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Chair’s foreword
NZ Health Partnerships (NZHP) is entering its third year of operation, and we continue to see
strong sector engagement and commitment for collaboration. We are entering an exciting
time as an organisation, with opportunity to leverage our role as a single voice for District
Health Boards (DHBs) and provide real value for our shareholders.
Recent implementation of the Procurement Operating Model represents a significant
opportunity to unlock value across the health sector. By reducing complexity, and leveraging
the capability of DHBs, PHARMAC and the Ministry of Business Innovation and Employment,
we can reduce procurement costs and ultimately drive better health outcomes.
In 2017/18 we will focus on providing the National Procurement Service for DHBs.
Establishing the national service at NZHP will align our related responsibilities for sector-wide
procurement planning and business planning intelligence services. Much of our focus will be
on increasing returns on DHB investment in procurement.
In 2017/18 and beyond, we will also focus on the National Oracle Solution. We will continue
employing sector expertise as well as building a robust programme structure and plan that
the sector can have confidence in.
A common theme across the commercial services portfolio is the need to effectively manage
change in order to optimise value for our shareholders.
We will embed a new Shared Banking provider and contract, and negotiate a new Collective
Insurance Agreement including selecting a broker to provide services from 2018/19. For
Food Services we will operationalise a revised governance model and actively manage
Compass Group to ensure DHBs, their patients and community-based customers receive the
best service possible.
Internally, we will continue implementing our Strategic Business Plan which was approved
by the Board in October 2016. The Plan will build our organisational health and performance
by focusing on our people and processes, optimising return from DHBs’ current investments,
identifying opportunities to deliver greater returns in the future and continuing to build
alignment with our shareholders.
The last of these, which is alignment, is the key to success for any cooperative. As we enter a
period a significant but positive change in the procurement landscape we commit to working
with our shareholders and other partners transparently to help build collaboration and trust.
Trust between the different organisations in the cooperative will build alignment. Alignment,
and a shared understanding of where we can best leverage our combined scale and
strength, will unlock real value for the sector.

Peter Anderson
Chair
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Statement of responsibility
The Statement of Intent (SOI) and Statement of Performance of Expectations (SPE) have
been prepared by the Board of NZHP in accordance with Part 4 of the Crown Entities Act
2004.
The SOI sets out strategic intentions of NZHP for the four year period from 1 July 2017 to 30
June 2021. The SPE sets out our performance measures and targets for the period from 1
July 2017 to 30 June 2018.
In signing this document, we acknowledge that we are responsible for the information it
contains.

Signed on behalf of the Board

Peter Anderson

Terry McLaughlin

Chair

Chair of Finance, Risk, Audit and
Compliance Committee

Countersigned

Megan Main

Geoff Goodwin

Chief Executive

General Manager, Corporate Services
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SECTION ONE

OUR OPERATING
ENVIRONMENT

Statement of Intent 2017-2021 and Statement of Performance Expectations 2017/18

Page 7 of 41

Who we are
NZHP is part of the New Zealand
Health and Disability Sector.
Our Purpose
NZHP is a multi-parent Crown-entity subsidiary
that is supported and owned by New Zealand’s
20 DHBs.
As a cooperative, NZHP’s purpose is to enable
DHBs to collectively maximise shared services
opportunities for the national good. Put another
way, NZHP exists to support DHBs to serve their
communities and achieve their strategic
objectives.

What we do
We collaborate with DHBs as our shareholders,
co-creators and customers. In partnership we
identify, develop and implement initiatives for
the sector’s mutual benefit.
With an aging population, increasing cost of new
clinical equipment, and rising public demand, our
initiatives are focused on creating financial
efficiencies for DHBs.
By thinking, acting and investing collaboratively
DHBs are able to achieve greater benefits than
they would by operating independently.
However, what we do is about more than cost
reduction. While the company’s primary focus is
on administrative, support and procurement
activities, most of our work has direct or indirect
clinical implications. Ultimately, patient
outcomes are at the heart of the company and
our operations.

Governance and Accountability
NZHP works in a commercial manner within a
public sector environment. The company
operates under a Board, as well as programme
and service governance structures with strong
DHB representation. The Board comprises four
regional DHB Chairs or Deputy Chairs and three
independent Directors. It is chaired by one of the
independent Directors.

New Zealand Health Partnerships Board:
•
•
•
•
•
•
•

Peter Anderson (Chair)
Deryck Shaw
Murray Cleverley
Kevin Atkinson
Rabin Rabindran
Jo Hogan
Terry McLaughlin

Alongside NZHP Chief Executive, Megan Main,
each programme and service has a DHB Chief
Executive Sponsor. These Sponsors help drive
strategic delivery and support performance
through the promotion of strong stakeholder
engagement.

Strategic Partnerships
NZHP actively works to foster strategic
relationships across the sector. Organisations
with which we work closely include the Ministry
of Health, PHARMAC, Ministry of Business,
Innovation and Employment, Treasury,
Department of Internal Affairs, commercial
organisations and other health-sector shared
services organisations.

Statutory and Compliance
Requirements
As a Crown Entity subsidiary, NZHP is required to
comply with a variety of legislation including:
• Companies Act 1993
• New Zealand Public Health and Disability Act
2000
• Crown Entities Act 2004
• Public Finance Act 1989
• Official Information Act 1982
• Health and Safety at Work Act 2015.

Risk Management
NZHP recognises that risk and issue management
is essential for the delivery of its programmes
and services. The aims of our risk and issues
management processes are to improve the
quality of decision making to minimise and
manage adverse impacts.
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SECTION TWO

OUR STRATEGIC
INTENTIONS
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Future direction
NZHP will optimise its organisational performance and alignment with
shareholders to deliver maximum value for the cooperative as a whole
In 2015/16 NZHP conducted its first ever stakeholder survey. This was the key input into the
development of NZHPs Strategic Business Plan 2016/17 – 2018/19. The Plan aims to increase
our organisational performance, continue to improve alignment with our shareholders and
to deliver value now and in the future.
This will be achieved through five key work streams:
1.
2.
3.
4.
5.

People
Process
Delivery
Align
Value

Diagram 1 – NZHP Strategic Business Framework

Strategic work streams
All work streams, even those ostensibly with an internal emphasis, are focusing on delivering
value for shareholders.
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1. People
Outcome: Skilled and engaged people focused on the needs of our customers (DHBs)
We will employ people with not just technical skills but the ability to build relationships and
communicate clearly. We will create a culture and performance systems that ensure our
people are motivated, listen to their customers and remain focused on the commitments we
make to our shareholders in planning documents and day-to-day interactions. We will
embed and promote good workplace health and safety practices.
2. Process
Outcome: Shareholders trust our organisational capability
We will map, prioritise and implement a plan to improve all of our internal processes from
risks and issues management through to working with our shareholders on the development
and implementation of an agreed Decision Making Framework. The latter was discussed
extensively at our March 2017 Shareholders’ Meeting and the DHB directors and senior
leaders present unanimously endorsed the need to prioritise this work. We are also focused
on reducing our administration costs through better management practices and targeted
improvement initiatives.
3. Delivery
Outcome: Quality delivery of existing Programmes and Services
We will maximise the value generated from DHBs’ current investment in our programmes
and services by refreshing our programme and vendor management processes and through
the central focus of improving DHBs’ return on investment in procurement. Moving on from
“benefits” to a more evolved Value Framework is another priority for this work stream. This
too was prioritised at our March 2017 Shareholders’ Meeting.
4. Align
Outcome: Aligned with shareholders building trust and agility
We will broaden our communications and engagement reach into full DHB Boards and
senior leadership teams and will establish an effective clinical engagement model as
part of our work implementing the Procurement Operating Model. We will also focus
on understanding the unique drivers and circumstances of each DHB to help inform the
Decision Making Framework and shape value propositions particular to each of our
shareholders.
5. Value
Outcome: Generating sustainable value for DHBs
We will facilitate the development of a shared vision for how we want to leverage the
cooperative’s national scale and strength. This will include working with our
shareholders to identify the challenges and opportunities that will benefit from a
nationally coordinated DHB-driven response. Without losing focus on our current work,
we will engage with the sector to identify ways to innovate or leverage greater value
from our current programmes and services. There may be fresh areas of opportunity to
explore, although this will be a secondary focus.
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Strategic Alignment
Through our day-to-day work and by delivering on our strategic work streams we are key
contributors to the government’s goals of having an effective, integrated and innovative
Health and Disability Sector that enables New Zealanders to live well, stay well and get well.
All of programmes and services align to the five themes and goals of the refreshed New
Zealand Health Strategy, as shown in Diagram 2.
Diagram 2 – NZ Health Strategy: 5 Strategic Themes
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Our programmes, services and
management
Our programme teams work with the DHB-led governance and
advisory groups to deliver fit for purpose solutions. Once
implemented, programmes transition to a service which we manage
on DHBs’ behalf.

Programme
With the National Infrastructure Platform programme completed in June 2017, NZHP
currently manages one programme, the National Oracle Solution (NOS). NZHP manages
this programme alongside DHB experts and leaders in the NOS Business Owners Forum
and Programme Steering Committee.

NATIONAL ORACLE SOLUTION
Every year, DHBs spend about $1.3 billion buying goods and services, including everything
from cotton wool buds through to hospital beds. Traditionally the purchasing of these goods
and services has been done in a variety of ways across the 20 DHBs, with no single register or
process for handling the transactions.
NOS is a common software solution which will replace the many systems DHBs currently use
to order, store and pay for goods and services. Once in place, for the first time the sector will
have visibility of the amount all 20 DHBs spend on individual goods and services. This will
enable the bulk buying power of the sector to be leveraged for procurement initiatives –
ensuring value for money and the right tools for the job.
Focus for 2017/18
In 2017/18 the build of the technology and supporting infrastructure for NOS will be completed
and tested, ready for roll out. Implementation for NOS is structured in multiple waves, with Bay
of Plenty, Canterbury, Waikato and West Coast DHBs first to go live on the new system. A
change programme of this magnitude is challenging. We will capture lessons learned which will
be used to inform both the planning and the implementation activities for future waves.
Ultimately the DHBs will lead their own implementation and change management processes,
with support from NZHP as requested.
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Services
NZHP currently manages four commercial services on behalf of DHBs: Shared Banking,
Collective Insurance, DHB Procurement and Food Services. These services deliver both
qualitative and financial value to DHBs.

SHARED BANKING and COLLECTIVE INSURANCE
Shared Banking
On any given day NZHP manages a cash balance of between $300m to $1.4b for the sector.
Unlike the other services where we act as a vendor manager, NZHP delivers the banking
service itself. We invest funds held in a range of low risk investments to optimise the return
on funds and minimise fees, while ensuring sufficient cash is available to meet all DHBs’
needs.
Focus for 2017/18
In 2017/18 we will transition to BNZ as the new Shared Banking provider. This new contract
will substantially reduce the costs of transactional banking, minimise the cost of working
capital and term borrowing facilities and maximise returns for credit balances. The DHBs will
receive better individualised customer service with 33 BNZ Partner Centres throughout the
country.

Collective Insurance
Collectively DHBs have assets valued around $15b. On behalf of DHBs, NZHP seeks to
negotiate the best insurance deal available on a collective basis.
Working together means the sector can offer insurers a portfolio that is geographically
spread with a high level of risk identification and management processes in place.
Substantial cover is gained as a result from a comparatively lower premium, compared to if
each DHB were to insure on an individual basis.
Focus for 2017/18
In 2017/18 we will negotiate a new Collective Insurance Agreement to provide services from
2018/19 and onwards. In advance of putting the tender process in place, DHBs will join the
All of Government Broker Panel which will tender and negotiate a longer term collective
contract. It will involve the marketplace’s best pricing for Liability Package, Motor Vehicle,
Travel and Personal Accident insurance policies.
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DHB PROCUREMENT
DHB Procurement includes both implementation of the wider sector Procurement Operating
Model as well as delivery of National Procurement Service itself.

Operating Model
In March 2017, DHB Chief Executives unanimously approved the health sector’s new
Procurement Operating Model. The Operating Model guides how the DHB Procurement
Strategy will be operationalised. This covers approach, functions and roles within the sector.
Under the Joint Procurement Authority, NZHP will support implementation of the model
over the next two to three years. Within the model, roles and responsibilities are defined for
the Ministry of Business Innovation and Employment, PHARMAC, NZHP (national activity)
and DHBs (working both collaboratively together or locally where DHBs purchase goods and
services for their individual use).

National Procurement Service
Under the new Operating Model, NZHP took over the healthAlliance National Procurement
Service from 1 May 2017. This included category and contract management, aligned
planning, quality (process and standards oversight), strategic relationship management, and
business information.
PHARMAC will incrementally take over medical device procurement over the next three
years, while other procurement will eventually be handled collaboratively and locally. NZHP
will work directly with PHARMAC and DHBs to manage this process.
Focus in 2017/18
In 2016, the DHB Procurement Strategy was endorsed by DHBs and approved by the NZHP
Board. It represents a commitment to a collective way of working. This approach can extend
the strategic reach of procurement to enable greater leverage of the national health spend
and establish mutually beneficial relationships with suppliers. Savings attained through more
effective sourcing and procurement practices create opportunities to reinvest in growth,
personnel, facilities or other products and services.
In March 2017, DHBs approved a Procurement Operating Model including establishment of a
new Procurement Service from 1 May 2017. In 2017/18 we will provide a Centre-led
National Procurement Service for DHBs, delivering agreed procurement needs and managing
contracts for the provision of clinical and non-clinical goods. It will involve contract
management, clinical product coordination, and supplier relationship management and
technology solutions to enable reductions in administrative and transactional costs.

Statement of Intent 2017-2021 and Statement of Performance Expectations 2017/18

Page 15 of 41

FOOD SERVICES
Under the Food Services Agreement (FSA), Compass Group NZ is contracted to provide patient
meals, meals-on-wheels, cafeteria services, ward supplies and optional services for six DHBs.
NZHP’s focus is on ensuring appropriate governance, contract and vendor management are in
place to ensure our participating shareholders receive the best service possible.
Focus for 2017/18
In 2017/2018 we will establish the revised FSA governance model and progress the
expectations of the participating DHBs to renegotiate elements of the Terms and Conditions of
the FSA to reflect the smaller participation level and maximise service delivery and commercial
opportunities for all parties involved. We will commence delivery of the three year operating
plan, and activate the tracking and reporting of benefits under the Compass Group NZ contract.
The stated FSA benefits expectation is $1.8m per annum over the life of the contract.

Management
ORGANISATIONAL CAPABILITY
NZHP’s work is supported by a lean team providing a range of core functions including
Finance, Risk Management, Audit and Compliance; as well as Strategy, Business
Performance, Human Resources, Change Management, Communications and Engagement.
These are collectively known as Organisational Capability.
Focus for 2017/18
In 2017/18 we will implement the Communications and Engagement Strategy to ensure
improved communication from all levels of the organisation and further enhance
relationships with key DHB stakeholders. The execution of the People Strategy will
continue to build a skilled and engaged workforce with the right capabilities, where
people are focused on our strategic priorities and commitments made to our
shareholders. In addition to the continuous improvement of finance, accounting, legal,
planning and performance processes, we will develop a range of corporate advancements
including the creation of a Decision Making Framework, a new Value Framework, and a
more effective Risk Management model.

Health, Safety and Wellbeing
NZHP is committed to promoting and maintaining the health, safety and wellbeing of our
management, staff and visitors. We expect a consistently high standard of professional and
personal behaviour in relation to matters of health and safety. An inherent culture of safety
evolves through working together in the development and participation of health, safety and
reporting processes.
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SECTION THREE

OUR PERFORMANCE

Statement of Intent 2017-2021 and Statement of Performance Expectations 2017/18

Page 18 of 41

Measuring our performance
The success of NZHP will be measured by its ability to deliver
fit for purpose programmes and services that meet our
shareholders’ expectations and enable them to realise
benefits.

Programmes
DHBs invest in the programmes we develop. Our programme team works with DHBs as
shareholders, co-creators and customers on the continued development and
implementation of shared services initiatives for the national good. Once a shared service
is built, it transitions to our service teams for delivery to our DHB customers.

NATIONAL ORACLE SOLUTION
The NOS Programme will design and build a single financial management information
system ready for DHB implementation. The programme represents a significant
investment for the sector and is a critical enabler for the National Procurement Service.
Table 1: NOS performance measures and targets 2017/18
#

Performance Measure

Target

Type

When

1

Ensure readiness of
Oracle Administration
Model

Key positions filled and capability in place.

Quality

30 June
2018

2

Complete Technology
Build

Solution acceptance testing successfully
completed.

Quality
Timeliness

30 June
2018

3

Complete Solution
Readiness

User acceptance testing successfully
completed.

Quality
Timeliness

30 June
2018

4

Preparation for First
Wave DHB
Implementation

Preparation for First Wave DHB
implementation completed with no open
action items, due to start 1 July 2018.

Quality
Financial
Timeliness

30 June
2018

Note: Planning for NOS design and build is underway, with detailed timelines scheduled
for completion 30 June 2018. In the event that the above target dates change, they will be
updated in the NZHP Quarter One Report 2017/18.
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Programmes Financial Perspective
Table 2: Programme financial budget for 2017/18
2017/18
Budget
$000’s
Revenue:
National Oracle Solution
National Infrastructure Platform (IBM settlement)
Total revenue

11,518
1,735
13,253

Expenditure:
National Oracle Solution
National Infrastructure Platform (IBM settlement)

11,518
1,735

Total Expenditure

13,253

Surplus/ (Deficit)

0
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Services
NZHP works in a commercial manner within a public sector environment to provide high
performing services that focus on creating efficiencies for DHBs. Our services teams
deliver qualitative and quantitative benefits to DHBs for Shared Banking, Colle ctive
Insurance, Food Services and Procurement.

SHARED BANKING and COLLECTIVE INSURANCE
Shared Banking
Banking and Treasury Services invests funds held in a restricted range of low risk
investments to optimise returns, while ensuring sufficient cash is available to meet all DHB
needs. We manage a cash balance of between $300m to $1.4b through Shared Banking
and Treasury functions.
Table 3: Shared Banking performance measures and targets 2017/18
#

Performance Measure

Target

Type

When

5

New banking service
provider implemented

Implementation of new banking service
provider for 2017/18.

Timeliness

31
December
2017

6

Delivery of efficient
shared banking service

Delivery of a value added banking service
including achievement of 0.10% minimum
deposit margin above OCR and $2.5
million total benefits.

Financial

30 June
2018

7

Delivery of effective
shared banking service

Delivery of shared banking service to
DHBs satisfaction.

Quality

30 June
2018

Collective Insurance
The Collective Insurance Service is responsible for managing the insurance requirements
for DHBs, various joint ventures and subsidiaries. Each insurance tender and contract is
made on a fit for purpose basis. Collectively DHBs have assets valued around $15b.
Table 4: Collective Insurance performance measures and targets 2017/18
#

Performance Measure

Target

Type

When

8

New collective
insurance agreement
implemented

Negotiation of new collective insurance
agreement completed and selected broker
is in place for 2018/19.

Timeliness

30 June
2018

9

Delivery of efficient
collective insurance
service

Delivery of value add collective insurance
service including achievement of $2.5m
total benefits.

Financial

30 June
2018

10

Delivery of effective
collective insurance
service

Delivery of collective insurance service to
DHBs satisfaction.

Quality
Timeliness

30 June
2018
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DHB PROCUREMENT SERVICE
The DHB Procurement Service ensures DHBs achieve increased value from collective
procurement with a focus on clinical imperatives such as quality, safety, standardisation
and sustainability; reducing overall procurement costs and increasing real return on
investment; and by working with the DHBs as one team, for the national good.
Table 5: DHB Procurement Service performance measures and targets 2017/18
#

Performance Measure

11

Implementation of
structure to support
operating model

Type

When

Procurement capability and capacity is in
place to support the procurement
operating model.

Quality

30
November
2017

An operational clinical
engagement framework

A clinical engagement framework is
developed which supports the operating
model, approved by JPA and
implementation is underway.

Quality

Aligned governance
processes

Processes to support governance are in
place and aligned to the procurement
operating model.

Quality

14

Enhance planning across
multi-year processes

A rolling three-year plan for
procurement has been established,
operationalised and approved by JPA.

Timeliness

30
September
2017

15

Transition of nonnational contracts to
DHBs

Procurement capability and capacity
plans are in place to ensure DHBs are
ready to receive non-national contracts,
and all non-national contracts have been
moved to suitable owners/managers.

Timeliness

31
December
2017

16

Delivery of efficient
procurement service

Delivery of value-add procurement
service including achievement of $6.1m
total benefits.

Financial

30 June
2018

12

13

Target
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FOOD SERVICES
Food Services provides the contract and vendor management of the Food Services
Agreement (FSA) with Compass Group NZ, on behalf of Auckland, Waitemata, Counties
Manukau, Southern, Hauora Tairawhiti and Nelson Marlborough DHBs. Compass Group NZ
provides approximately 60 per cent of all patient meals served in New Zealand hospitals
as well as other services such as Meals on Wheels.
Table 6: Food Services performance measures and targets 2017/18
#
17

18

19
20

Performance Measure

Target

Type

Transition programme
to active contract
management

Vendor and customer relationship
management framework is in place with
active reporting and tracking of benefits
realisation.

Quality

Implement revised FSA
governance model

Establishment of FSA Contract
Management Group and associated
strategy and operating model, with
participation from all six DHBs.

Quality

Three-year operating
plan

Delivery and sign off of one to threeyear operating plan.

Quality

Delivery of efficient
food service

Delivery of value-add food service
including achievement of $1.8m total
benefits.

Financial
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ORGANISATIONAL CAPABILITY
NZHP’s core functions including Finance, Risk Management, Audit and Compliance; as well
as Strategy, Business Performance, Human Resources, Change Management,
Communications and Engagement are collectively known as Organisational Capability.
Table 7: Organisational Capability performance measures and targets 2017/18
#

Performance Measure

Target

Type

When

21

Embed Change
Management
Framework

Change Management Framework
reviewed and applied to Programmes
and Services as required.

Quality

30 June
2018

22

Implement
Communications and
Engagement Strategy

Detailed activity plan developed and
implemented.

Quality

30 June
2018

23

Decision Making
Framework

Development and implementation of
agreed Decision Making Framework.

Quality
Timeliness

30 June
2018

24

Implement People
Strategy

Progress against the 10 strategic work
streams in line with activity plan.

Quality

30 June
2018

25

Enhance internal
processes

Deliver consistent, robust and
sustainable processes across NZHP.

Quality

30 June
2018

26

Delivery of effective
Corporate Services
functions

On time delivery and continuous
improvement of finance, accounting and
legal services provided to NZHP and our
stakeholders.

Quality
Timeliness

30 June
2018

27

Enhance Planning and
Performance function
and processes

Planning and Performance framework
and processes developed and
implemented.

Quality

31 August
2018

28

Value Framework

Value framework and processes
developed and embedded.

Quality

30 June
2018

29

Delivery of effective
Risk Management

Enhance risk management culture
across NZHP.

Quality

30 September
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Services Financial Perspective
Table 8: Services financial budget for 2017/18
2017/18
Budget
$000’s
Revenue:
Shared Banking and Collective Insurance
Interest Revenue from Shared Banking Facility
Shared Banking and Insurance Operations

12,000
603

Organisational Capability

5,105

National Procurement Service

4,850

Total Revenue

22,558

Expenditure:
Shared Banking and Collective Insurance
Interest Expense from Shared Banking Facility
Shared Banking Operations

12,000
603

Organisational Capability

5,090

National Procurement Service

4,850

Total Expenditure

22,543

Surplus/ (Deficit)

15
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Benefits
Benefits management is at the very heart of NZHP’s purpose.
In conjunction with our shareholders, programmes are
identified, assessed, prioritised, developed and implemented
with the singular purpose of delivering benefits to DHBs and
contributing to the health and wellbeing of New Zealanders.
A benefit is defined as a clear financial or performance
improvement. This may include building organisational
capabilities, delivering efficiencies or effectiveness, or clinical
improvements. Whether financial or performance-based all
benefits ultimately contribute to better health outcomes. As
such, ‘Value’ is a term the better encapsulates the breadth of
gains that can be made across the sector.
In 2017/18 NZHP and its shareholders will work together to
develop a Value Framework. This Framework will define the
problem or opportunity, the value proposition of a programme
or project, as well as the standards around measuring, tracking
and reporting on the gains made. The Value Framework will
incorporate the existing Benefits Management Framework.
Alongside our own programmes and services, NZHP is
responsible for coordinating and reporting the aggregated
sector benefits based on information provided by DHBs and
third party providers such as PHARMAC and Ministry of
Business, Innovation and Employment. The benefits reported
by NZHP are realised and owned by the DHBs.

BUDGETARY BENEFITS
Budgetary benefits are defined as the
incremental annual change, primarily
cash, which has a clearly defined
impact on the Statement of
Comprehensive Income. These
benefits result in a budget line
reduction, compared with the prior
year.
NON-BUDGETARY BENEFITS
Non-Budgetary benefits are defined as
those that form part of the business
case that do not meet the definition
of Budgetary. There are three general
components:


Cost Avoidance: Cash that would
have been spent is now totally
avoided or reallocated as a result
of the business case.



Cumulative benefits: are those
that are carried forward from
previous years, whether they
were originally budgetary or nonbudgetary in nature.



Qualitative benefits: accrue from
associated activity as a result of a
business case and need to be
reported in some way. Also
referred to as non-financial
benefits, in some cases it may be
too difficult to quantify these
reliably.
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Benefits Estimates
Table 9: Estimated Total Benefits for Programmes and Services 2017/18.
Estimated
2017/18
$000
PROGRAMME
Total Annual Benefits
Budgetary
Non-Budgetary
SERVICES
1
National Procurement - NZHP
Budgetary
Non-Budgetary
2
National Procurement – MBIE
Budgetary
Non-Budgetary
Food Services
Budgetary
Non-Budgetary
Shared Banking
Budgetary
Non-Budgetary
Collective Insurance
Budgetary
Non-Budgetary
3
DHB Procurement
Budgetary
Non-Budgetary
Total Annual Benefits
Budgetary
Non-Budgetary
TOTAL ANNUAL BENEFITS

0
0

2,500
18,000
0
10,900
0
1,810
0
2,500
0
2,500
3,400
8,800
5,900
44,510
50,410

1. National Procurement - NZHP includes the National Procurement Service provided by NZHP and
PHARMAC contracts (pending the full transition of medical device procurement to PHARMAC).
2. National Procurement - MBIE includes benefits from All of Government contracts, as reported by
MBIE.
3. DHB Procurement includes DHB individual and DHB collaborative procurement.
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Assessing performance
Our performance will be assessed against the following four ratings categories:
Table 10: Performance assessment ratings
Performance Rating
Description

●
●
●
●

Achieved

On target or better.

Substantially achieved

95% to 99.9% achieved.
0.1%-5% away from target.

Not achieved, but progress
made

90% to 94.9% achieved.
5.1% to 10% away from target and improvement on previous year.

Not Achieved

<90% achieved.
>10% away from target; or 5.1% to 10% away from target and no
improvement on previous year.

The perspectives that underpin our assessment of performance are quality, financial and
timeliness.
Table 11: Performance categories
Perspective
Description
Quality
This will measure the quality of the delivery of programmes and services.
Measures may be related to post-implementation reviews, quality assurance
reviews, peer reviews, and stakeholder and shareholder engagement.
Financial
This will report performance against the projected costs and benefits for financial
measures.
Timeliness
The programmes and services will have progress measured against agreed
milestones to determine if they are delivery on schedule.

Reporting performance
The performance of output classes will be reported in NZHPs’ Annual and Quarterly Reports to
our Shareholders.
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SECTION FOUR

FINANCIAL
STATEMENTS
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Financial statements
1.1

Prospective Statement of Financial Performance by Output Class

For the year ending 30 June 2018
2015/16

2016/17

2017/18

Actual

Forecast

Budget

$000

$000

$000

7,777

12,060

13,253

Output Class 2: Services

46,249

33,511

22,558

Total Revenue by Output Class

54,026

45,571

35,811

Output Class 1: Programmes

12,167

10,339

13,253

Output Class 2: Services

45,957

33,103

22,543

Total Expenditure by Output Class

58,124

43,442

35,796

Surplus/ (Deficit)

(4,098)

2,129

15

Revenue:
Output Class 1: Programmes

Expenditure:
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1.2

Prospective Statement of Comprehensive Revenue and Expense

For the year ending 30 June 2018
2015/16

2016/17

2017/18

Actual

Forecast

Budget

$000

$000

$000

21,631
219
28,385

27,162
86
18,300

23,796
15
12,000

Other revenue

3,791

23

0

Total Revenue

54,026

45,571

35,811

Expenditure:
Personnel costs
Depreciation and amortisation expense
Finance costs
- NZ Health Partnerships
- Shared banking

3,205
2,126
0
28,362

3,514
1,696
0
18,300

6,771
145
0
12,000

Other expenses

24,431

19,932

16,880

Total Expenditure

58,124

43,442

35,796

Surplus/ (Deficit)

(4,098)

2,129

15

Other Comprehensive revenue and expense

0

0

0

Total Other Comprehensive Revenue and Expense

0

0

0

(4,098)

2,129

15

Revenue:
Revenue from DHBs
Interest revenue -

NZ Health Partnerships
Shared banking

TOTAL COMPREHENSIVE REVENUE AND EXPENSE
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1.3

Prospective Statement of Financial Position

As at 30 June 2018
2015/16
Actual
$000

2016/17
Forecast
$000

2017/18
Budget
$000

Current Assets:
Cash and cash equivalents (incl. Shared Banking)
Receivables
Investments – DHB shared banking Facility
Prepayments
DHB Shared Banking Facility

110,566
9,077
120,000
48
26,691

114,683
10,037
130,000
1,504
26,584

98,302
10,586
150,000
1,456
26,478

Total Current Assets

266,382

282,808

286,822

Non-Current Assets:
Investment - DHB Shared banking Facility
Property, plant, and equipment
Intangible assets

20,000
78
55,757

0
47
55,755

0
33
54,706

Total Non-Current Assets

75,835

55,802

54,739

342,217

338,610

341,561

Current Liabilities:
Payables
DHB Shared Banking Facility
Employee entitlements
Income in Advance

10,446
269,469
177
1,307

7,165
268,288
210
0

7,827
270,599
173
0

Total Current Liabilities

281,399

275,663

278,599

Non-Current Liabilities:
Employee entitlements

0

0

0

Total Non-Current Liabilities

0

0

0

281,399

275,663

278,599

60,818

62,947

62,962

Contributed Capital
Accumulated surplus / (deficit)

64,916
(4,098)

60,818
2,129

62,947
15

Total Equity

60,818

62,947

62,962

ASSETS

Total Assets
LIABILITIES

Total Liabilities
Net Assets
EQUITY
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1.4

Prospective Statement of Changes in Equity

For the year ending 30 June 2018
2015/16

2016/17

2017/18

Actual

Forecast

Budget

$000

$000

$000

0

60,818

62,947

(4,098)

2,129

15

Contributed Capital

64,916

0

0

Balance at 30 June

60,818

62,947

62,962

Balance at 1 July
Total Comprehensive Revenue and Expense for the year
Owner Transactions
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1.5

Prospective Statement of Cash Flows

For the year ending 30 June 2018
2015/16

2016/17

2017/18

Actual

Forecast

Budget

$000

$000

$000

19,139

25,628

22,061

3,625

23

0

28,787

18,386

12,015

(24,084)

(18,193)

(15,145)

Cash flows from Operating Activities:
Receipts from DHBs
Receipts from other revenue
Interest received
Payments to suppliers
Payments to employees

(3,244)

(3,514)

(6,771)

(29,607)

(18,300)

(12,000)

(223,755)

(103,873)

(121,268)

368

596

257

(228,771)

(99,247)

(120,851)

330,000

340,000

340,000

(6)

(1)

0

(3,735)

(1,635)

(530)

(235,000)

(235,000)

(235,000)

91,259

103,364

104,470

248,078

0

0

Proceeds from borrowings

0

0

0

Repayment Interest

0

0

0

Net Cash Flow from Financing Activities

248,078

0

0

Net (decrease)/increase in cash and cash equivalents

110,566

4,117

(16,381)

Cash and cash equivalents at the beginning of the year

0

110,566

114,683

110,566

114,683

98,302

Interest paid
Net DHB Sweep account movements with DHBs
Goods and services tax (net)
Net Cash Flow from Operating Activities
Cash flows from Investing Activities:
Funds from Deposit
Purchase of property, plant, and equipment
Purchase of intangible assets
Funds to Deposit
Net Cash Flow from Investing Activities
Cash flows from Financing Activities:
Cash transferred

Cash and cash equivalents at the end of the year
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Notes to the Prospective Financial
Statements
Statement of Accounting Policies
REPORTING ENTITY
NZ Health Partnerships Limited (NZHP) is a Crown entity as defined by the Crown Entities Act
2004 and is domiciled and operates in New Zealand. The relevant legislation governing NZHP
operations include the Crown Entities Act 2004. NZHP is a multi-parent Crown subsidiary,
owned by the 20 District Health Boards, which have equal Class A shareholding and voting
rights.
NZHP’s primary objective is to operate as a cooperative undertaking, and enable DHBs to
collectively maximise shared services opportunities for the national good.
NZHP has designated itself as a public benefit entity (PBE) for financial reporting purposes.
BASIS OF PREPARATION
The prospective financial statements are based on policies and approvals in place as at 1 July
2017. The prospective financial statements set out NZHP activities and planned performance.
The use of this information for other purposes may not be appropriate. These prospective
financial statements have been prepared on the basis of assumptions of future events that
NZHP reasonably expects to occur and associated actions that NZHP reasonably expects to take
at the date that this information was prepared.
STATEMENT OF COMPLIANCE
These prospective financial statements have been prepared in accordance with the
requirements of the Crown Entities Act 2004, which includes the requirement to comply with
Generally Accepted Accounting Practice in New Zealand (NZ GAAP).
The prospective financial statements have been prepared to comply with PBE Standards for a
Tier 1 entity.
The prospective financial statements have been prepared for the special purpose of the
Statement of Performance Expectations 2017/18 of NZHP for its shareholders. They have not
been prepared for any other purpose and should not be relied upon for any other purpose.
These statements will be used in our Annual Report as the budgeted figures. The Statement of
Performance Expectations narrative informs the prospective financial statements and the
document should be read as a whole.
The preparation of prospective financial statements in conformity with PBE FRS 42 requires the
Board and management to make good judgements, estimates, and assumptions that affect the
application of policies and reported amounts of assets and liabilities, income, and expenses.
The prospective financial statements were approved by NZHP’s Board on 16 May 2017. The
Board is responsible for the prospective financial statements presented, including the
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assumptions underlying the prospective financial statements and all other disclosures. The
Statement of Performance Expectations is prospective and as such contains no actual operating
results. It is not intended that these prospective financial statements will be updated.
MEASUREMENT BASE
The prospective financial statements have been prepared on a historical cost basis.
Presentation currency and rounding
The financial statements are presented in New Zealand dollars and all values are rounded to
the nearest thousand dollars ($000).

Significant Accounting Policies
REVENUE
Interest Revenue
Interest revenue is recognised using the effective interest method. Interest revenue on an
impaired financial asset is recognised using the original effective interest rate.
EXPENDITURE
Finance Costs
Borrowing costs are recognised as an expense in the financial year in which they are incurred.
Goods and Service Tax
All items in the financial statements are presented exclusive of goods and service tax (GST),
except for receivables and payables, which are presented on a GST-inclusive basis. Where GST
is not recoverable as input tax then it is recognised as part of the related asset or expense. The
net amount of GST recoverable from, or payable to, the Inland Revenue Department (IRD) is
included as part of receivables or payables in the statement of financial position.
The net GST paid to, or received from IRD, including the GST relating to investing and financing
activities, is classified as a net operating cash flow in the statement of cash flows.
Commitments and contingencies are disclosed exclusive of GST.

Income Tax
NZHP is a public authority and consequently is exempt from the payment of income tax.
Accordingly, no provision has been made for income tax.

Critical Accounting Judgments and Estimates
In preparing these financial statements, NZHP has made estimates and assumptions concerning
the future. These estimates and assumptions may differ from the subsequent actual results.
Estimates and assumptions are continually evaluated and are based on historical experience
and other factors, including expectation of future events that are believed to be reasonable
under the circumstances.
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Critical Judgment in Applying Accounting Policies
Management has exercised critical judgements in applying accounting policies for the
capitalisation of the National Oracle Solution (NOS) programme. Refer notes below.

Accounting Policy
REVENUE
Funding from DHBs
NZHP is funded through revenue received from the DHBs, which is restricted in its use for the
purpose of NZHP meeting its objectives as specified in the Statement of Intent. The breakdown
of revenue of different output class is on pages 20 and 25. Revenue is recognised as revenue
when earned and is reported in the financial period to which it relates.
PERSONNEL COSTS
Superannuation schemes
Defined benefit schemes
NZHP has no obligations to contribute to any defined benefit superannuation funds.
Defined contribution schemes
Obligations for contributions to Kiwi Saver are accounted for as defined contribution
superannuation schemes and are recognised as an expense in the surplus or deficit as incurred.
OTHER EXPENSES
Operating leases
An operating lease is a lease that does not transfer substantially all the risks and rewards
incidental to ownership of an asset to the lessee. Lease payments under an operating lease are
recognised as an expense on a straight - line basis over the lease term. Lease incentives
received are recognised in the surplus/deficit as a reduction of rental expense over the lease
term.
CASH AND CASH EQUIVALENTS
Cash and cash equivalents include cash on hand, deposits held at call with banks and other
short-term highly liquid investments with original maturities of three months or less. All
investments are held in New Zealand. These include the DHB Shared Banking sweep account
and NZHP operational account.
RECEIVABLES
Receivables are initially measured at fair value and subsequently measured at amortised cost
using the effective interest method, less any provision for impairment.
INVESTMENTS
Bank term deposits
Investments in bank term deposits are initially measured at the amount invested.
After initial recognition, investments in bank deposits are measured at amortised cost using the
effective interest method, less any provision for impairment.
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PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment consist of the following asset classes: leasehold improvements,
furniture, and office equipment and information technology.
Property, plant and equipment are shown at cost, less any accumulated depreciation and
impairment losses.
Additions
The cost of an item of property, plant and equipment is recognised as an asset only when it is
probable that future economic benefits or service potential associated with the item will flow
to NZHP and the cost of the item can be measured reliably.
Work in progress is recognised at cost less impairment and is not depreciated.
In most instances, an item of property, plant and equipment is initially recognised at its cost.
Where an asset is acquired through a non-exchange transaction, it is recognised at its fair value
as at the date of acquisition.
Disposals
Gains and losses on disposals are determined by comparing the proceeds with the carrying
amount of the asset and are reported in the surplus or deficit.
Subsequent costs
Costs incurred subsequent to initial acquisition are capitalised only when it is probable that
future economic benefits or service potential associated with the item will flow to NZHP and
the cost of the item can be measured reliably.
The costs of day-to-day servicing of property, plant and equipment are recognised in the
surplus or deficit as they are incurred.
Depreciation
Depreciation is provided on a straight-line basis on all property, plant and equipment, at rates
that will write-off the cost (or valuation) of the assets to their estimated residual values over
their useful lives. The useful lives and associated depreciation rates of major classes of
property, plant and equipment have been estimated as follows:
Asset Type
Leasehold improvements
Furniture and office equipment
IT Hardware

Useful Life

Rate

5 – 14 years

7% - 21%

1.5 – 9.5 years

10.5% - 67%

2.5 – 5 years

20% - 40%

Leasehold improvements are depreciated over the unexpired period of the lease or the
estimated remaining useful lives of the improvements, whichever is the shorter. The residual
value and useful life of an asset is reviewed and adjusted if applicable, at each financial year
end.
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Impairment of property, plant and equipment
Cash generating assets
NZHP does not hold any cash-generating assets. Assets are considered cash-generating where
their primary objective is to generate a commercial return.
Non-cash generating assets
Property, plant and equipment and intangible assets held at cost that have a finite useful life,
are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment loss is recognised for the amount by
which the asset's carrying amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset's fair value less costs to sell and value in use.
Value in use is determined using an approach based on either a depreciated replacement
approach, restoration cost approach, or a service units approach. The most appropriate
approach used to measure value in use depends on the nature of the impairment and
availability of the information.
If an asset's carrying amount exceeds its recoverable amount, the asset is regarded as impaired
and the carrying amount is written-down to the recoverable amount. The total impairment loss
is recognised in the surplus or deficit. The reversal of an impairment loss is recognised in the
surplus or deficit.
INTANGIBLE ASSETS
Software acquisition and development
Acquired computer software licenses are capitalised on the basis of the costs incurred to
acquire and bring to use the specific software.
Staff training costs are recognised as an expense when incurred.
Costs associated with maintaining computer software are recognised as an expense when
incurred.
Costs associated with development and maintenance of NZHP website is recognised as an
expense when incurred. Costs that are directly associated with the development of software
for internal use are recognised as an intangible asset. Direct costs include software
development employee costs and an appropriate portion of relevant overheads.
Amortisation
The carrying value of an intangible asset with a finite life is amortised on a straight-line basis
over its useful life. Amortisation begins when the asset is available for use and ceases at the
date that the asset is derecognised. The amortisation charge for each financial year is
recognised in the surplus or deficit.
The useful lives and associated amortisation rates of major classes of intangible assets have
been estimated as follows:
Intangible Asset Type
Acquired computer software

Useful Life
2.5 – 3 years
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Impairment of intangible assets
Refer to the policy for impairment of property, plant, and equipment. The same approach
applies to the impairment of intangible assets.
CRITICAL JUDGEMENT IN APPLYING ACCOUNTING POLICIES
Capitalisation of National Oracle Solution
The National Oracle Solution (NOS, previously known as Finance Procurement and Supply Chain
(FPSC)) programme is a significant part of health sectors saving initiatives. The NOS programme
is set to improve the way goods and services are made available to DHBs for purchasing,
ordering, delivery storage and payment. A national approach to these services will combine the
purchasing power of DHBs, create visibility of stock and ensure a common financial language
across the health sector.
Throughout the development of the NOS programme, the assets that are created by the
programme will be held in Work in Progress (WIP). The NOS programme is not a single asset,
but a bundle of assets that are both tangible such as IT hardware and intangible, such as
software, policy manuals, process documentation, process maps, standard operating
procedures, reference materials and intellectual property. The costs that are directly associated
with the development of the NOS programme will be recognised as tangible or intangible
assets when it is in the location and condition necessary for it to be capable of operating in the
manner intended by management. Direct costs include project development employees,
contractors, consultants and apportionment of the relevant overheads.
Indirect costs are recognised as expenses when incurred and include: depreciation, software
licenses and software maintenance costs, for example.
Amortisation
The amortisation of the assets will begin once the asset is available for use (commissioned into
the fixed asset register) and will cease at the date that the asset is derecognised. The carrying
value of an intangible asset with a finite life is amortised on a straight line basis over its useful
life. The useful lives of NOS intangible assets have been estimated to be 15 years (life of the
contract).
Payables
Short-term payables are recorded at their face value.
Employee entitlements
Short-term employee entitlements
Employee benefits that are due to be settled within 12 months after the end of the period in
which the employee renders the related service are measured at nominal values based on
accrued entitlements at current rates of pay.
These include salaries and wages accrued up to balance date and annual leave earned to but
not yet taken at balance date.
A liability for sick leave is recognised to the extent that absences in the coming year are
expected to be greater than the sick leave entitlements earned in the coming year. The amount
is calculated based on the unused sick leave entitlement that can be carried forward at balance
date, to the extent that it will be used by staff to cover those future absences.
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A liability and an expense is recognised where there is a contractual obligation or where there
is a past practice that has created a constructive obligation and a reliable estimate of the
obligation can be made.
Long-term employee entitlements
NZHP does not have any employment agreement containing long service leave entitlements.
Equity
Equity is measured as the difference between total assets and total liabilities.
Borrowings
Borrowings are initially recognised at their fair value plus transaction costs. After initial
recognition, all borrowings are measured at amortised cost using the effective interest method.
Borrowings are classified as current liabilities unless NZHP has an unconditional right to defer
settlement of the liability for at least 12 months after balance date.
Financial Instrument Risks
NZHP activities expose it to credit risk, cash flow risk and liquidity risk. NZHP policy does not
allow any transactions that are speculative in nature to be entered into. It has policies and
procedures to ensure risks are low.
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