.g. ‘public health programmes’ AT & R
services for disability, other

DHB determines broad service priorities
that match coverage outlined in the SCS
and CFA through mix of government
strategy documents, health needs
assessment and community consultation —

e.g. ‘M ori health’, diabetes, other

A y

A

Minisp'y Ministry Ministry
t_:iet.e.rmlnc.as. determines determines
pnorlt_les within priorities priorities
Sggélfa&enﬁgg within within other
e.g. screening, AT&.‘ R Sefvices
other services

DHB DHB DHB
determines determines determines
priorities within priorities priorities
‘M ori health within within other
services’ — e.g. ‘diabetes services
Primary Health services’,
Care Services other

! !

Ministry determines
priority patients (e.g.
through entry/
access criteria) for
Screening services

' !

DHB determines
priority patients (e.g.
through entry/ access
criteria) e.g. high needs
GP Access Practices

v

Clinicians implement entry/access criteria

v

Clinicians implement entry/access criteria

Adapted from: Ministry of Health and District Health Boards New Zealand. “The Best Use of Resources — An approach to prioritisation” 2005
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How Will We Prioritise? (Me Pehea o matou tino koro  nga?)

Prioritisation is the allocation or reallocation of funding on the basis of evidence, to services
which are more effective in improving health and self-management and reducing
inequalities.

The health sector is continually changing, sometimes in accordance with changes in health
needs, or accepted clinical practice or medical technology. Services which were funded with
the intention of reducing health inequalities may not prove to be as effective as originally
anticipated. Established services can change, sometimes expanding in an unplanned or
uncontrolled way. Growth in expenditure in any service is always at the expense of other
services, since health resources are constrained. If the District Health Board does not
intervene when unplanned changes are inconsistent with the strategic direction, this leads to
prioritisation through inertia. The risk is that major prioritisation decisions are made in this
way rather than through a considered prioritisation process.

Taranaki DHB faces the double challenge of delivering and contracting for services which
will deliver health improvements for our communities and reduce inequalities, whilst bringing
our overall costs within that affordable under our share of PBFF. This will only be achieved
through the systematic review of new and existing health investments using an accepted
prioritisation and inequalities tool.

When considering prioritisation decisions Taranaki District Health Board will apply the
following criteria:

Effectiveness: This relates to the extent to which services produce improvements in
health status or reduce or prevent a decline in health status. Higher priority will be given
to services which produce the greatest improvement to the health status at a population
level.

Affordability: This relates to the cost of services and the impact on overall health
expenditure relating to achievement of that health gain, to ensure that funding achieves
maximum gain.

Equity: This refers to both access and outcome. Can the service be accessed by the
target population and does it improve the health status of those with the worst health?

M ori Health: This refers to the degree to which M ori will take up and benefit from the
proposal, whether it is appropriate and acceptable to M ori and whether it will reduce
disparities between M ori and Non-M ori.

Strategic Fit: This relates to the delivery of health gain in the strategic focus areas
outlined in the Taranaki DHB District Strategic Plan 2005-2015, or with the delivery of
services required by the Ministry of Health under the Service Coverage Schedule.

Timing of Benefits: This refers to how quickly the benefits will be realised. Highest
priority will be given to those proposals which deliver benefits most quickly.

Taranaki District Health Board would like to make all decisions based on good
epidemiological data and evidence on outcomes. However, this type of information is not
always available and sometimes decisions will have to be made on the best information
available. In this situation the Board commits to ensuring fair and accurate representation of
the need and benefit; and reasonable estimation of the relative importance or value of
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proposals. It is also acknowledged that on occasions prioritisation decisions will take place
outside the control of the DHB. E.g. through national policy setting or direction from the
Minister of Health.

Through the consistent application of these criteria, to all funding decisions, Taranaki DHB
aims to deliver both an improvement in health status of the population and affordability of
services within the PBFF.

TDHB & Intersectoral Collaboration (TDHB Whakawhiti  a Mabhi tahi)
Reporting Entity (Mauri whakatakotoranga)

Taranaki District Health Board is a Crown entity in terms of the Public Finance Act 1989.

The Taranaki District Health Board group consists of Taranaki District Health Board, a 50%
investment in Fulford Radiology Services Limited, a 40.3% investment in HIQ Limited (with
50% voting rights) and a 25% investment in Allied Laundry Services Limited.

The financial statements of Taranaki District Health Board have been prepared in
accordance with the requirements of the New Zealand Public Health and Disability Act 2000
and Public Finance Act 1989.

Multi Parent Subsidiaries and Associate Companies ( Ko ng piti me ng
whakahoa kamupene matua maha)

1. Taranaki DHB and Capital and Coast DHB have a joint venture arrangement (HIQ Ltd)
to provide IT services to both DHB's. In pursuant of the provisions of Section 157 of the
Crown Entities Act 2004, HIQ Ltd. has received exemption to prepare an independent
Statement of Intent (SOI), with an undertaking that the shareholding DHBs (Taranaki
DHB and Capital and Coast DHB) would provide appropriate information on HIQ Ltd's
activities and operating plans in their respective SOls.

2. Allied Laundry Services Limited (ALSL) is a shared services arrangement between four
DHBs for the provision of laundry and linen services. The participating DHBs are
Hawkes Bay District Health Board, MidCentral District Health Board, Taranaki District
Health Board and Wanganui District Health Board. In pursuant of the provisions of
Section 157 of the Crown Entities Act 2004, ALSL has received exemption to prepare an
independent Statement of Intent (SOI), with an undertaking that one of the shareholding
DHBs (MidCentral DHB) would provide appropriate information on ALSL'’s activities and
operating plans in its SOI.

3. HealthShare is a shared service agency between the five Midland DHB’s whose core
business is to undertake audits of non-DHB providers.

Information and Communication Technology Services ( ICT) — HIQ Ltd. (Ng
Whakawhitiwhiting ~ k rero toi kawengat ngata rongo (ICT) HIQ Ltd)

HIQ Limited (HIQ) is a shared services joint venture arrangement between Capital and
Coast DHB and Taranaki District Health Board. HIQ embodies the obligations and delivery
of IT services on behalf of its two shareholding DHB'’s to their respective communities, whilst
bringing together the synergies and efficiencies of the individual DHB’s onto a more cost
efficient single platform.

The primary objective of HIQ is the generation of cost efficiencies through joint capital
investment and common software platforms thereby bringing greater synergies to ICT
operations across the two DHBs. The IT functions were transferred to HIQ by the DHBs in
the first part of the 2004/05 fiscal year by combining the IT personnel of the two DHBs into
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one centralised unit working across two sites in Wellington and New Plymouth. HIQ does not
currently provide services to private organisations, other than affiliates and organisations
closely aligned to the DHBs and their operations. The philosophy and social objectives of
HIQ are in line with that of the shareholding DHBs.

HIQ and the Health Information Strategy for New Zealand: HIQ is building on the use of
existing information systems and looks to achieve enterprise wide gains from improving
these systems. HIQ is focused on improving access to clinical and administrative information
through both information exchange (eg. the implementation of online ACC claiming) and
providing sector stakeholders with secure and appropriate access to health information (eg.
laboratory results repository).

HIQ support the Health Information Strategy for New Zealand. In particular, key initiatives
are:

National Network Strategy: Through our ICT service provider, Health Intelligence,
we are participating in the selection and implementation of a secure data network
between regional DHBs.

eLabs: Implementation of a laboratory results repository accessible by multiple
stakeholders in the region.

Chronic Care and Disease Management: We are actively investigating tools and
decision support systems that will support chronic care initiatives.

National Collections/Strategies: TDHB have implemented the National Non-
admitted Patient Collection (NNPAC) and are actively participating in the Primary
Health Care Strategy workshops.

Intersectoral Collaboration (Ng mabhi tahi whakawhitia)
Future Taranaki Facilitation Group

Taranaki DHB is an active participant of the Future Taranaki Facilitation Group (FTFG)
which was formed in 2004 out of a collaborative regional partnership between a wide and
varied range of agencies. The FTFG member organisations currently comprise:

Taranaki District Health Board

Ministry of Social Development
Te Puni Kokiri

Venture Taranaki Trust

New Plymouth District Council

Stratford District Council

South Taranaki District Council
Taranaki Regional Council

The purpose of the group is to provide a framework through which these and other
organisations can be encouraged to collaborate to deliver the seven community outcomes
identified for the Taranaki region. These outcomes are:

Secure and Healthy : Region is a safe, healthy and friendly place to live, work or visit
Sustainable : Region appreciates its natural environment and its physical and human
resources in planning, delivery and protection

Prosperous : Regional economy sustainable, resilient and innovative, prospering
with the natural and social environment
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Together : Region is caring and inclusive, works together and enables people to
have a strong and distinctive sense of identity

Vibrant : Region provides high quality and diverse cultural and recreational
experiences, and encourages independence and creativity

Connected : Region has accessible and integrated infrastructure, transport and
communication systems that meet the needs of residents, businesses and visitors
Skilled : Region values and supports learning so all can play a full and active role in
social, cultural and economic life

Three key projects are being undertaken by FTFG, all of which link to Taranaki DHB's
strategic aims:

Working Together for a Smokefree Taranaki: ~ Taranaki DHB is the lead agency for
this project, which aims for Taranaki to become the first Smokefree province in New
Zealand by Smokefree Day 2009

Safer Families, Safer Communities — Eliminating Fam ily Violence in Taranaki:
The Ministry of Social Development is the lead agency for this project, which aims to
provide intervention, education and support in workplaces

Regional Skills Strategy: This project is led by Venture Taranaki Trust, with the
New Plymouth District Council. The aim is to ensure that the region’s supply of
labour meets its potential demand

National Collaboration (Ng  mani tahi  Iwi)

Taranaki DHB actively participates in national collaborative work in areas such as Value for
Money, procurement; and DHBNZ workforce activity.

Quality Improvement Committee (QIC) Programme (Ng komiti kakama  hua
pai ake)

There are five priority project areas in the QIC programme. Below is a description of what is
planned for 2008/09.

This is Year one of a multi-year programme. The expected outputs are therefore focused on
establishment of the projects at the lead DHB level and the delivery of the first phases of the
projects.

1. DHB collective commitment to the National Quality | mprovement Programme:
Taranaki DHB will work at both the national collective level and at the DHB level to
deliver the QIC programme over the next 3-4 years. Each project will be run by a
lead DHB with help from other DHBs. Both resources from the lead DHB and
DHBNZ will be used to run the programme and to help other DHBs implement the
outcomes from the projects.

Taranaki DHB is committed to actively working with the national collective to support
the lead DHBs and to ensuring that we as a DHB are prepared in terms of planning
and resourcing to implement the results of these projects as they become available.
We acknowledge that 2008/09 is the establishment phase for the programme. The
lead DHBs will begin to deliver the first outputs by the end of 2008/09. We expect to
be actively gearing up our DHB over 2008/09 to be ready to start implementing
outputs by the end of 2008/09. We expect our commitment to resources to increase
over the 2009 and 2010 calendar years as the programme enters its implementation
phase.
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We note that many of the projects have a significant IT component that is yet to be
funded. We will continue working with the Ministry of Health at the national collective
level to ensure investment decisions are made in a timely manner.

2. DHB Activity at the Local Level for 2008/09:  The following table sets out a range

of deliverables for the 2008/09 financial year. The table has two columns, the second
contains paragraphs that we believe will be the minimum DAP requirements for
DHBs. There is one optional requirement (3a) related to whether the DHB wants to
be a test hospital for the Infection Prevention and Control Project.

DHB Local Activity for the National Quality Improve ment Programme

1 Optimising the Patient Journey

a) | The DHB will be actively participating in the collaborative process that will last 18
months and will include launch and close events, plus bi-monthly collaborative
workshops

2 Management of Healthcare Incidents

a) | This DHB commits to using the nationally developed incident management policy
when it becomes available

b) | Any agreed revisions to the policy and guidelines for incident management will be
implemented by the DHB by December 2008

c) | The DHB will market/promote the national programme across the DHB

d) | The DHB will release staff for the comprehensive training programme on incident
management

3 Infection Prevention and Control

a) | The DHB intends to enroll as a test hospital to test the standardised operating
protocols for hand hygiene - Optional

b) | The DHB will participate in the three national learning sessions with DHBs to educate
local teams on the guidelines, the implementation strategy, improvement method and
achieving change

c) | The DHB will implement the infection prevention and control strategy when it becomes
available

4 National Mortality Review Systems

a) | The DHB will work with the National CEO Group (via the Lead CEQ) and the Ministry

of Health to assist other DHB’s in the establishment of a local Child and Youth
Mortality Review Committee
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5 Safe Medicines Management

a) | The DHB will implement the new national drug chart in its hospital/s by the end of the
2008/09 financial year

b) | The DHB will initiate medicines reconciliation services by the end of the 2008/09
financial year

3. Framework for consolidated reporting - as per QIC O  versight Arrangements
Chart: DHBs have agreed on structures and processes to manage the National
Quality Improvement Programme at both the local and collective levels. The Lead
DHB CEOs will steer the project and produce a regular consolidated report that will
be used to update DHBs, Ministry of Health and the Quality Improvement Ministerial
Committee.

4. Performance measures which will be put in place to track the targets you set to
implement the QIC programmes: Taranaki DHB will respond to the Performance
Measures set out in the Crown Funding Agreement (CFA).

5. Reporting milestones for the achievement of these t  argets: These will be
included in the CFA.

Our Strategic Focus Areas (A matou hangai wahi nuku )

Why Did We Choose These Strategic Focus Areas? (He aha ai e
whiriwhiria ratau?)

In 2005 we undertook a global assessment of the health and disability needs of the people
of Taranaki. > The assessment identified a number of areas where there is the greatest
opportunity to improve the health status of our population:

Children and young people
Older people

Chronic disease:
o Cardiovascular
o Cancer
o Diabetes
0 Respiratory disease

Mental Health and addiction

The 2005 assessment confirmed previous findings that M ori people have poorer health
than the rest of the population, dying on average eight years earlier than people who are
non-M ori. The incidence of chronic diseases such as cardiovascular disease, diabetes and
respiratory disease in M ori people is twice that of non-M ori. A higher proportion of M ori is
overweight or smoke which are risk factors for many chronic diseases. M ori people are
therefore a priority because they have more illness and use health services more than the

® Health Needs Assessment 2007 can be found at wiivivdrg.nz
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rest of the people of Taranaki. A third Taranaki Health Needs Assessment was published in
2007. This report included a review of overall mortality and morbidity information for
Taranaki to identify any significant issues not included in the strategic priorities listed above.
Breast cancer particularly in M ori women, melanoma, sexually transmitted illness and
hazardous drinking were identified.

In 2005 we also undertook extensive consultation with our community, staff, providers and
other agencies using the results of the Health Needs Assessment, to develop our 10 Year
District Strategic Plan 2005-2015 °.

As a consequence of this consultation process, two further strategic focus areas were added
which were priorities for our communities:

Oral health

Disability and access
Taranaki DHB cannot achieve the long term objectives of Taranaki Together, a Healthy
Community (Taranaki Whanui, He Rohe Oranga) alone. Ensuring we have the right

capability (staff, infrastructure) will be vital to our success, along with strengthening and
maintaining our collaborative efforts with other agencies.

® District Strategic Plan 2005-2015 can be founghatv.tdhb.org.nz
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How our strategic Focus Areas Relate to each Other  (Me pehea te nuka h&ngai rohe e pa ana ki etehi at

u)
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What Are Our Aims for the Strategic Focus Areas? (K ei te aha o
matou whakaaro mo nganuku hangai rohe?)

This section provides an overview on our work plan and how it overlaps and interacts across
the continuum of care. The following pages demonstrates specific targets,
outcomes/outputs, objectives and performance measures.

The third Taranaki DHB Health Needs Assessment 2007 presents demographic information
and indicators for the priority areas in Taranaki DHB’s District Strategic Plan (2005-2015)
and District Annual Plan. The indicators present information on the health outcomes,
demographic characteristics, risk and protective factors and cancer screening service use of
the population in the Taranaki DHB region. As a province, our health needs are comparable
to similar population groups within New Zealand and New Zealanders overall. Significant
differences for Taranaki District Health Board’'s priority areas and common risk and
protective factors are outlined in the Health Needs Assessment. The following strategic
priority areas have been identified -

Children and Young People

Ensuring children and young people stay well and enjoy healthy lifestyles now; they will
have better health as adults and live longer lives. Poor health in the childhood and
adolescent years often leads to poorer health as an adult. Habits developed in early life very
often carry on into adulthood.

Older People

The over 65 population in Taranaki is growing faster than the rest of New Zealand. While
many older people are fit and healthy, this age group is more likely to have a disability and
suffer from a chronic illness than any other age group.

Chronic Disease

Chronic Disease including cardiovascular disease and cancer, diabetes and respiratory
disease are the leading causes of death in New Zealand and in Taranaki. A significant
proportion of chronic disease are preventable. Diabetes complications (such as heart
disease, stroke, blindness, kidney failure, and limb amputations) increase the burden of the
disease experienced by people from middle age, especially in M ori and Pacific
communities.

Mental Health & Addictions

One in five New Zealanders has experienced a mental illness and/or an addiction in the past
year (representing approximately 20,500 people in Taranaki). Younger people have a higher
prevalence as do M ori and Pacific people. Mental health issues have a big impact on the
lives of individuals and their families, on society, and on the economy.

Oral Health

Good oral health is linked to general health status. Improving oral health and access to
services is one of the key priority areas nationally and has been identified locally as an
issue. M ori at age five years had higher mean numbers of decay, missing or filled teeth
than their non- M ori non-Pacific counterparts in Taranaki.
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Disability and Access

Disability affects people of all ages and from all groups. In Taranaki the DHB has a
responsibility for older people with disabilities (over 65). The DHB will work closely with other
agencies to offer the right support to people with disabilities in line with the national
direction.

M ori Health and Reducing Health Inequalities

M ori people have poorer health than the rest of the population. The incidence of chronic
disease is higher and a high proportion of M ori have risk factors such as smoking status.
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Taranaki Strategic Priority Areas and Outcomes

M _ori Health and Reducing Inequalities

- To support and strengthen M ori capacity and mainstream responsiveness at all levels of the health sector

- To improve the range, quality and accessibility of health services by and for M ori to reduce M ori health inequalities
- To improve the integrity of health information used for planning and funding purposes

Children & Young
People
- Healthier lifestyles,
not developing risk
factors associated
with chronic disease
- Fewer develop
diseases that are
preventable through
vaccination

- Fewer are admitted

to hospital for
injuries

- Services are child

and young person
friendly

Older People
Healthier and living
longer in their own
homes

- Able to participate in

family, whan&u and
community life
Fewer are
hospitalised

- Services are

appropriate to the
needs of older
people

Chronic Diseases
- Fewer people

develop them, due
to healthier lifestyles

- Effective screening

and increased early
detection

- Fewer people are

dying, due to
effective treatment

- No group is affected

any more than other
groups

- Co-ordinated

approach covering
prevention,
screening, early
detection, diagnosis,

Mental Health

- Strong focus on

prevention

More services are
based in the
community

People have access
to the services they
need and are in
control of their care
Fewer people
experience acute
episodes of illness,
due to early and
effective intervention

- Suicide rates across

all age groups are
stabilised then

Oral Health

- Older people keep

their teeth for longer
periods

- Barriers to access

for older people are
reduced

- Oral and

maxillofacial surgery
will be provided at
Base Hospital

- Support the

adolescent Dental
Programme
Implement the Oral
Health Strategy
Increase awareness
of oral health issues

Disability & Access

Reduce barriers to
health services
Raise awareness
and responsiveness
Build sector capacity
Prevent disabilities
and restore function
Increase access

treatment, reduced
rehabilitation and
palliative care

Capability

- To have the right people, with the right skills in the right place and the infrastructure (information systems, equipment and facilities) to support the range and type of
services required.

Collaboration
Fostering collaborative partnerships
- Work with other DHBs on regional planning and strategy development

- Services are well co-ordinated across all agencies
- Everyone who provides support works closely together
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What is planned for 2008/09

Health Targets and Ministerial Priority Areas

The following section shows what actions Taranaki DHB is planning to progress achievement of
health sector targets and ministerial and local priority areas. The diagram for each target or area
shows what action will be undertaken, what funding will be committed to the action and why the
actions will assist us to make progress.

Taranaki DHB will of course continue to provide specialist services, undertake emergency
planning and management and fund a full range of health and disability services for our
population. Appendix 1 contains the Provider Arm Volume Schedule which details the services
that will be provided by the Provider Arm of Taranaki DHB during 2008/09. A list of other service
providers funded by the DHB can be found on our website www.tdhb.org.nz.

Health Targets
The following pages relate to achievement of the government Health Sector Targets:-
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MINISTERIAL AND LOCAL PRIORITIES
The following pages relate to other local and ministerial priorities:-
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Workforce Planning and Development

Taranaki DHB's role in workforce planning and development is to secure a sustainable
workforce which will enable the delivery of health services required to meet our District's
population health needs.

Taranaki DHB does this by identifying co-ordinating and/or driving a range of short and long
term workforce development activity. A five year Taranaki-wide Workforce Action Plan has
been developed to prioritise this activity.

Actions identified are from a perspective of the DHB being both a planner and funder of
services and a major employer and provider of health services which is the single largest
health provider in our district.

Workforce initiatives to be implemented by the health sector in Taranaki include:

The development of Taranaki — wide nursing dataset

The development of education resources so that appropriate professional education
support is provided to nurses in the Aged Care Sector

The roll out of a New entry to Practice Programme specifically aimed at Primary Care
nursing in the district

The creation of DVD production and health career information collateral aimed at
encouraging M ori youth to take up health vocations in the Taranaki health sector
Establishment of a new M ori community health co-ordinator/ Kaiawhina role has
been approved

Appointment of a M ori Workforce Development Project Manager

The evaluation pf the project which set up a primary care rotation in junior doctor run
Facilitate and support Taranaki — wide Professional Development and return to work
programmes, priority areas, midwifery and nursing

Taranaki DHB is also involved in Workforce Development at both regional and national
levels. At a National level, District Health Board New Zealand continues to progress the
DHB/DHBNZ Future Workforce Plan, with good progress being made within the Workforce
Group and across the Workforce Strategy Group work plans. Initiatives that will be
supported this year include collaborative recruitment and branding.

Final DAP 2008/09 49



How will we measure the success of our actions? (Pé  hea o matau
ritenga me nga angitu ki o matau mahi?)

Our planned actions will only be successful if they lead to a discernible improvement in the
health of our population and a reduction in health inequalities. It is important therefore that
we identify measurable indicators and targets by which we determine our success.

The following table briefly identifies each target, current performance, target performance
and which strategic focus areas the target relates to.

The detailed description of each Indicator of DHB Performance can be found on our website
www.tdhb.org.nz.
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Summary Reference Table

Focus Area Level 1 Performance Target Level 2 Level 2 Mapping to
Health IDP Additional Dimensions of
Target Current Target 08/09 Target Reports DHB Performance
Target 1: Improving Progress towards national 87% of 2 year olds | POP-08 POP-08 — Improving
Immunisation Immunisati | target of 95% of two year health outcomes
on olds fully immunised.
coverage Local target 88%
Target 2: Oral Improving Progress is made towards Progress is made POP-04 Oral health & POP-04 — Improving
health oral health | 85% adolescent oral Health | towards 85% All year 8 children 1.63 Progress health outcomes
utilisation. adolescent oral 2:: E,lour,izc:ate% >t/e§r 8 Chgdfﬁ?d i-gg Report
0, HH H on Flouriaated year o chilaren .
Local target 58% Health Ut”lsatloon' M ori Flouridated Year 8 children 1.87
Local target 62% M ori Non-Flouridated year 8
children 2.33
Pacific Flouridated year 8 children 1.40
Pacific Non-Flouridated year 8
children 0.00
Other Flouridated Year 8 children 1.38
Other Non-Flouridated year 8
children 1.79
POP-05 POP-05 — Improving
Caries free data for 5 year old health outcomes
All children 55%
All Flouridated children 57%
All Non Flouridated children 50%
M ori Flouridated 40%
M ori Non-Flouridated 36%
Pacific Flouridated 40%
Pacific Non-Flouridated 35%
Other Flouridated 65%
Other Non-Flouridated 54%
Target 3: Improving Full compliance with ESPI Full compliance SER-04 SER-04 - Services
Electives elective targets with ESPI targets
services ESPI 1 — 95.0% ESPI 1 —92.0%

ESPI 2 - 1.95%

ESPI 3 -4.5%
ESPI 4 —4.5%
ESPI 5 -4.5%
ESPI 6 — 12.0%
ESPI 7 - 4.5%

ESPI 8 — 92.0%

ESPI 2 -1.6%
ESPI 3 -4.0%
ESPI 4 - 0.0%
ESPI 5 -4.0%
ESPI 6 — 12.0%
ESPI 7 — 4.0%

ESPI 8 — 92.0%
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Focus Area Level 1 Performance Target Level 2 Level 2 Mapping to
Health IDP Additional Dimensions of DHB
Target Current Target 08/09 Target Reports Performance
Target 4: Cancer | Reducing All patients in category A, B | All patients in POP-10 Monthly chemo | POP-10 - Services
control cancer and C wait less than eight category A, B and data &
waiting weeks before first specialist | C wait less than six quarterly
times assessment and the start of | weeks before first qualitative
radiation oncology treatment | specialist reports
assessment and
the start of
radiation oncology
treatment
Target 5: Reducing Ambulatory sensitive Ambulatory Improving health
Ambulatory ambulatory | admissions for all defined sensitive outcomes
sensitive sensitive ethnicity and age groups in admissions for all
admissions (avoidable) | Taranaki to remain at or defined ethnicity
admission below national level and age groups in
Taranaki to remain
at or below national
level
Target 6: Diabetes 3086 3190 Improving health
Diabetes & detection & outcomes
Cardiovascular follow up —
Disease (CVD) total
numbers
Diabetes 88% 67%
detection &
follow up.
Total %
Diabetes 83% 83%
Manageme
nt
Target 7: Mental | Improving 100% of long-term clients 90% of long-term POP-06 POP-06 — Services
health mental have up-to-date relapse clients have up-to- | % Target annual access
health prevention plans date relapse total | M ori | Other
services prevention plans Children & Young | 3 3 3
Adults 36 | 36 3.6
Older people 35 35 35
POP-07 POP-07 - Services
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Focus Area Level 1 Performance Target Level 2 Level 2 Mapping to
_'?;’%Ig: Current Target 08/09 Target IDP ggzglrc:;\al B::nBe nsions of
Performance
Target 8: HEHA Improving Proportion of infants Proportion of infants Improving health
Improving nutrition, exclusively and fully exclusively and fully outcomes
nutrition and increase breastfed: 74% at six breastfed: 74% at
physical activity physical weeks; 57% at three six weeks; 57% at
activity, months, 27% at six months | three months, 27%
reduce at six months
obesity Proportion of adults Proportion of adults
consuming at least three consuming at least
servings of vegetables per | three servings of
day and at least two vegetables per day
servings of fruit per day. and at least two
70% for vegetable; 62% for | servings of fruit per
fruit day. 70% for
vegetable; 62% for
fruit
Target 9: Reducing Increase the proportion of Increase the Improving health
Tobacco the harm ‘never smokers’ year 10 number of ‘never outcomes
caused by | student by at least 2% smokers’ year 10
tobacco Increase the proportion of students by at least

homes which contain one
or more smokers and one
or more children that have
smokefree policy to over
75%

3% (absolute
increase) over
07/08

Increase M ori and
Pacific year 10
‘never smokers’ to
greater than
European Year 10
‘never smokers’
Reduce the
exposure of non-
smokers to second
hand smoke (SHS)
inside the home to
less than 5%
(baseline 2006
12.5%, 2007 7.5%)
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Focus Area Level 1 Performance Target Level 2 Level 2 Mapping to
Health IDP Additional Dimensions of DHB
Target Current Target 08/09 Target Reports Performance
(contd.)
Reduce the
exposure of non-
smoker to SHS
inside the home for
M ori (baseline
2007 - 16.1%) and
Pacific (baseline
2007 - 16.4%) to
greater than that for
European (baseline
2007 - 6.5%)
Target 10: Health | Reducing Improving health
Budget the outcomes
percentage
of the
health
budget
spend on
the Ministry
of Health
M ori Health HKO-01 HKO-01 -
Consultation/collabo
ration
HKO-02 HKO-02 -
Ownership
HKO-03 HKO-03 - Services
HKO-04 HKO-04 - Services
Pacific Health PAC-01 PAC-01 —
Consultation &
collaboration
Smoking POP-01 POP-01- Improving
health outcomes
Cardiovascular POP-02 POP-02 — Improving
Disease health outcomes
Stroke POP-03 POP-03 - Improving

health outcomes
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Focus Area Level 1 Performance Target Level 2 Level 2 Mapping to
Health IDP Additional Dimensions of
Target Current Target 08/09 Target Reports DHB Performance
Family violence POP-11 POP-11 - Services
prevention
Quality QUA-01 QUA-01 -
Ownership
Mental lllness QUA-02 QUA-02 - Services
New Zealand QUA-03 QUA-03 -
Health Ownership
Information
Strategy (NZHIS)
Mental health QUA-04 QUA-04 - Services
provider audit
Service coverage RIS-01 RIS-01 - Services
Primary care SER-01 SER-01 — Services
SER-02 SER-02 — Services
SER-03 SER-03 —
SER-07 Ownership
SER-07 - Services
Reducing Reducing Improving health
inequalities health outcomes
inequalities
Delivery of DAP Delivery of Ownership
in key priority DAP in key
areas priority areas —
confirmation & confirmation &
exception report exception
report
DHB self DHB self Ownership
evaluation evaluation —
provider arm provider arm
efficiency efficiency
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Focus Area Level 1 Performance Target Level 2 Level 2 Mapping to
Health Current Target 08/09 Target IDP Additional Dimensions of DHB
Target Reports Performance
Delivery of Delivery of Ownership
Personal Health Personal
Services & Health Services
Mental Health volumes
Service volumes Delivery of Ownership
Mental Health
Service
volumes
TDHB TDHB Ownership
confirmation & confirmation &
exception reports exception
— Risk reports — Risk
Management Management
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Planned Changes to Service Coverage Schedule (Ngat ini
whakaritenga mahi)

Schedule of Service Coverage (Whakaritea te whakari  tenga mabhi)

Taranaki DHB meets the requirements of the national service coverage document as
specified in the Operational Policy Framework and Service Coverage Schedule. At the time
of writing, Taranaki DHB has not identified any exceptions to the Service Coverage
Schedule for 2008/09.

Changes to Service Coverage: Reporting to the Minis  ter of Health (Nga tini
whakaritenga mahi whakatokoranga ki te minita Hauor  a)

During 2008/09 the DHB will begin a systematic review of DHB and specialist service
delivery to identify opportunities to bring costs to a level which are sustainable within our
future funding. This work will link to other DHB’s through the Value for Money programme
and the DHB will participate in the development of a Long Term Sector framework by the
Ministry of Health to ensure that this learning is embedded in our future plans. It is
anticipated that proposals for new models of care and new patterns of service delivery will
emerge as this work progresses together with necessary service redesign for the proposed
reconfiguration of New Plymouth Base Hospital facilities.

There is the possibility that these pieces of work will result in proposed changes to service
coverage in which case advice to the Minister and consultation would occur as appropriate.

Taranaki DHB is cognisant of the requirements of the Operational Policy Framework and will
meet its obligations in this regard.



Consolidated Financial Summary for Fiscal Period 2

2011—(whakat p

putea takiwa 2008 to 2011)

008 to
tia o te Tahua whakardpopo tanga mo te

The consolidated financial summary below includes the Hospital Provider (Personal Health,
Mental Health, Public Health and DSS), DHB Governance & Funding Administration, and

the DHB Funder operations.

' 2006/07 Year O Year 1 Year 2 Year 3
($'000) hiey 2007/08 2008/09 | 2009/10 | 2010/11
forecast plan plan plan

Hospital Provider + Governance 143,613 148,942 156,847 162,664 168,410
Funding (including other income)
Non Hospital Provider Funding 113,038 118,407 123,477 128,169 132,911
(NGO)
TOTAL FUNDING 256,651 267,349 280,324 | 290,833 | 301,321
Hospital Provider + Governance 145,803 157,012 160,432 165,942 171,927
Operating Expenses
Payments to Non Hospital 105,343 113,529 119,778 | 123,371 | 128,306
Providers (NGO)
TOTAL OPERATING 251,146 270,541 280,210 | 289,313 | 300,233
EXPENSES & PAYMENTS
Hospital Provider + Governance (2,190) (8,070) (3,585) (3,278) (3,517)
Operating Surplus/(Deficit)
TDHB Funder - Surplus/(Deficit) 7,695 4,878 3.699 4,798 4,605
OPERATING RESULT FOR THE 5,505 (3,192) 114 1,520 1,088
FISCAL PERIOD
Expenditure against prior
period surpluses (TDHB
Funder)
* Mental Health services i (402) (450) i i
* Workforce Development (805) (500) (595) (500) (100)
*M ori Health Gains project ) ) (1,000) (1,500) (500)
* Hospital Provider strategic ) ) (100) (100) (100)
projects
NET CONSOLIDATED 4,700 (4,094) (2,031) (580) 388
SURPLUS/(DEFICIT)
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Note:

V.

The net consolidated financial result is AFTER recognising the:

expenditure against ring fenced Mental Health surpluses carried forward from prior
financial periods,

expenditure on account of Workforce Development initiatives (an appropriation
against retained surpluses),

expenditure on M ori Health gains project (an appropriation against retained
surpluses), and

expenditure on strategic Hospital Provider projects (an appropriation against retained
surpluses).

The consolidated financial result BEFORE the appropriations against prior period retained
surpluses is an operating surplus of $0.11M, $1.52M and $1.08M for the plan periods
2008/09, 2009/10 and 2010/11 respectively. These financial results are to be read with the
accompanying notes and assumptions.

Key

Points from the Budgeted Financials 2008-2011 ( Nga ki mai |

nga putea o te Tahua 2008-2011)

1.

In principle, the Board has planned for a consolidated financial breakeven result in
each year of the plan period. However, this financial breakeven goes against the
emerging trend across the entire planning period 2008-2011, which clearly indicates
that in the Hospital Provider operations cost growth is expected to rapidly absorb
annual funding increases leaving residual operating deficits in its wake. The
consolidated surplus is primarily on account of the surpluses generated in the Funder
operations during each of the fiscal periods under consideration.

The Hospital Provider Arm (including Mental Health Services) will be faced with a
budgetary cost to funding gap resulting in an operating deficit of $3.60M. This
financial gap could increase to $7.0M if other identified risks and associated costs
(estimated at $3.40M) were to materialise fully. With the residual risk estimated at
$2.45M, the resultant financial gap could be in the region of $6.05M. (Please refer to
the “Sensitivity Analysis” section for details).

In applying the stated budgetary assumptions, it is evident that current cost
structures in the Hospital Provider have very little to offer by way of savings. On the
contrary, it is carrying unbudgeted financial risks in many of its cost structures that
are likely to materialise in part or full during the plan period. (Please refer to the
“Sensitivity Analysis” section for details).

The Board recognises that the operating cost to funding gap in the Hospital Provider
operations will need to be addressed through options that could result in changes to
service configurations, models of care and re-alignment of services within funding
available. It acknowledges these changes are essential if the hospital services arm is
to remain financially viable and sustainable when faced with increased costs on
several fronts.

In context of increasing cost structures and continuing operating deficits within the
hospital services operations, it is to be noted that Taranaki DHB has submitted a
business case to the National Capital Committee in August 2007 for the
redevelopment of the Base Hospital inpatient facilities. As the business case spells
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out, there are several compelling reasons to undertake the redevelopment, but none
more compelling than the fact that the current hospital layout and structures are not
conducive for delivery of complex clinical pathways and modern models of care.
Consolidation of specialist services and improved models of care and pathways will
result in more efficient use of clinical resources and thereby reduction in core
operating costs. The redevelopment will pave the way for a recovery plan for the
hospital services to align itself more efficiently both clinically and financially. The
DAP financials 2008-2011 has not considered the cost impacts and gains arising
from the proposed redevelopment, since the business case is pending approval.

6. Likewise, the DHB Funder operations is faced with an overall exposure in its
contracts estimated at around $2.4M for 2008/09, with a probability factor leaving a
residual risk equating to about $1.1M. This is in addition to the financial risks carried
by the Hospital Services operations. (Please refer the “Sensitivity Analysis” section
for details).

7. Inthe final tally, though the Board is planning a financial breakeven it is faced with:

- a significant cost to funding gap in its Hospital provider operations for 2008/09
(and out years),
additional financial exposure in its expense budgets which could materialise in
part or full
the possibility of having to change or re-align service configurations in its hospital
service operations to manage the gap and other potential risks
the financial recovery plan for its Hospital Provider operations being largely
dependent on the redevelopment of the hospital facilities
its Funder operations also carrying financial risks, and
its consolidated residual financial exposure (besides the Hospital Provider
operating deficit) is being circa $3.55M for the planning period 2008/09, the
overall exposure being around $5.8M

8. Recognising that additional risks continue to be carried both within and outside the
financial budget, Taranaki District Health Board's financial risk assessment of the
current District Annual Plan is potentially “medium to high risk” under the
assumptions and risks as stated.

Key Financial Risks (Ngéa ki putea tupono)
Taranaki DHB’s Funder (Taranaki DHB’s Kohi moni)

1. The funding envelope indicates an increase of $12.27M over the December 2007
baseline to $252.1M (excluding IDF inflows). This includes a one off demographic
increase of $3.2M resulting from a change in population projections. While this
increase is positive, it is not as great as the general funding and expenditure
pressures being experienced by the District Health Board. $2.4M of potential risk has
been identified, with $1.1M considered likely to eventuate.

2. Taranaki DHB's population based funding share for 2008/09 represents 2.80% of the
national pool and this is anticipated to reduce to 2.77% by 2010/11. Whilst this may
seem a small percentage change, in today's terms it equates to a reduction in
funding of approximately $2.7M over the two year period. In practise it is not
expected that the change will occur rapidly and it is likely to be a lower level of
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increase rather than a straight cut in funding. However, irrespective of the
methodology used by the Ministry of Health, this issue continues to pose a significant
strategic challenge for us in future years.

3. The minimum increase for all District Health Board's is set at FFT (3.298%) with a
cap of 7.0% on funding increases on population share. Taranaki DHB’'s funding
increase for 2008/09 equates to 5.13%.

4. In addition to items with national IDF prices, the historical Provider Volume Schedule
(PVS) contains a number of premiums and adjusters. The Funder has reviewed
these and removed those which have been incorporated into the new national IDF
prices; and those which are considered to be an integral component of a case
weighted or outpatient service.

5. The remaining adjusters and premiums relate to sustainability and capacity issues,
where the cost of delivering the required contracted volume of activity is greater than
the national IDF prices for that volume of activity. The approximate value of these
adjusters and premiums has been reduced from $10.0M in 2007/08 to $5.5M for
2008/09.

6. Pharmaceutical expenditure continues to increase and poses the greatest financial
risk within demand driven expenditure. Efforts will continue to be maintained by the
DHB working with PHOs and others to reduce the rate of growth in pharmaceuticals;
however this will be an on-going challenge.

7. In addition to the known challenges faced by Taranaki DHB, the District Strategic
Plan 2005-2015 signaled the DHB’s commitment to invest in reducing inequalities,
reducing the burden of chronic disease, improving the health of children, young
people and older people; developing our workforce and ensuring that we have the
facilities, IT and other infrastructure to support service delivery.

8. Inter District Flows have been set by the Ministry of Health at approximately the
same volumes as 2007/08. (This is based on an assessment of the actual volumes
undertaken in the period two years prior). The current year is ahead of budget by
approximately $500K; however this trend is steadily reversing and may reduce
considerably by year end.

9. A number of changes have been made nationally to the measurement and costing
methods used in the Internal Service Level Agreement (ISLA). Caseweights, which
measure inpatient episodes and procedures, have been adjusted as a consequence
of moving from the Victorian WIES 11 to the New Zealand WIES 8 system.

10. Hospital provider costs continue to increase, despite robust management, above the
level of funding provided by national IDF prices and local sustainability adjustors
(Risk estimate: unknown).

11. At this point it remains unclear how Pharmaceutical Cancer Treatments (PCTs) costs
will be managed nationally. Pharmac have not yet confirmed a budget for 2008/09.
However, it is likely that the required funding will exceed that identified through the
changes to IDFs. The DHBNZ PCT group will be providing advice to CEOs on the
PCT implementation and, as part of that advice, will discuss the options for dealing
with current gap. (Risk estimate: unknown).
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12. Specialist mental health services costs will exceed contract in those lines where
national IDF prices have not been applied. (Risk estimate: Value $500K; Probability
25%).

13. The number of contracted bed days for Assessment Treatment and Rehabilitation
have been reduced to reflect actual demand. The appointment of a new Geriatrician
could alter demand for these beds above historical usage. (Risk estimate: $900K
Probability: 25%).

14. The cost of introducing the assessment tool InterRai is unknown at this time. When
further information is available on InterRai and the timeframes for introducing the
Single Point of Access are known, any required investment will be considered
alongside other priorities for the strategic investment reserve currently allocated to
Personal Health. (Risk estimate: unknown)

In summary, the level of funding allocation may prove insufficient to cover all risks that have
been identified. Therefore robust management and monitoring of potential risks will be
required and revised management proposals developed if the level of risk rises above that
manageable within the funding regime.

Taranaki DHB’s Hospital Provider (Taranaki DHB’s H hipera Kaiwhéangai)

1. The FFT allocation for 2008/09 is 3.298%. However, the real cost growth in Hospital
Provider services is well in excess of this inflation adjustor. The year on year cost
movements across several expenditure lines are on an average between 5% and
7%. This gap between FFT and real cost growth has resulted in a budgetary deficit
of $3.6M after considering all current efficiencies and cost savings. This growth is
particularly evident in the following:

wages — primarily MECA settlements.

outsourced clinical staff — primarily locum doctors and psychiatrists

clinical supplies and diagnostics

blood costs, air ambulance retrieval costs, cancer drugs

acute services such as renal, intensive care, mental health inpatient services,
emergency services

increasing costs of statutory compliances, financial standards, quality and
accreditation deficits and adherence to a number of new legislative
requirements

general overhead costs — primarily outsourced labour, fuel, materials and
utilities.

Overall, the Hospital Provider’'s financial plan for the three year period is highly
geared and has no flexibility to accommodate unplanned cost movements. On the
basis of current trends in expenditure, the issues requiring tight management and
efficiency gains are:

Payroll expectations for all the major employee groups are likely to be in
excess of provisions built into the plan. A number of Multi Employer Collective
Agreements (MECA) (e.g. Senior Medical and Dental Officers; Midwifery;
Resident Doctors; PSA Nursing, Admin, Allied Health) are currently under
negotiation and these settlements may exceed the level of inflationary increase
offered to the sector.
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We estimate this impact to be $1.35M, to be managed to the extent possible
through strict FTE planning and deferment of staff vacancies.

Outsourced clinical staffing  costs — mainly locum doctors and psychiatrists.
The increasing cost of locums to cover vacancies has been one of the primary
contributors to the current year (2007/08) deficit. Whilst it is acknowledged that
this is a national phenomenon, the impact on costs at a local level is significant.
The financial exposure in the 2008/09 budget is estimated at $0.45M, with best
efforts being directed towards more aggressive and extensive recruitment
initiatives to fill vacancies and reduce the dependence on locums.

Diagnostic budget - the financial exposure in both radiography services and
pathology budgets against current year costs are estimated at $0.23M, which is
expected to be managed by initiatives to contain volume growth in agreement
with our service providers, reduce duplication and enforce clinical access
protocols.

The hospital pharmaceutical budget has not provided fully for the increasing
trends in usage and introduction of expensive new drugs. This exposure,
estimated at $0.15M, is expected to be managed through measures to reduce
medication errors, inventory management and operating within dispensing
guidelines.

Cost of clinical supplies and treatment consumables have been steadily
increasing for a variety of reasons. The budgetary risk carried for 2008/09 is
expected to be managed by contract re-negotiations and pricing gains
generated from the Value for Money (VFM) procurement projects at the local
and national level.

General operating overheads including travel, training, conferences,
stationery, transport, general repairs and such other discretionary costs have
once again been subjected to annual reduction in costs through cost control
measures. These expense lines are currently budgeted at minimum levels, with
a very high probability to exceed the budgetary outlay. Cost growth in most of
these lines is driven by external influences. These lines are highly vulnerable to
small movements in prices, rates or increase in service levels. Estimated
exposure is around $0.23M, which is expected to be managed through internal
controls, contract re-negotiations and cost management processes.

The overall impact is a financial exposure close to $3.4M, with a probability
factor leaving $2.45M as a real and potential risk.

2. In applying the budgetary assumptions we have recognised ongoing quality
improvements and those compliance costs of which Taranaki DHB has been
aware. The financial budget is vulnerable to small movements in costs over stated
assumptions or increased costs resulting from unforseen clinical safety and
legislative compliance expectations.

3. The Hospital Services Provider is fully dependent on sustainable revenue streams.
With over 90% of its revenue derived from health funding (via Taranaki DHB and the
Ministry of Health), the Hospital Services Provider has few alternate income streams
for significant revenue growth opportunities. In the 2008/09 budget, there is greater
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dependence on realising increased revenues from non MoH income streams such as
ACC, donations, private patient, interest and other miscellaneous sources.

4. In view of the increasing cost pressures, the financial budget for the Provider Arm
continues to hinge on a number of efficiency gains, which are expected to generate
approximately $2.3M of reduced operating costs during 2008/09.

In summary, the gap between funding and the realistic cost model for services has resulted
in a very sensitive financial budget for the planning period 2008/11. In financial terms the
budgetary gap in the draft Hospital Services Provider budget presented for the period
2008/09 is around $3.6M. The Hospital Services Provider will have to bridge this budgetary
gap + the financial risks identified if it is to achieve a financial breakeven result.

Key Financial Strategies (Nga ki putea péenei)

a. The Hospital Provider Arm is faced with an operating deficit of $3.6M in its 2008/09
operating budget + other financial risks. The Hospital Services Provider will be exploring
a number of options including re-configuration of services and facilities with the primary
aim of reducing the overall cost of service delivery whilst maintaining access of services
to the people of Taranaki.

b. These options are being considered in conjunction with the redevelopment of the
inpatient facilities at the Base Hospital. The facilities redevelopment is expected to
deliver greater workflow efficiencies and an overall reduction in costs in several areas of
its operations. Underpinning this redevelopment is the need to configure the facilities to
meet the services profile for the future and achieve maximum efficiency and
effectiveness of service delivery.

c. Considering the trends in demand for health services, it is obvious that longer term
sustainability, both clinical and financial, will continue to be the key focus for Taranaki
DHB. To achieve this balance, the Taranaki DHB has embarked on a number of
strategic projects over the recent period, which will continue into the next three year
planning cycle, these being:

Rural Strategy
Nursing Strategy

Primary Care Strategy, including Discharge Planning & Co-ordination of After
Hours Care

Referred Services Strategy
Disease Prevention Management Strategy
Inequalities Plan

d. Other mitigation strategies involve:
identifying and evaluating some preferred options to match costs with funding
alignment towards a more sustainable clinical services model in line with funding
internal cost controls and close monitoring of operating budgets

achievement of systems and process improvements, initiatives and efficiency
gains
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sustained focus on longer term strategic plans, whilst continuing to proactively
address immediate and medium term risks and issues

e. The financial support to fund the costs related to key strategic initiatives such as
Workforce Development, M ori Health Gains and Hospital Provider services projects will
continue to be funded below the line using retained surpluses.

f. Primary sector cost pressures will be mitigated through management of demand driven
services and integration of services with providers, while the secondary services align
itself.

g. The Hospital Provider services will continue to pursue operational efficiencies through
initiatives and measures to further reduce its service costs and/or increase non DHB
funded revenue.

h. Cost containment together with focus on cost reduction in primary costs across the
Hospital Provider operations such as staffing and operational overheads will continue to
be pursued and managed through a Cost Management Plan.

i. During the plan period 2008/11, baseline capital expenditure is expected to be contained
within annual depreciation accruals, so that additional equity injection or borrowing is not
required. The only exception will be major capital redevelopment programmes, for which
a separate business case has been developed and is pending approval and funding by
the National Capital Committee.

Key Financial Assumptions (Nga ki putea penei)

The following key assumptions have been employed in the preparation of the financial
statements for the three-year planning period 2008/11.

Application of New Zealand Equivalents to Internati onal Financial Reporting
Standards (NZ IFRS) (Nga Tono o Aotearoa Rite tonu & Taiao Putea whakatau
The DAP financial template for the plan period 2008/11 and comparative years have been
prepared in accordance with NZIFRS.

Equity and Borrowing (Tika me tonoa):
The District Annual Plan 2008/11 has not assumed any additional Crown equity or
borrowing from Crown Health Financing Agency (CHFA) during the plan period

Term borrowing from the CHFA to fund the first stage of the capital redevelopment
programme proposed for the inpatient facilities at the Base Hospital has not been
considered in the DAP 2008/11. The business case submitted in August 2007 for
consideration by the National Capital Committee is pending approval

With the exception of the -capital outlay envisaged on inpatient facilities
redevelopment as noted in two above, base line capital expenditure outlay is
expected to be contained within the level of depreciation for 2008/09 and the two
years following
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Taranaki DHB is on “standard monitoring” status on the performance monitoring
scale, and it is assumed that Taranaki DHB will continue to receive its funding in
advance

Wages and Operating Cost Growth (Kaimahimoni me wha  kamahi utua

tupuranga)

1. Wage costs - in principle, wage budgets for employee groups governed by national
MECA settlements are essentially in accordance with the current status of
negotiations and collective DAP assumptions agreed nationally.

2. Clinical supplies - average 3.0% for 2008/09 + estimated on activity levels + reduced
for efficiencies/gains.

3. General operating expenditure - average 3.0% for 2008/09 + confirmed outflows +
reduced for efficiencies and gains.

4, Value for Money (VFM) programme - the potential impact of efficiencies and cost
reductions generated by the national VFM programme has been estimated and built
into the relevant operating budgets and expense lines. Other potential gains from
local initiatives and projects have also been considered in the relevant expense
budgets.

Taranaki DHB Funder — “Ring Fence Principle” and Ap  plication of
Surplus/Deficits (Taranaki DHB kohi moni “porohita taiopa
matapono” me ngat no tuwhene/tarepa

Mental Health Services (Hauora Hinengaro Whakariten  ga mahi)

In keeping with the guidelines received from the MoH on treatment of “Mental Health Ring
Fence surplus” the amount of any under-expenditure will be reported as a surplus in
Taranaki DHB’s Statement of Financial Performance in the year the surplus is generated.
Further, the surplus arising will be applied to mental health operating expenditure in the
following year and possibly the out years. Accordingly:

1. The forecast financial result reflects separately the impact of mental health
expenditure against mental health surplus carried forward from previous years. The
forecast spend is $402K in 2007/08 (partially expending the accumulated surplus as at
30 June 2007), with the carried forward surplus of $450K to be expended in 2008/09.

2. Accordingly, the draft financial budget result for 2008/09 has assumed the impact of
mental health surpluses and expenditure against ring fenced surpluses of prior
financial periods.

Non Mental Health Services and Strategic Initiative s Expenditure (Korehau nga
Hauora Hinengaro whakaritenga mahi me nga nuku kaka  ma utunga)

Expenditure on strategic projects and initiatives viz. Workforce Development, M ori Health
Gains and Hospital Services Strategic Projects are being funded from prior period retained
surpluses and is in line with the strategic direction set by TDHB. In principle, this strategic
spend being outside the annual fiscal package may result in a financial deficit for the period,
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however no additional funding or deficit support is being requested by Taranaki DHB to
progress these long term initiatives.

Interest Rates (Painga reti)
Interest rates have been assumed along current monetary indicators and commitments and
averaged as appropriate over the mix of funding streams and options as follows:

Overdraft | CHFA Loans | Deposits Equity

Year 1 (2008/2009) 9.50% 7.00% 8.25% 8.00%
Year 2 (2009/2010) 8.75% 6.25% 7.50% 8.00%
Year 3 (2010/2011) 8.50% 6.00% 7.25% 8.00%

Asset Revaluation and its Impact (Taonga whakakitek ite aria)

Under the provisions of FRS3, TDHB is required to undertake an asset revaluation exercise
as at 30 June each year, and recognise any material increase in land and building values,
and also its impact on depreciation and capital charge in 2008/09 and out years. It is
assumed that any movement in asset values is not likely to be material and accordingly no
provision for changes in asset values and related costs have been made in the draft budgets
for 2008/11. If on independent assessment the asset values are deemed material, the
financial impact will be discusses with the Ministry and advice sought on its disclosure and
management in the financial statements.

Depreciation (Whakahekenga)
Depreciation has been calculated on a straight line method for all existing assets, less
disposals and recognising additions.

Capital Charge (Moni hua whakahaere)

Capital charges have been calculated in line with existing methodology, adjusted for monthly
movements in operating results and closing balance of shareholders fund. There are no
capital charge payments outstanding.

Leasing (Rihitia)

The District Annual Plan assumes certain items of plant and equipment will be leased after
evaluation on a case-by-case basis. The Plan also assumes that operating leases will be
explored for capital plant and equipment which have a short economic life or are prone to
rapid changes in technology. Operating leases will adhere to current guidelines and tests to
clearly differentiate these from finance leases.

Financial Covenants and Ratios (Putea kawenata hau)

There are no specific financial covenants stipulated by the Crown Health Financing Agency
(CHFA) for its term lending to Taranaki DHB. The following are some key financial ratios as
derived from the consolidated financial statements for the period 2008 to 2011.
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Financial ratios TDHB TDHB TDHB TDHB
2007/08 | 2008/09 | 2009/10 | 2010/11
1 | Revenue to net funds employed 2.86 3.07 3.21 3.31
2 | Operating margin to revenue 2% 3% 3% 4%
3 | Operating return on net funds employed 6% 8% 10% 12%
4 | Debt to debt equity ratio 31% 32% 32% 32%
5 | Interest cover ratio 2.76 3.77 4.61 4.99

Changes in Accounting Policies (Nga tini kaute kaup apa)

There have been no changes from the accounting policies adopted in the last audited
financial statements other than the changes brought about by the adoption of NZIFRS in the
financial statements. All policies have been applied on a basis consistent with the previous
period. These are detailed in the Statement of Intent for 2008/09.

Capital Investment (Moni hua whakangao)
The capital investment planned during the Business Plan period and the proposed funding lines to
finance the investment are as follows:

Capital Outlay Year 1 Year 2 Year 3 Total
(2008/2009) (2009/2010) (2010/2011) (2008/2011)
Clinical Equipment 1,800 1,600 2,000 5,400
Other Equipment 500 350 450 1,300
Motor Vehicles 100 50 50 200
Minor Site Redevelopment 1,800 500 500 2,800

(excluding prior year WIP)

Major Site Redevelopment:
(Base Hospital - inpatient

facilities)
TOTAL 4,200 2,500 3,000 9,700
Information Technology 1,800 2,000 2,000 5,800

(investment in JV - HIQ Ltd)

TOTAL (incl in JV) 6,000 4,500 5,000 15,500

Source of Funding

Crown Equity 0 0 0 0
Bank Borrowing 0 0 0 0
CHFA Term Loans 0 0 0 0
Internal Cash Accruals 6,000 4,500 5,000 15,500

Note: Outlay on Information and Communication Technology (ICT) is related to capital
investment in HIQ Ltd (JV with Capital and Coast DHB for provision of ICT services). This is
denoted as investments in the financial templates.
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Capital Divestment (Moni hua whakanekeneke)
The disposal of surplus assets proposed during the period 2008/11 is as follows:

Asset Book value Realisable Gain/(loss) Timing
(9 Value ($) On sale (%)
Surplus Property 335,000 335,000 - 2008 & 2009
Other Misc. assets 20,000 20,000 - 2008/09
Total 355,000 355,000 - -
(subject to (subject to (subject to
note below) note below) note below)
Note: The timing and realisable value recognised above on the sale of surplus property is

estimated. In practice the realisable value will be subject to:

The outcome of the consultation process for disposal of surplus property as
stipulated by the NZPHD Act 2000

Valuations as determined and adjusted for sale of the surplus properties
Result of offer-back process and successful conclusion of lwi negotiations and

The net realisation received at the end of the process

Personnel (Kaimahi)

A: Paid / contracted / core FTEs:

The movement of “worked FTE" numbers across the Annual Plan period is assumed along
the following lines:

2007/08 2008/09 2009/10 2010/11

forecast plan plan plan
Medical 109 122 124 126
Nursing 505 495 495 490
Allied Health 250 258 258 260
Support 85 86 88 90
Management, Admin & 249 252 252 254
DHB P&F
Average worked FTE's 1198 1213 1217 1220

The average worked FTE numbers for the three-year plan period are expected to be
managed within the core staffing numbers indicated above.

The increase in total worked FTE count for 2008/09 (1,213 FTE) over forecasted
2007/08 (1,198 FTE) is primarily in medical staff, with vacancies (mainly RMO) likely
to be filled over the coming period. Reduction in nursing staff is primarily due to an
exercise being undertaken to review nursing support for specialling and the use of
casuals. Movements in allied health staff relate to an increase in ambulance staff due
to double crewing. The overall FTE increases also factor current period vacancies
that are likely to be filled to ensure effective service delivery
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The baseline average worked FTE count is 1,213 FTE, 1,217 FTE and 1,220 FTE for
the plan periods 2008/09, 2009/10 and 2010/11 respectively.

In principle, the personnel budget has not planned for FTE increases — other than
movements relating to vacancies, specific increases in clinical activity (additional
elective services + orthopaedic + cataract initiatives) and changes in service
specifications. Whilst the strategy is to cap FTE growth, it is acknowledged that there
is likely to be demand for clinical resources due to an expected increase in normal
activity levels — both acute and elective. Additionally, as the current year statistics
indicate, there has been an increase in specialling patients (one on one care) in ICU
and mental health inpatient admissions. Measures and initiatives are being worked
through to increase productivity of existing staff and reduce the demand for locums
and casual staff within the hospital and specialist services

B: Accrued FTEs:
The corresponding average “Accrued FTE” count for the three-year plan period is as below:

2007/08 2008/09 2009/10 2010/11

forecast plan plan plan
Medical 122 137 139 141
Nursing 527 517 517 511
Allied Health 258 266 266 268
Support 87 88 90 92
Management, admin &
DHB P&F 253 256 256 258
Average Accrued FTE’s 1247 1264 1268 1270

Capital Expenditure 2008/09 (Moni hua utunga 2008/0 9)

The capital expenditure for Year 2008/09 envisages an outlay of $6.0M. The capital
expenditure movement against the forecast for 2007/08 is:

($'000) 2007/08 2008/09 Movement

(Forecast) (Plan) (+(-))
Clinical equipment 1,000 1,800 + 800
Other equipment 650 500 - 150
Motor Vehicles 150 100 -50
Site redevelopment (minor) 2,000 1,800 -200
TOTAL 3,800 4,200 + 400
Information Technology. 1,500 1,800 + 300
(investment in JV — HIQ Ltd)

Overall capital expenditure is budgeted to increase marginally in 2008/09 vis-a-vis
the current financial year, with small movements between the expenditure lines. The
major increase is in clinical equipment offset by reductions in minor site
redevelopment activity and motor vehicle purchases. Capital outlay on Information
Technology is tipped to increase in the coming year
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The capital expenditure budget ($6.0M) is prioritised to remain within the base line
depreciation for 2008/09 ($7.6M), enabling it to be financed through internal cash
accruals whilst leaving sufficient contingency funds for unplanned capital expenditure
and improving residual cash reserves

Site redevelopment activity during 2008/09 envisions a host of minor work across the
site, primarily in clinical wards to improve work flows, meet compliance deficits,
strengthening of structures, ventilation etc. Some capital works in progress during
the current year is also likely to spill over to the next financial year. An outlay of
$1.2M is planned for the installation of a new 1800 kVA diesel generator to replace
the existing leased unit (500kVA). The Board will continue to seek financial support
from local community trusts to progress some of the redevelopment activities
proposed during the plan period 2008/11.

The proposed outlay on clinical equipment is $1.8M, mainly replacement of obsolete
and unsafe clinical equipment and continuation of a phased programme for
replacement of expensive theatre equipment and beds.

Proposed outlay on non clinical equipment is along similar lines as the current year.

Capital outlay proposed for Information Technology investment in HIQ Ltd (JV with
Capital and Coast DHB for provision of ICT services) is increased to $1.8M. The
major costs relate to the ongoing programme for replacement of desktop hardware,
software upgrades, new applications and storage devices. Additionally, an outlay of
$0.3M is earmarked specifically towards strengthening the Disaster Recovery
capabilities to balance risks against loss of computing services or in the event of a
natural disaster.

Capital outlay on motor vehicles has reduced significantly upon completion of the two
year vehicle replacement programme (commenced in 2005/06) for the transport fleet
in the current year. The completion of the programme has resulted in all leased
vehicles being replaced with DHB owned vehicles by the end of the current financial
year.

In summary, the year 2008/09 will reflect levels of capital spending within internal
cash resources. In parallel, Taranaki DHB has commenced planning for the re-
development of its inpatient facilities at Base Hospital in New Plymouth. A business
case seeking approval for a staged redevelopment of the inpatient facilities has been
submitted to the National Capital Committee in August 2007. Approval is pending.
While the cost of debt or equity discourages additional borrowing, the inpatient
facilities redevelopment programme that the Board has planned to undertake in the
short to medium term will necessarily be driven by a mix of internal cash accruals
and borrowing. This is discussed in further detail below.

Business Case for Base Hospital Inpatient Facilitie s Development Programme (Te
papa H hipera tuoro whakaurunga whanaketanga)

The Base Hospital located in New Plymouth, like many of other contemporary hospitals

across New Zealand is a conglomeration of buildings spread across the site with little
relationship to patient flows and clinical processes. This coupled with capacity constraints
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and the urgent need to bring existing structures to the standards found in hospitals
elsewhere in New Zealand as also in line with modern practices in clinical safety and patient
care is the primary reason supporting the business case for capital investment.

In addition, the key drivers that supplement this case are:

1. Theatre capacity — which will allow contracted volumes to be met and for models of
care that optimise Day Surgery flows.

2. Ambulatory/outpatient service development — which will consolidate services and allow
for the best models of care to be used.

3. Seamless integration between the primary and secondary healthcare settings — which
will link primary and secondary models of care.

4, Consolidation of Emergency and Acute Assessment services — which will provide for
the best models of care for disposition of ED patients between the primary and
secondary sectors.

5. Services for the elderly/rehabilitation models — which will support early entry for
assessment and discharge using modern models of care.

6. Consolidation of specialist services (Maternity, Paediatrics and NNU) — which will
enable co-location of services and allow optimum efficiencies to be realised by
bringing patients closer to the theatre area for urgent surgery situations.

7. Upgrade of inpatient accommodation and provision of sufficient beds over the next 10-
15 years — which will enable modern models of care in purpose built inpatient wards.

8. The age and design features of the Clinical Services building indicate that their seismic
performance is expected to be significantly below that required by current standards,
and therefore it is quite likely that the building is Earthquake Prone. Legally, the
Territorial Local Authorities are empowered by the Act to order strengthening or
closing down of such buildings.

The primary focus of this business case is to generate efficiencies and improvements to
prevalent models of care through consolidation of hospital services and systems into a more
compact footprint, which will lend more flexibility and efficiency to operations both in the
immediate and long term. In doing so, it will also provide a more user friendly hospital and
wellness environment to patients, staff and public.

Proposed Capital Outlay:
This business case presents a staged redevelopment of the Base Hospital core inpatient

facilities and support systems, such that it is both financially and operationally feasible over
a defined timeline. The components of this business plan are as follows:
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Stages Comprising Estimated Construction NCC approval sought
Cost Timeline
1| STAGE 1 Theatres, $75M Start: Jul 2009 Yes — approval
Ambulatory, Finish: Jun 2011 pending.
Inpatient wards
2| STAGE 2 Maternity, $37M Tentative: Jul 2012 Supplementary
Neonatal, business case will be
Paediatrics, ED progressed later
3| STAGE 3 | OPD, Laboratory, | $28M Tentative : Jul 2013 Supplementary
CsD, business case will be
Administration progressed later
TOTAL $140M Jul 2009 — Dec 2014 |Main +
supplementary
business cases
Notes:

1. The National Capital Committee (NCC) has been requested to consider capital funding
for Stage 1 only.

2. Stages 2 and 3 are discrete components of the overall Master Plan for the
redevelopment of inpatient facilities at the Base Hospital.

3. Once Stage 1 is nearing completion (subject to approval being received), it is envisaged
that supplementary business cases will be developed for each of the remaining stages
and forwarded to NCC for approval and funding.

4. In short, each of the stages can be visualised as stand alone projects, yet forming part of
one coherent facilities redevelopment programme for the Base Hospital in New
Plymouth, thus enabling affordability to both Taranaki DHB and the National health
capital budget.
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Proposed Financing Plan for Stage 1:  The plan for financing Stage 1 is as follows:

($M) Notes

Project capital cost $75.00M 1 QS estimate based o n strategic master
plan Option 3A. This was revised to $80M
through an independent review — with $5M
noted as a contingency amount.

* | Internally generated funds $35.00M - Free cash flows + retained surpluses
* | Net external borrowing $40.00M - Fresh borrowing as term debt
Source:

Crown Health Financing | $40.00M (plus | - Unutilised facility = $2.00M
Agency (CHFA) $5M - New term debt = $38.00M
contingency)

NET FUNDING REQUESTED | $40.00M (plus | - equivalent to 53% of project cost
$5M
contingency)

Notes:

Project Capital Cost:

1.

The cost of the project is based on the revised cost estimate report prepared by Rider
Levett Bucknall (Quantity Surveyors) as at 09 August 2007. This cost was revised
upward by $5.00M by an independent reviewer, with the incremental $5.00M being
noted as contingency capital.

The project capital includes the cost of site preparations, construction, building
infrastructure, design and consultant fees, project management, fit-outs and the costs
associated with decanting.

The above costs exclude capitalised interest. Interest will be capitalised at the relevant
cost of borrowing up to the date of commissioning the facilities.

This cost estimate has an assessed accuracy under current building cost market
conditions of +/- 20%, which is considered acceptable in the absence of detailed design
drawings, projected timelines and architectural inputs.

This cost estimate has been independently reviewed, with revisions as noted in 1 above.
This estimate has a cost escalation factor applicable until June 2011, the timeline for
completion of the construction phase for Stage 1.

Internally generated funds:

7.

Taranaki DHB has over the recent years built up cash reserves from its annual operating
surpluses. These cash reserves together with base line depreciation reserves have
enabled it to be an equal partner in this development. The internal investment of
$35.00M (47% of project capital cost) is a combination of current cash reserves + future
free cash flows + donations from local community trusts and organisations. Taranaki
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DHB is both committed and confident of generating the necessary investment by the
time the project reaches the active phase. Additionally, Taranaki DHB will actively
manage and rationalise its annual base line capital expenditure over the immediate
following financial periods with the aim of generating as much cash flow as possible to
support the project.

Contingency cash lines are on standby in the form of unutilised working capital facilities
with ASB Bank of $10.00M. Whilst, it is acknowledged that this line of credit is not
permitted for capital purposes, it nonetheless provides backup liquidity should it be
required.

Net external borrowing and source:

9.

It is Taranaki DHB’s intention to borrow $40.00M in the form of debt financing. Financial
analysis indicates that with the current CHFA financed debt ($29.00M) + fresh borrowing
($40.00M); the debt equity ratio (currently 31%) is able to be maintained within a 47% to
52% range over a 20 year financial period. An additional $5.00M in contingency funding
is also requested to be provided if required, in line with the recommendations from an
independent review of the business case.

Key dates and timelines

The following are some key dates and tentative timelines towards which Taranaki DHB has
been working to progress the business case for approval and commencement of the
redevelopment programme.

Activity / process Date/timeline  Internal External Current
activity activity status
* | Independent review of Mar'07 #t Completed

capacity modelling and
site master planning

Presentation of high level | April ‘07 #t Completed &
business case at advised to
Strategic meeting of proceed to
National Capital next stage

Committee (NCC)

Submission of Business 31 Aug ‘07 #t Completed
case to NCC

Business case approval Feb/Mar ‘08 #i# Pending
from NCC / Minister of

Health

Project commences Mar'08 — # #t Initial
(architects, design, Jun‘09 planning
consent, tender etc) commenced
Commence construction July 2009 ## ## Tentative
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The impact of the proposed facilities redevelopment on operations (workflows,
staffing) and costs (borrowing, interest, depreciat ion etc) has not been considered in
the financial statements for the period 2008/11 sin  ce approval of the business case
for the proposed redevelopment is pending.

Asset Management Plan (AMP) (He taonga r pu whakahaere
kaupapa)

The first AMP for Taranaki DHB was completed and forwarded for review in October 2005,
with subsequent reviews and updates. An inpatient facilities redevelopment proposal has
been developed to support the planned clinical and health services by the secondary
services and linkages with primary services. This proposal is pending approval from the
National Capital Committee. Whilst the AMP is an evolving document and strategic in
content, it will be matched against the projected financial capability of the DHB to support
the development programme, besides integration and co-ordination with the capital
investment plans of regional and neighbouring DHBs.

Efficiency and Productivity Improvements (Kaha me n ga
whakaputaranga pai ake)

Taranaki DHB is faced with the challenge of managing its service delivery within a defined
fiscal envelope. In addition, it has to balance its long-term strategies with short-term
objectives while continuing to provide a clinically safe and quality service. Under this capped
environment, with increasing operating costs and demand for services, the Hospital Provider
Arm will need to achieve sustainability — both clinical and financial. Taranaki DHB
recognises the need for continuous service improvements and efficiency gains while it
attempts to re-position itself continually to meet the challenge.

The strategy is to pursue short term initiatives to provide immediate gains, while progressing
a series of longer term initiatives to achieve sustainability.

The following key initiatives are expected to result in efficiency gains within the Hospital
Provider Arm during 2008/09:

Initiative Proposal Potential ($)  Impact

1 | Reduction of service Align employed FTE’s with | $ 300K Reduce service cost
costs contracted services

2 | Manage clinical supply Efficiency reviews + contract | $ 750K Contain cost growth
costs. negotiations + VFM initiative

3 | Manage pharmaceutical | Efficiency & process reviews| $ 600K Contain cost growth
and diagnostic costs.

4 | Reduce general Internal cost controls $ 200K Contain cost growth
operating overheads

5 | Discretionary expenses | Capped budgets $ 450K Contain cost growth
TOTAL $ 2,300K

The DAP 2008/09 has recognised the impact of the above initiatives in the financial budget.
The gains from these initiatives are also expected to flow into future periods and have been
recognised in the out years of the District Annual Plan 2008-11. Other longer term projects
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as noted earlier are also being progressed, and these should generate more permanent and
sustainable results.

Faced with a cost to funding gap in its operating budget for 2008/09, the Hospital Provider
Arm will continue to explore all practicable options with the aim of reducing its overall cost of
services delivery, whilst improving productivity and efficiency of operations. This financial
recovery plan is an ongoing process, and is expected to span more than one fiscal year in
view of their strategic components and broader implications.

Debt and Equity (Nama me te Tika)

The current debt profile of Taranaki DHB is four term loans totalling $29.00M with the Crown
Health Financing Agency (CHFA), drawn down against an approved loan limit of $31.00M.
The primary assumptions carried in the financial plan 2008/09 are:

a) No overdraft borrowing for working capital requirements is envisaged (though a
backup facility with ASB of $10.00M is available if required — financial covenants will
be stipulated only upon utilisation of this facility), on the assumption that Taranaki
DHB will remain under “standard monitoring” and continue to receive it's funding in
advance.

b) The draft DAP 2008/09 has not budgeted for any additional equity or debt. It is
expected that base line capital expenditure will be contained within the level of
depreciation for 2007/08. Additional debt from CHFA to partially finance the Base
Hospital inpatient facilities redevelopment is supported by a separate business case
that is currently pending approval.

c) The operating budget of the Board for 2008/09 has planned for a consolidated
financial breakeven, before recognising the impact of expenditure against prior
period surpluses in mental health services, workforce development and strategic
projects. The financial breakeven is assumed in context of the financial risks and
sensitivity indices highlighted in the plan, and exploration of a range of options to
manage the financial risks carried in both the Hospital Provider and the DHB Funder
operations.

d) Itis assumed that from an operational perspective, the timing for realisation of all the
efficiency gains and cost reductions contemplated may extend beyond a 12 month
financial planning framework. Any residual operating deficit (in addition to the deficit
arising from expenditure on Mental Health and strategic projects and initiatives)
arising from a timing perspective will be managed from internal cash reserves. No
additional equity or deficit support is envisaged.

Sensitivity Analysis (Tutohutanga tataritanga)

The District Annual Plan has outlined some key financial risks and while it is difficult to
quantify all these risks with accuracy, the likely impacts on the bottom line if these were to
materialise is factored below:
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For DHB Hospital Provider operations:

Unbudgeted Est. risk 75% risk  |50% risk | 25% risk Probability
financial risk ($M) (M) ($M) ($M) factor
(% risk)
General Wages + 1.80 1.35 0.90 0.45 75%
MECA
Outsourced locum 0.60 0.45 0.30 0.15 75%
costs
Diagnostic costs 0.30 0.23 0.15 0.08 75%
Pharmaceuticals 0.30 0.23 0.15 0.08 50%
General overheads 0.30 0.23 0.15 0.08 75%
Quality & compliance 0.10 0.08 0.05 0.03 50%
costs
Likely impact on
2008/09 planned $3.40M $2.57M | $1.70M $0.87M $2.45M
financial result

The analysis estimates an overall exposure of circa $3.40M for 2008/09, which could arise
from a combination of cost drivers as identified above. The overall probability factor is
estimated to be around 70% leaving a residual risk equating to about $2.45M. The risk is
expected to be managed through a mix of:

Internal cost controls,

Management of FTEs,

Operational savings in discretionary expense lines,

Achievement of initiatives and efficiency projects,

Other options (under consideration).

Likewise, for DHB Funder operations:

Unbudgeted Estimated | 75% risk 50% risk 25% risk | Probability
financial risk risk ($M) (M) (M) ($M) factor (%
risk)
| D F (outflows) 0.50 0.38 0.25 0.13 50%
MECA impact 0.50 0.38 0.25 0.13 75%
Specialist mental 0.50 0.38 0.25 0.13 50%
health services
AT&R beds estimate 0.90 0.68 0.45 0.23 25%
Likely impact on 2.40 1.82 1.20 0.62 1.10
2008/09 planned
financial result
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Other areas of risk, which cannot be quantified, have also been identified, these being:
Provider arm costs exceeding funding
Pharmaceutical Cancer Treatments
Increased access to pharmaceuticals
Implementation of InterRai assessment tool

The overall exposure is estimated at around $2.40M for 2008/09, while the probability factor
is estimated to be around 45% leaving a residual risk equating to about $1.10M.

This risk is expected to be managed within funding parameters and through efficiency gains
from current NGO contracts.
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DAP Financial Summary (DAP Whakarapopotanga o te Ta

hua)

TARANAKI DISTRICT HEALTH BOARD

DISTRICT ANNUAL PLAN : 2008/11 ($'000)
Consolidated | Hosp+Gov Funder Consolidated Plovider Gaver nan: Hosp+Gov  Funder Consolidated
Audited Forecast Forecast Forecast Plan Plan Plan Plan Plan
2007/08 2007/08 2007/08 2007/08 2008/09 2008/09 2008/09 2008/09 2008/09

REVENUE
* MOH funding 125841 130569 130569 139615 0 139615 139615

109193 114652 114652 119483 119483
* Funding & Gowernance 1640 2094 2094 0 2163 2163 2163
* ACC Revenue 7328 8185 8185 8306 0 8306 8306
* CTA revenue 1255 1198 1198 1273 0 1273 1273
* Other revenue 11394 6896 3755 10651 5490 0 5490 3994 9484
TOTAL REVENUE 256651 148942 118407 267349 154684 2163 156847 123477 280324
EXPENDITURE
Personnel costs
- medical 17835 18902 18902, 20275 0 20275 20275
- nursing 32652 34541 34541 34855 0 34855 34855
- allied health 13619 14255 14255 15860 0 15860 15860
- support 3202 3555 3555 3768 5 3773 3773
- mgt & admin 12443 12853 12853 13176 1334 14510 14510
total 79751 84106 0 84106 87934 1339 89273 0 89273
Outsourced services
- clinical senices 16674 18761 18761 19265 0 19265 19265
- other outsourced 3201 4149 4149 1865 240 2105 2105
total 19875 22910 0 22910 21130 240 21370 0 21370
Clinical supplies
- treatment disposables 6816 7054 7054 6580 0 6580 6580
- diagnostic supplies 1138 1199 1199 1210 0 1210 1210
- instruments & equip 491 859 859 639 0 639 639
- patient appliances 939 1077 1077 1164 0 1164 1164
- implants & prostheses 2190 2622 2622 2978 0 2978 2978
- pharmaceuticals 3639 3802 3802 3612 0 3612 3612
- other clinical & client costs 1169 2001 2001 1884 0 1884 1884

0

total 16382 18614 0 18614 18067 0 18067 0 18067
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Infrastructure & other op.costs

- hotel senices & laundry 2871 2978 2978 2934 0 2934 2934
- facilities 3044 3192 3192 3249 0 3249 3249
- transport 846 1200 1200 1152 42 1194 1194
- IT systems & telecom 4400 5276 5276 6232 0 6232 6232
- professional fees 1370 1295 1295 946 128 1074 1074
- other op.expenses 2060 1979 1979 1862 115 1977 1977
- democracy 263| 320 320 1 288 289 289
- depreciation 7262 7723 7723 7643 0 7643 7643
- interest 2125 2062 2062 2029 0 2029 2029
- associate company income 0 0 0 0 0 0 0
- Payment to - NGO providers 105343
- personal health 74427 74427 78292 78292
- mental health 7066 7066 8022 8022
- disability support senices 30208 30208| 31565 31565
- public health 0 0 200 200
- maori health 1828 1828| 1699 1699
total 129584 26025" 113529 139554 26048 573 26621 119778 146399
TOTAL OPERATING EXPENSES 245592 151655 113529 265184 153179 2152 155331 119778 275109
SURPLUS before capital charge 11059 -2713 4878 2165 1505 11 1516 3699 5215
- Capital charge 5554 5356 5356 5100 0 5100 5100
SURPLUS (before strategic exp) 5505 -8069 4878 -3191 -35 95 11 -3584 3699 115
STRATEGIC EXPENDITURE
Mental health Ring-fenced surplus 0 402 402 450" 450
Workforce Development 805 500 500 595 595
Maori Health Gains Project 0 0 0 1000 1000
Hospital Provider Strategic Projects 0 0 0 100 100
NET SURPLUS/(DEFICIT) (after 4700 -8069 3976 -4093 -3595 11 -3584 1554 -2030
strategic expenditure)
Interest Cover ratio 6.63 2.76 3.77
Revenue to Net Funds employed 2.63 1.59 2.86 1.69 3.07
Operating margin to Revenue ratio 6% 1% 2% 4% 3%
Op. return on Net Funds employed 14% 2% 6% 7% 8%
7.00%
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TARANAKI DISTRICT HEALTH BOARD

DISTRICT ANNUAL PLAN : 2008/11

2010/11

| Year 3

Provider 'Governan: Funder Consolidated ovider Governan Funder Consolidated
Plan Plan Plan Plan Plan Plan Plan Plan
2009/10 2009/10 2009/10 2009/10 2010/11 2010/11 2010/11 2010/11

REVENUE
* MOH funding 144915 0 144915 150132 0 150132

124023 124023 128612 128612
* Funding & Gowernance 0 2245 2245 0 2328 0 2328
* ACC Revenue 8555 0 8555 8812 0 0 8812
* CTA revenue 1321 0 1321 1370 0 0 1370
* Other revenue 5627 0 4146 9773 5768 0 4299 10067
TOTAL REVENUE 160419 2245 128169 290833 166082 2328 132911 301321
EXPENDITURE
Personnel costs
- medical 21045 0 21045 21824 0 21824
- nursing 36179 0 36179 37518 0 37518
- allied health 16463 0 16463 17072 0 17072
- support 3911 5 3916 4056 5 4061
- mgt & admin 13677 1385 15061 14183 1436 15619
total 91275 1390 0 92665 94653 1441 0 96094
Outsourced services
- clinical senices 19992 0 19992 20586 0 20586
- other outsourced 1958 249 2207 2056 258 2314
total 21950 249 0 22199 22642 258 0 22901
Clinical supplies
- treatment disposables 6777 0 6777 6981 0 6981
- diagnostic supplies 1256 0 1256 f 1302 0 1302
- instruments & equip 658 0 658 678 0 678
- patient appliances 1199 0 1199 1235 0 1235
- implants & prostheses 3067 0 3067, 3159 0 3159
- pharmaceuticals 3749 0 3749 3888 0 3888
- other clinical & client costs 1956 0 1956 2028 0 2028
total 18663 0 0 18663 19271 0 0 19271
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Infrastructure & other op.costs

- hotel senices & laundry 3045 0 3045
- facilities 3314 0 3314
- transport 1196 44 1239
- IT systems & telecom 6481 0 6481
- professional fees 982 133 1115
- other op.expenses 1933 119 2052
- democracy 1 299 300
- depreciation 7900 0 7900
- interest 2029 0 2029
- associate company income 0 0 0
- Payment to - NGO providers
- personal health 80713 80713
- mental health 8327 8327
- disability support senices 32375 32375
- public health 206 206
- maori health 1750 1750
total 26882 595 123371 150847
TOTAL OPERATING EXPENSES 158770 2234, 123371 284374
SURPLUS before capital charge 1649 11 4798 6459
- Capital charge 4938 0 4938
SURPLUS (before strategic exp) -3288 11 4798 1521
STRATEGIC EXPENDITURE
Mental health Ring-fenced surplus 0 0
Workforce Development 500 500
Maori Health Gains Project 1500 1500
Hospital Provider Strategic Projects 100 100
NET SURPLUS/(DEFICIT) (after -3288 11 2698 -579
strategic expenditure)
Interest Cover ratio 4.61
Revenue to Net Funds employed 1.77 3.21
Operating margin to Revenue ratio 4% 3%
Op. return on Net Funds employed 7% 10%
7.00%

3158 0 3158
i 3413 0 3413
12407 46 1286
i 6805 0 6805
1018 138 1156
i 2004" 123 2127
1 310 311
8200 0 8200
2150 0 2150
0 0 0
83967 83967
8635 8635
33675 33675
214 214
1816 1816
27990 617 128307 156914
164557 2316 128307 295180
1525 12 46 05 6142
5054 0 0 5054
-3529 12 4605 1088
0 0
100 100
500 500
100 100
-3529 12 3905 388
4.99
1.82 3.31
4% 4%
7% 12%
7.41%
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TARANAKI DISTRICT HEALTH BOARD
DISTRICT ANNUAL PLAN : 2008-11
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
($'000)
2006/07 2007/08 2008/09 2009/10 2010/11
audited forecast plan plan plan
CURRENT ASSETS
* Bank Account 8558 9054 11654 11754 11854
* Prepayments +ST investments 19488 20116 20030 25030 29730
* Debtors (net of provision) 7430 7450 7750 8045 9540
* Inventory 2421 2470 2570 2665, 2760
37897 39090 42004 47494 53884
CURRENT LIABILITIES
* Creditors & other payables 21612 22879 22246 21991 22126
* Term Loans (current portion) 0 0 0 0 0
* Provisions 12189 11592 13192 13847 14152
33801 34471 35438 35838 36278
WORKING CAPITAL 4096 4619 6566 11656 17606
NON CURRENT ASSETS
* Net Fixed Assets 88920 85548 81836 76435 71234
* Investments 3928 2732 2318 1918 1518
* Trust funds 654 654 654 654 654
93502 88934 84808 79007 73406
NET FUNDS EMPLOYED 97598 93553 91374 90663 91012
NON CURRENT LIABILITIES
* Provisions - non current 238 243 243 243 243
* Finance Leases (Term portion) 277 320 171 39 0
* Term Loans 29000 29000 29000 29000 29000
29515 29563 29414 29282 29243
CROWN EQUITY
* Crown Equity 24751 24751 24751 24751 24751
* Resenes 43237 43237 43237 43237 43237
* Retained earnings 95 -3998 -6028 -6607 -6219
68083 63990 61960 61381 61769
NET FUNDS EMPLOYED 97598 93553 91374 90663 91012
Debt: Debt equity ratio 30% 31% 32% 32% 32%
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TARANAKI DISTRICT HEALTH BOARD

DISTRICT ANNUAL PLAN : 2008-11

CONSOLIDATED STATEMENT OF CASHFLOWS

($'000)

2006/07 2007/08 2008/09 2009/10 2010/11

audited forecast plan plan plan
OPERATING ACTIVITIES
* MOH funding 235715 248231 262234 272211 280949
* Other revenue 16171 15933 15172 15644 16128
total receipts 251886 264164 277406 287855 297077
* Payment of salaries & operating exp. 133878 150650 150831 157407 163397
* Payment to providers & DHB's 110505 112263 123013 125771 128880
total payments 244383 262913 273844 283178 292277
NET CASHFLOW FROM OPERATIONS 7503 1251 3562 4677 4800
INVESTING ACTIVITIES
* Interest Received 2551 2903 2618 2683 2750
* Sale of fixed assets etc 0 0 355 0 0
* (Increase) / decrease in investments -3076 196 414 -4600 -4300
* Capital expenditure -4277 -3978 -4200 -2500 -3000
NET CASHFLOW FROM INVESTING -4802 -879 -813 -4417 -4550
ENANCING ACTIVITIES
* Equity injections / repayments -785 0 0 0 0
* Private sector borrowings 441 336 0 0 0
* Payment of debts -2058 -212 -149 -160 -150
NET CASHFLOW FROM FINANCING -2402 124 -149 -160 -150
Total cash in 249484 264288 277257 287695 296927
Total cashout -249185 -263792 -274657 -287595 -296827
NET CASHFLOW 299 496 2600 100 100
Add: Cash (opening) 8259 8558 9054 11654 11754
CASH (CLOSING) 8558 9054 11654 11754 11854
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TARANAKI DISTRICT HEALTH BOARD

DISTRICT ANNUAL PLAN: 2008-11

CONSOLIDATED STATEMENT OF MOVEMENT IN EQUITY

2007/08 2008/09 | 2009/10 | 2010/11
forecast plan plan plan

EQUITY AT THE BEGINNING OF PERIOD 68083 63990 61960 61381
* Net results for the period -4093 -2030 -579 388
* Revaluation of Fixed assets 0 0 0 0
* Equity Injections / (repayments) 0 0 0 0
* Other 0 0 0 0
EQUITY AT THE END OF THE PERIOD 63990 61960 61381 61769
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Appendix No.1 Provider Arm Volume Schedule (Tapirit  anga tuatahi kai whangai
kaupeka pukapuka pukapuka apiti)
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Glossary (Rarangi whakamarama)

Act

Acute

Admissions

AgeWELL
AMP

Bed days

Cancer

Cardiac

Cardiovascular Disease

Caries
CEO

CHFA
Colposcopy

Consultation

Continuum of Care

Crown Funding Agreement

CvD

DAP

Detoxification

DHB

Diabetes

Final DAP 2008/09

An act is a law passed by Parliament

Urgent admission to hospital — within seven days of taking
ill/injury

A measurement of the number of people entering a healthcare
facility, usually as an inpatient

Plan to implement the Health of Older People Strategy
Asset Management Plan

Bed days describe how many hospital beds are occupied by
patients and for how long

A general term for a large number of diseases which all display
uncontrolled growth and a spread of abnormal cells, also called a
malignant tumour

Relating to, situated near, or acting on the heart

Diseases affecting the heart and/or circulatory system
E.g., coronary artery disease/ischaemic heart disease, stroke,
blood vessels disease

A progressive destruction of bone or tooth

Chief Executive Officer

Crown Health Financing Agency

An examination of the lower genital tract (vagina or cervix)

The process of seeking the views of individuals or groups. These
include both providers and health service users

An individual experiencing a health issue will often come in
contact with a multitude of health providers as they receive their
treatment and rehabilitation where appropriate. We define the
series of interactions as the continuum of care and aim to look at
our services with this in mind so that the patient journey is taken
into account in providing seamless service delivery

The main crown funding agreement under section 10 of the
NZPHD Act between a DHB and the Crown acting by and through
the Minister

CardioVascular Disease

District Annual Plan

The process of subjecting a person to withdrawal from a toxic or
addictive substance such as alcohol or drugs

District Health Board

Medical illness where the body does not produce enough insulin
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Diagnostic

Disparities

DMFT

DSS

ED

Elective Services
ENT

ESPI

FFT
FTE

GP
HEHA
ICT
ICU

IDF

IFRS

Impact

Inequalities

Final DAP 2008/09

To identify a disease by its signs or symptoms

Socio-economic or health inequality or difference relative to the
local community or wider society to which an individual , family or
group belongs

Decay Missing Filled Teeth — Caps

Disability Support Services

Emergency Department

Services beneficial to the patient but not essential for survival
Ear, Nose and Throat

Elective Services Patient Flow Indicator for DHBs (Monitored by
MoH)

ESPI 1: DHB services that appropriately acknowledge and
process all patient referrals within 10 working days

ESPI 2: Patients waiting longer than six months for their first
specialist assessments (FSA)

ESPI 3: Patients waiting without a commitment to treatment
whose priorities are higher than the actual treatment threshold
(@TT)

ESPI 4: Clarity of treatment status

ESPI 5: Patients given a commitment to treatment but not treated
within six months

ESPI 6: Patients in active review who have not received a clinical
assessment within the last six months

ESPI 7: Patients who have not been managed according to their
assigned status and who should have received treatment

ESPI 8: The proportion of patients treated who were prioritised
using nationally recognised processes or tools

Future Funding Track

Full Time Equivalent and is a way of measuring staff

General Practitioner
Healthy Eating Healthy Action
Information and Communication Technology

Intensive Care Unit

Inter District Flow — monitored movement of patients between
DHBs (treatment and associated payment)

International Financial Reporting standards

The contribution made to an outcome by a specified set of
outputs, or actions, or both.

Unnecessary, avoidable and unjust differences in social and/or
economic status between people or groups
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Infrastructure

InterRai

Intervention logic

ISLA

Iwi

JVv
MDO
MECA
MoH
NMHSS
NNPAC

NASC
NCC

Neonate
NGO

NZDep
NZPHD
Objective
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The resources required providing the health and disability
services such as workforce, facilities, medical technology, and
information technology

InterRai is a secure, fully web-based clinical assessment
programme that will allow staff to access directly through the
Internet when working out in the community. It is a reliable way of
assessing people’s needs and automatically provides information
on outcomes and quality of care.

This is the rationale or the reason for selecting the intended
outcome as an area for improvement, and an explanation of how
making a change in this area has an impact on health

Internal Service Level Agreement
Information Technology

M ori Tribe

Joint Venture

M ori Development Organisation
Multi Employer Collective Agreement

Ministry of Health
National Mental Health Sector Standards

National Non-admitted Patient Collection

Needs Assessment Service Co-ordination

National Capital Committee

A premature newborn infant

Non Government Organisation
A term used to differentiate between the DHB and Ministry of
Health delivered health services and those delivered by other
health and disability providers

New Zealand Deprivation Index
New Zealand Public Health & Disability

Is not defined in the Public Finance Act so has its ordinary
meaning of “goal” or “aim”. Its inclusion in the Crown Entities Act
2004 alongside “impacts” and “outcomes” recognises that not all
outputs and activities are intended to achieve “outcomes” as that
term is defined below. Some outputs and activities do not target a
direct societal, economic or environmental effect, and their
effectiveness should not be judged on that basis. Nevertheless,
they can be important in the context of Crown entities
performance, and objectives will feature in the shaping of some
entities results-focused planning.
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Oral & Maxillo Facial
Surgery

Outcome

Outpatient

Outputs

PACS

Paediatric/ian

Palliative Care

Performance Indicators

Performance measures

Performance
standards/targets

PHO

Primary Care

PSA
QS

Rehabilitation

Respiratory

Final DAP 2008/09

Reconstruction of cheek/jaw bones and teeth

A state or condition of society, the economy or the environment
and includes a change in the state or condition [s2(1) of the Public
Finance Act]

A patient who is not hospitalised overnight but who visits a
hospital, clinic or associated facility for diagnosis or treatment

Outputs are final goods and services — that is, they are supplied

to someone outside the entity. They should not be confused with
goods and services produced entirely for consumption within the
Crown entity group. Output classes are groups of similar outputs.

Picture Archiving and Communication System (computerised
radiology images)

A branch of medicine dealing with the development, care and
diseases of children

The treatment and relief of mental and physical pain without
curing the causes, especially in patients suffering from a terminal
illness

Tools for showing if a service or programme is achieving its goal
of improving health

The specific criteria or means used to objectively measure
performance (by way of output production or achievement of
outcomes), usually for assessing progress towards, or success at
achieving, performance targets / standards comparing with
benchmarks; or comparing with past performance. They may be
expressed as (but are not limited to) absolute numbers,
percentages, ratios, point estimates and ranges and may also be
qualitative in nature

The specific levels of performance to be delivered or achieved

Primary Health Organisation

Often defined as the first level of contact with the health system
and a service that an individual can access without first being
referred by their General Practitioner. Most primary care services
in Taranaki are delivered in the community and are provided by
either independent providers or the DHB

Public Services Association
Quantity Surveyor

The process of restoring an individual to a useful and constructive
place in society especially through some form of vocational,
correctional, or therapeutic retraining

Relating to or used in breathing or the system in the body that
takes in and distributes oxygen
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RMO

SDS

Secondary Care
Secondary Services
Socioeconomic
Statins

Steering Group

Stroke

Systematic
TARDIS
Taranaki DHB
THOGG
TWPK

VFM

Whanau
WIES

WIP

Final DAP 2008/09

Registered Medical Officer

School Dental Service

Specialist care that is typically provided in a hospital setting
Hospital Services

Relating to or involving economic and social factors
Medications used to control cardiovascular disease risk factors

A group of stakeholders focused on delivering advice/settling
issues

Sudden loss of consciousness, sensation, and voluntary motion
caused by rupture or obstruction (as by a clot) of a blood vessel of
the brain

Carried out in a methodical and organised manner
Taranaki Adult Renal Disease Register

Taranaki District Health Board

Taranaki Health Outcome Governing Group

Te Whare Punanga Korero

Value for Money

Family/extended family

Weighted Inlier Equivalent Separations

Work in Progress
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