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section 1 – INTRODUCTION 
1-1. This paper outlines the financial reporting principles that apply to the District Health Board (DHB) sector, and sets down guidelines that apply to the DHB financial templates.  DHBs must comply with the reporting requirements set out in these guidelines.  This paper is updated each year and issued as part of the annual funding package.
1-2. There are five sections and two appendices in this paper:

a) This section introduces the financial templates. 

b) Section 2 covers underlying financial principles and some of the definitions used in the financial templates.  

c) Section 3 sets down the reporting requirements that DHBs must comply with when completing the financial templates. 

d) Section 4 explains the consolidation process and the associated elimination entries that are required in individual DHB financial statements, at the DHB sector level and for inclusion in the Financial Statements of the Government.  

e) Section 5 covers quality control, and the process for providing feedback and updating templates and the Requirements and Guidelines.
f) Appendix 1 contains a suggested format for the Monthly Commentary template.
g) Appendix 2 covers District Annual Plan assumptions, which are provided to assist DHBs plan for the price of inputs.  These assumptions are supplied as guidance, and are not prescriptive. 

Financial Templates

1-3. Financial templates are used by DHBs for reporting annual plan and monthly financial information to the Ministry.
1-4. There are nine financial templates:

a) District Annual Plan (DAP) Financial 

b) Revenue Reconciliation

c) Mental Health Financial Plan

d) Provider arm Price Volume Schedule (PVS) 

e) Funder arm PVS
f) Funder arm Electives Initiatives Schedule
g) Monthly Financial Template

h) Mental Health Quarterly Financial Template
i) Monthly Commentary.
1-5. All templates should be submitted via the File Transfer Process (FTP) or emailed to datateam@moh.govt.nz on, or before, the due date.  This is a central folder/email inbox that all members of the Financial Monitoring team can access.

District Annual Plan (DAP) Financial Template

1-6. This template shows full year figures for prior year audited financial statements (2008/09), current year forecast year-end results (2009/10) and three plan years (2010/11, 2011/12, 2012/13).
1-7. All figures must be presented under generally accepted accounting practice (GAAP) and be materially consistent with Crown accounting policies.
1-8. The DAP Financial template includes the Capital Plan worksheet, which records a DHB’s planned capital investment, distinguishing between balance sheet maintenance (baseline) capital expenditure and strategic capital expenditure.  DHBs are to clearly differentiate between projects approved or unapproved by the Minister.
1-9. Note, the major changes in 2010/11 financial template compared to last year relate to additional information required for Outsourced FTEs, Management/Administration Cap and expenditure relating to Repairs & Maintenance.
Revenue Reconciliation

1-10. This template is used to reconcile Ministry-sourced revenue in the DAP Financial template to Ministry expectations. Particular focus will be on side contracts and demand-driven revenue.

Mental Health Financial Plan Template

1-11. This template records planned ring-fence mental health revenue and expenses for DHB Provider and DHB Funds arms over the same period as the DAP Financial template.  The template is analysed by the Mental Health Commission and the Ministry’s Population Health Directorate.
Price Volume Schedule (PVS)
1-12. DHBs must complete three templates:
1. Provider arm revenue Price Volume Schedule
This schedule is a DHB of Service template and comprises two sheets:

· Provider arm internal revenue PVS - records the services that the DHB Funds arm will purchase from the DHB Provider arm with devolved funding

· Provider arm non-internal revenue PVS - reflects provider activity funded by other purchasers, such as CTA and ACC.

The total provider revenue figure must reconcile with the corresponding revenue line in the Provider arm sheet of the DAP financial template.
2. Funder arm expenditure Price Volume Schedule

This schedule intends to show all funding flows of the DHB Funds arm, which are not captured in the Provider arm revenue PVS.  These flows include:

· PBF$ paid to district private facilities/NGOs to provide services for the district’s DHB population

· PBF$ paid to non-district private facilities/NGOs to provide services for the district’s DHB population
· PBF$ paid to non-district DHB Provider arms to provide services for the district’s DHB population

· IDF funds flowing for payments made to district private facilities/NGOs to provide services for non-district DHB populations.
The purpose for identifying these four sources is to be able to understand Funds arm expenditure and link outputs through intervention logic to outcomes.

The total Funds arm expenditure figure must reconcile with the corresponding expenditure line in the Funds Arm sheet of the DAP financial template.

The format of both the Provider arm revenue PVS and Funder arm expenditure PVS templates have changed to a forecast-plan approach.  If DHBs are not able to provide forecasts for 2009/10 volumes then DHBs should use their plans for 2009/10.  
3. Funder arm Electives Initiative Schedule

Includes the details of services provided with the elective initiative funding, and includes volumes funded by the Orthopaedic (OI), Cataract (CI), and Elective Initiative (EI).  This is a DHB of Domicile template.
Further information on the PVS Schedules can be found under: http://www.nsfl.health.govt.nz/apps/nsfl.nsf/pagesmh/315/$File/DAP+guidelines.doc
Monthly Financial Template

1-13. The Monthly Financial template is in the same format as the DAP Financial template. This template records actual year to date balances.  Completed Monthly Reporting templates are due by the 12th of the month following the reporting month.

Mental Health Quarterly Financial Template

1-14. This template records quarterly actual and phased plan Mental Health data for DHB Funds and DHB Provider arms on the same basis as DAP.  
Monthly Commentary on Year to Date Performance
1-15. The Monthly Commentary focuses on why year to date variances against plan have occurred, identifies drivers of the variances, impact on any year end result and explains proposed solutions. Commentaries are due by the 13th of the month following the reporting month.
1-16. The commentaries have a key role in helping the Ministry form an overall view of the DHB sector’s financial performance, and are used to prepare the Ministry’s monthly report to the Ministers of Health and Finance (The Ministers) about the sector.  

1-17. Further information on variance requirements is available under Section 3, with a suggested format for the commentary in Appendix 1.
section 2 – FINANCIAL REPORTING PRINCIPLES
Financial Statements of the Government
2-1. These are prepared for the Government as a whole, that is, the Crown reporting entity specified in the Public Finance Act 1989.  The Crown reporting entity comprises:

a) Ministers of the Crown 

b) Departments 

c) Offices of Parliament 

d) State-owned enterprises 

e) Crown entities 

f) Reserve Bank of New Zealand 

g) Public Trust Office.
2-2. DHB monthly financial information is provided to the Treasury who consolidates this with information supplied by departments and other entities into the monthly Financial Statements of the Government.  These financial statements are published and inform Ministers, Members of Parliament, the financial markets and the public of how the Government is tracking financially compared with its forecasts.

DHB Funds Arm
2-3. DHB Funds arm receives devolved funds from the Crown and allocates the funds to providers, including to the DHB’s own hospitals.  

DHB Provider Arm
2-4. DHB Provider arm provides health and disability services and other non-core activities for the DHB.

DHB Governance and Funding Administration (DHB Governance Arm)

2-5. DHB Governance arm provides governance, management and administration activities relating to the allocation of funds.  

DHB Financial Statements

2-6. Cabinet minute CAB (00) M 15/10 requires DHB financial statements to separately detail each of the dimensions of DHB performance, that is, DHB Funds, DHB Provider and DHB Governance.  This is intended to maintain transparency and accountability in the allocation of funds by DHB Funds to the DHB Provider and other service providers.

2-7. Figure 1 below summarises the financial statements that DHBs are required to supply in financial template form.

Figure 1: Financial statements
	Financial Statements
	DHB Funds Arm
	DHB Provider Arm
	DHB Governance Arm
	Eliminations
	DHB Consolidated

	Financial Performance
	(
	(
	(
	(
	(

	Financial Position
	Combined Statement

	Movements in Equity
	Combined Statement

	Cash flows
	Combined Statement

	Supplementary information
	Inter-DHB and inter-Crown Entity eliminations


2-8. The financial statements must be presented under GAAP and be materially consistent with Crown accounting policies.
2-9. To comply with GAAP, DHBs are required to consolidate their subsidiaries and to equity account for their associates.

2-10. Transactions between the DHB arms are eliminated to enable the production of consolidated statements for the DHB as a whole.  

2-11. Supplementary information is required to fulfil Crown reporting requirements.  Transactions between DHBs need to be identified so that they can be eliminated, and not double-counted, during the consolidation of the DHB sector financial statements.  Transactions with other Crown reporting entities need to be identified so that they can be eliminated during the consolidation of the Financial Statements of the Government.

Common Chart of Accounts (CCoA)
2-12. The Common Chart of Accounts (CCoA) is a nationally consistent chart of accounts that applies to all DHBs and their subsidiaries.  The CCoA establishes the financial reporting coding system that must be used for financial reporting to the Ministry.  The 6000 code series in the CCoA also applies to the Ministry.
2-13. For 2010/11 version 4.10 of the CCoA applies.

2-14. For detail about the numbering scheme and account codes, refer to the current version of the CCoA on the Ministry’s nationwide service framework website.  

General Ledger Structure

2-15. DHBs should be able to produce all of the financial statements in Figure 1 (refer paragraph 2-7 above) within one general ledger, by creating and grouping Responsibility Centres to capture the activities of the three arms.   

2-16. The general ledger must use the current version of the CCoA. 
Materiality and Rounding Levels

2-17. All figures in the financial templates are rounded to the nearest thousand dollars ($000).  Materiality levels vary between worksheets in the financial templates depending on the level and class of transaction. 

2-18. Figure 2 shows the materiality levels used for various worksheets in the financial templates.

Figure 2: Materiality levels

	Transaction
	Materiality

	DHB
	$1,000

	Mental Health supplementary information
	$1,000

	Inter-DHB Eliminations
	$100,000

	Inter-Crown Eliminations
	$1M


Revenue and Expenses 

2-19. Revenue and expenses are defined in the current version of the CCoA.

section 3 – FINANCIAL REPORTING REQUIREMENTS

Financial Statements 

3-1. DHB financial statements must be prepared in accordance with GAAP and be materially consistent with Crown accounting policies.  

3-2. Revenue and expenses must not be offset in the financial statements.

DAP Financial Template

3-3. The DAP financial template is used to submit prior year audited actual results, current year forecast and plans for three years, including full phasing for the first plan year.

3-4. Prior year figures should be the previous years audited GAAP financial statements.
3-5. Current year figures should be the latest year-end financial forecasts. 
3-6. Monthly phasing must be provided for the first plan year in the DAP Financial template.
3-7. Full phasings are required in the final draft of the DAP Financial template for the 12 months of the plan.  The final draft of the 2010/11 DAP Financial template is due by 9am 12 March 2010.
3-8. The board approved DAP Financial template (including final phasings) are due by 9am 26 May 2010.  Corrections to phasing will be accepted until 31 July 2010.

3-9. Due to reporting timelines from Treasury (reports will be due on the 12th of the month following the reporting month) the final phasing presented by DHBs will need to be accurate as it will be used in the Ministry’s monthly reporting.
3-10. DHBs must not restate their future monthly phased plan unless approved by the Ministry.

3-11. Data input requirements are explained in the instruction worksheet in the DAP Financial template.
DHB Funds Arm - Statement of Financial Performance

MOH Devolved Funding

3-12. Ministry revenue devolved to DHBs must be recognised in the DHB Funds Arm initially, and then revenue relating to the DHB Provider should be allocated in accordance with the Funder Price Volume (PV) Schedule. 

3-13. MOH revenue must be recognised on an equal instalment basis each month over the period to which the funding applies.  For example, funding that has been signalled for the whole year will be recognised on a 1/12th basis each month.  For funding that applies to a part year (such as transferred service obligations) the funding will be recognised in proportion to the period covered, e.g. 1/6th each month for an obligation transferred on 1 January.

3-14. Elective funding is to be phased according to planned performance.
Other income

3-15. Interest income must be recognised on an accrual basis.
Expenses – Payments to Providers

3-16. Expenses must be allocated on an activity basis, to the extent that these expenses can be accurately measured. 

3-17. The DHB Funds arm must allocate internal revenue to the DHB Provider arm on an activity basis.  Internal revenue should agree with the Provider PV Schedule.

Inter-District Flows (IDFs)

3-18. IDFs are part of a managed process, with all payments made as automatic fixed monthly transfers between DHBs.  For most services the payments will match exactly to plan, however wash-ups may apply to inpatient services.

3-19. All IDF transactions should be recorded in the DHB Funds Arm as gross (i.e. inflows and outflows not netted off), and in accordance with the agreed IDF schedule supplied with the Ministry’s Funding Envelope. 

3-20. In the Funds arm worksheet, IDF revenue (i.e. inflows from other DHBs) is recorded separately from other devolved Vote Health revenue, distinguishing between IDFs for Mental Health services and IDFs for all other services.

3-21. IDF expenses reflect either outflows to other DHBs or expenses incurred on behalf of other DHB populations.  IDF outflows to other DHBs should be recorded in the IDF – Own DHB population expense line, in the relevant service area.  Expenses incurred on behalf of other DHB populations should be recorded against the relevant DHB Funds arm expense lines. 

3-22. DHBs may choose to expand out the treatment of IDFs in their own accounts by detailing the services purchased.  This should be based on existing service account codes, or aggregations of these.

DHB Governance - Statement of Financial Performance

3-23. DHB Governance covers the following key activities:

a) the DHB Board

b) the advisory committees to the Board, such as the Community and Public Health Advisory Committee, Disability Support Advisory Committee and Hospital Advisory Committee  

c) managing DHB Funds Arm activities.
3-24. The current version of the CCoA explains which expenses should be recorded in DHB Governance.

3-25. DHBs should allocate enough revenue to DHB Governance to adequately cover its costs.  DHB Governance is expected to breakeven.

DHB Provider – Statement of Financial Performance

Government and Crown Agency sourced revenue

3-26. The Ministry funds DHB Providers directly for services provided under non-devolved contracts, such as DSS Under 65s and Public Health.  Revenue for these contracts is not included in the Funding Envelope.

3-27. Direct revenue from the Ministry should be recorded against the relevant MOH - Service area revenue line in the DHB Provider.  Such revenue should be recorded in the DHB Provider, regardless of whether it is paid through the Crown Funding Agreement or directly.

3-28. Clinical Training Agency (CTA) revenue should be recognised in the DHB Provider arm, as CTA costs are funded directly by the Ministry.

3-29. The internal revenue line in the DHB Provider should equal the sum of the internal revenue lines in the Eliminations worksheet of the financial templates.

3-30. Equity injections and temporary cash advances must not be recorded as revenue.  Equity injections should be recorded in the Statement of Movements in Equity as either Equity Injections-Capital or Equity Injections-Deficit Support.  Temporary cash advances should be recorded under Current Liabilities in the Statement of Financial Position.

Other Revenue

3-31. To ensure consistency across DHBs, revenue received from any fringe businesses, and any associated costs and assets, should be included in the DHB Provider.

3-32. In the supplementary information section of the DHB Provider Statement of Financial Performance, DHBs should record all donations income (regardless of source or purpose) under account code 1855 – Donations; other than Bequests, which should be recorded under account code 1854.

Allocations Across Arms

3-33. Transactions should be recorded directly against the respective arm at source wherever possible to keep internal reallocation of costs to a minimum.  For example, salaries paid to personnel directly involved in DHB Governance should be recorded against DHB Governance by the payroll system.  

3-34. The relevant portion of shared costs (e.g. corporate office, facilities costs) should be allocated to the relevant arm of the DHB on the basis of time spent in each arm.
Donated Assets
3-35. Assets donated to DHBs after 1 December 2003 are eligible for exemption from capital charge. In the supplementary information section of the DHB Provider Statement of Financial Performance, DHBs should record the net book value at balance date of assets donated since 1 December 2003 (code 111 in the template).  This data will be used in the capital charge calculation.  
Full-Time Equivalents (FTEs) 

3-36. The “Accrued FTEs” measure was introduced in 2006/07.

3-37. The measure counts accrued employee hours in an entire reporting period, standardised to the number of weekdays in the period, and includes permanent, temporary and casual employees who are paid through DHB payroll systems. 

3-38. DHBs must measure the FTEs recorded in their 2010/11 financial templates using the Accrued FTEs measure.   

Revenue Reconciliation Template
3-39. The Revenue Reconciliation template must be provided at the same time as the DAP Financial template.

3-40. DHB Funds and DHB Provider revenue lines in the Revenue Reconciliation must agree to the revenue disclosed in the DAP Financial template. 

3-41. For DHB Funds, the MOH devolved funding and Inter-District Flows must reconcile with the Funding Envelope from the Ministry.  Any variances must be fully explained.

3-42. DHB Provider revenue must agree with non-devolved contracts planned to be held with the Ministry.

3-43. Non-devolved contract information should be detailed separately in the Revenue Reconciliation template, wherever possible, so that it is easier to trace revenue to Ministry contracts or programmes.

Mental Health Financial Templates

Funds Arm Worksheet
3-44. The Funds arm worksheet records all devolved Mental Health funding and expenses relating to the Mental Health ring-fence.

3-45. Total revenue and expenses must agree to Mental Health figures reported in the Funds arm worksheet of the DAP Financial/Monthly Reporting templates.

3-46. Expenses should be reported according to the categories listed in the Funds arm worksheet, and items reported under “Other” should be kept to a minimum.  Transfers to the DHB Provider should be allocated across the correct account codes and not all coded to “Other”.

3-47. Accumulated Mental Health ring-fence surpluses and deficits carried forward must be reported in the Funds arm worksheet.

Provider worksheet

3-48. The Provider worksheet should reconcile to the Mental Health section of the Eliminations worksheet in the DAP Financial/Monthly Financial templates.

3-49. Provider expenses should include Mental Health’s share of administration overheads.

3-50. All direct expenses should be assigned, and then professional judgement applied in determining the appropriate allocation of the remaining costs with reference to the principles in the Common Costing Standards. 

Monthly Financial Template
3-51. Completed Monthly Reporting templates must be submitted to the Ministry by the 12th of the month following the reporting month.

3-52. The results reported in the financial templates must agree with the results reported by DHBs to their Boards.

3-53. Data input requirements are explained in the instruction worksheet in the Monthly Reporting template.
3-54. The Ministry will send out the template in June 2010.
Mental Health Quarterly Template

3-55. Completed template must be submitted to the Ministry by the 20th of the month following the reporting quarter.

3-56. Data input requirements are explained in the instruction worksheet in the MH quarterly template.
3-57. The Ministry will send out the template in June 2010.
Monthly Commentary on Year to Date Performance
3-58. The Ministry will comment to the Ministers against year to date figures.

3-59. The Monthly Commentary must be submitted by the 13th of the month following the reporting month.

3-60. The Commentary should explain significant year to date actual variances against plan with particular emphasis on the consolidated result, including:

a) the underlying driver(s) and meaningful explanations for the variances (including what the variance relates to and why the variance occurred),
b) steps the DHB will take to rectify the situation, and
c) any implication on year end result.
3-61. Some examples of suitable/not suitable explanations provided by NZ Treasury are:

Suitable

	Explanation 
	Year End Impact 

	-$170m Centenary concert has been cancelled, resulting in reduced revenue and expenses from the event. Expect to have lower than forecast future revenues/expenses as a result of cancellation. 
	-$400m 

	+$350m Sponsorship for the Good Times annual awards received earlier than expected (was expected in October). 
	Nil 


Not suitable
	Explanation 
	Why it is Unsuitable 

	“Timing difference” 
	It is not enough to attribute a variance to a timing difference without further explanation. What specific transaction was delayed, why was it delayed and when is it now expected to happen? 

	“The forecast was wrong” 
	Why was it wrong? If it was an error, what was the nature of the error and has it been fixed for next time? If events unfolded differently to those expected, what events were they and why did they not happen as expected? 

	“Expenditure was higher than forecast” 
	This is the definition of a variance, not an explanation for the variance arising. 


SECTION 4 – CONSOLIDATION 
Principles
4-1. The Public Finance Act 1989 and the Fiscal Responsibility Act 1994 require the Government to produce actual and forecast financial statements in accordance with GAAP and Crown accounting policies.  GAAP requires full line-by-line consolidation of all DHB revenue and expenses, assets and liabilities.

4-2. The Ministry reports consolidated DHB sector information to Treasury for incorporation into the Financial Statements of the Government.  This information is collected through the financial templates, and includes:

a) DHB Consolidated financial statements

b) Inter Crown eliminations as reported in the InterCrown-Elims worksheet 

4-3. Some of this information will be available from DHB general ledgers, some will need to be sourced from sub-ledgers of the general ledger, and some will need to come from other sources.

4-4. DHBs must provide sufficient information to provide consolidated reports on their performance.  These reports will be used in preparing consolidated reports on the performance of the DHB sector and for the Financial Statements of the Government.

4-5. During the year-end audit, Audit NZ and Treasury may seek further disclosures from DHBs to ensure that various Financial Reporting Standards have been complied with.  Any additional disclosures will be notified in the “DHB End of Financial Year Requirements” for the year-end audit.

Consolidation Adjustments

4-6. To avoid double-counting of transactions, the following three types of consolidation adjustment are made in the financial templates:
a) Intra-DHB Eliminations to produce consolidated financial statements for each DHB (Eliminations worksheet)
b) Inter-DHB Eliminations to produce consolidated financial statements for the DHB sector (InterDHB-Elims worksheet)
c) Inter-Crown Eliminations to produce the Financial Statements of the Government (InterCrown-Elims worksheet).
4-7. DHBs must complete the Eliminations, InterDHB-Elims and InterCrown-Elims worksheets of the financial templates.

Intra- DHB Eliminations

4-8. Transactions and balances between DHB Governance, DHB Funds and DHB Provider arms within a DHB must be disclosed in the Eliminations worksheet.  These transactions and balances are eliminated on consolidation in the DHB Consolidation worksheet. 

Inter-DHB Eliminations

4-9. Transactions and balances between DHBs must be disclosed in the InterDHB-Elims worksheet.

4-10. The two main types of transactions between DHBs are inter-district flows and inter-Provider transactions. 

Inter-District Flows (IDFs)

4-11. Revenue and expenses arising from inter-district flows between DHBs are eliminated through the InterDHB-Elims worksheet, on a DHB-by-DHB basis.  

4-12. IDF transactions and balances eliminated by a DHB should agree with the opposite side of the entry recognised by the other DHB to the transaction.  Each DHB is responsible to ensure that their transactions and balances agree. 
Inter-Provider transactions

4-13. Inter-Provider transactions refer to services purchased by one DHB Provider from another DHB Provider, such as radiography or lab tests.

4-14. Inter-Provider revenue and expenses should be eliminated through the InterDHB-Elims worksheet.
 Inter-Crown Entity Eliminations
4-15. The InterCrown-Elims worksheet lists codes for all the government departments, Crown entities and state-owned enterprises for which transactions and balances need to be identified.  

4-16. DHBs must supply all information required in the Inter-Crown Elims worksheet of the financial templates, about transactions with other entities within the Crown reporting entity (as defined in section 2, paragraph 1).  This includes material revenue and expense flows, asset and liability balances and cash flows.

4-17. Treasury sets the levels of materiality regarding the nature and size of transactions and balances that need to be declared.  

Identify regardless of size

4-18. The following transactions must be recorded in the InterCrown-Elims worksheet regardless of size:

a) Air New Zealand transactions

b) NZ Blood Service transactions

c) NZ Post transactions

d) ACC employer and residual claims premiums 

e) GST receivable/payable

f) funding from the Crown

g) interest paid on CHFA loans

h) capital charge paid.
4-19. Air New Zealand is a Crown company, and is made up of a number of individual companies including Air Nelson Ltd and The Mount Cook Group Ltd.
4-20. Air New Zealand travel booked through a travel agent or on credit card should be separated from other travel providers on statements of expenses, and be recorded in the InterCrown-Elims worksheet.  
4-21. New Zealand Post is a state-owned enterprise, and is also made up of a number of individual companies including CourierPost, SkyRoad Express, Pace!, Kiwibank, Transend, and Datamail.  
Identify if greater than $1M per annum per entity 

4-22. All other inter-Crown transactions should be recognised if expected to be greater than $1M per annum with an individual entity (e.g. electricity costs). 
4-23. Include amounts less than $1M during the year if the annual amount is expected to be greater than $1M.

4-24.  Treat each financial statement separately.  For example, if an expense with a CE is expected to be over $1M p.a., disclose it as a CE expense.  If the corresponding creditor is expected to be less than $1M during that year, exclude it (i.e. disclose it as a general creditor).

4-25. Specifically exclude any amounts not over the $1M threshold, even if the amounts can be identified easily.  The $1M should be strictly applied to ensure that eliminations ‘balance’ across entities. 
Specifically exclude 

4-26. The following transactions must be specifically excluded from the InterCrown-Elims worksheet:
a) Crown funding from the Ministry of Health (MOH) and its related entities (e.g. HealthPac and Clinical Training Agency)

b) motor vehicle registration fees
c) NZ Fire service levies

d) EQC premiums

e) ACC motor vehicle premiums

f) transactions to another Crown entity (for example, NZ Blood) or SOE via a third party (except for Air NZ travel through a travel agent)

g) FBT, PAYE, ACC earner premiums.
4-27. Funding from the Ministry is reported as revenue in the DHB Consolidation worksheet, and therefore does not need to be declared in the InterCrown-Elims worksheet.

4-28. Information on motor vehicle registration fees, NZ Fire Service levies and EQC premiums is not collected due to cost/benefit considerations. 
4-29. Tax flows such as ACC earners premium, PAYE, FBT are not classified as transactions within the Crown reporting entity, and therefore do not require elimination. 

Confirmations required from other entities
4-30. DHBs will have to obtain confirmation from another entity if assets/liabilities, revenue/expenses or cash flows with the other entity are expected to be more than $10M at any stage during the year

4-31. The onus to obtain confirmations is on the entity receiving the revenue or holding the asset. 
section 5 – QUALITY CONTROL
Quality Control Principles

5-1. DHBs must ensure that they:
a) have adequately trained staff and sufficient information technology in place to provide the financial information required

b) supply complete financial templates on time, and within Ministry’s required deadlines
c) supply data and information that is an accurate, consistent and complete representation of the facts.
5-2. Any material inaccuracies or inconsistencies in data/information supplied should be brought to the Ministry’s attention as soon as they are identified. 

Feedback about financial templates or the Requirements and Guidelines

5-3. If DHBs have any feedback or problems in respect of the financial templates or the Requirements and Guidelines, they can contact Bridget Hesketh on (04) 496-2409 or Sanjeet Kumar on (04) 816 2674 or email datateam@moh.govt.nz.
5-4. Issues raised by DHBs that relate only to their particular circumstances (e.g. their accounting system) will be dealt with on a case-by-case basis.

Process for changing financial templates and the Requirements and Guidelines

5-5. DHBs are responsible for correcting data input errors.  The Ministry is responsible for correcting template problems. 

5-6. These Requirements and Guidelines will be updated as required in response to changes in statutory and reporting requirements or in response to DHB feedback. 
APPENDIX 1 - DHB MONTHLY COMMENTARY ON YEAR TO DATE PERFORMANCE 
	DHB
	

	Period Ending
	


Consolidated Results

	Operating Results

	· Statement on overall financial performance to date.
· If there are material variances then identify the key drivers and for each driver explain the root cause, action taken or planned and an estimate impact on the year end result. 

· Note, if variance is timing related state what specific transaction was delayed, why was it delayed and when is it now expected to happen.
· All significant issues need to be highlighted.



	Capex
	· Explain any material variances any capital expenditure.


	Equity
	· Explain any material variances in Equity movements.



	Emerging issues
	· Any emerging issues that the DHB is aware of which are likely to impact on the full year result.




DHB Governance

	Governance Results


	Statement on YTD Governance performance and explanation for significant variances.


DHB Provider 

	Operating Results


	· Statement on YTD Provider performance.
· If there are material variances then identify the key drivers and for each driver explain the root cause, action taken or planned and an estimate impact on the year end result.
· All significant issues need to be highlighted.



	FTEs
	· Explain any material variances.



	Emerging issues
	· Any emerging issues that the DHB is aware of which are likely to impact on the full year result.




DHB Funds Arm
	Operating Results


	· Statement on YTD Funds performance.
· If there are material variances then identify the key drivers and for each driver explain the root cause, action taken or planned and an estimate impact on the year end result.
· All significant issues need to be highlighted.



	Emerging issues
	· Any emerging issues that the DHB is aware of which are likely to impact on the full year result.




PLEASE NOTE:
DHBs are to discuss key YTD variances from plan, identify emerging issues and proposed solutions in the YTD results, and express a view on the forecast end of year results.  
Commentaries are due via FTP or email to datateam@moh.govt.nz by the 13th of each month.
Sign off by CFO.

APPENDIX 2 - 2010/11 DISTRICT ANNUAL PLAN ASSUMPTIONS 

1. This Appendix sets out some information about and options for 2010/11 financial planning assumptions.  Indicative data (past trends and forecasts) and sources of information are supplied for:

a) cost of consumables

b) cost of labour

c) New Zealand exchange rates

d) New Zealand interest rates.
2. These assumptions are supplied as guidance for planning only, and are not prescriptive. 

3. Determining appropriate assumptions is a difficult task and one that requires balancing the desire to be as accurate and credible as possible, whilst avoiding the possibility of initiating self-fulfilling price/funding spirals or being open to manipulation and gaming.

Cost of Consumables

4. There are two general measures of consumable cost growth:

a) The Consumer Price Index (CPI)

b) The Gross Domestic Product Deflator (GDP deflator).
5. Both measures are ‘economy-wide measures of cost growth’, which act to distance a consumable cost growth factor from the specifics of the health sector.

6. The CPI is widely agreed to be the best available measure of the effect of changes in retail prices on the average household budget.  The basket of goods and services for which prices are regularly surveyed is kept constant in quantity and quality so that only ‘pure’ price movements are recorded.  The CPI covers a wide basket of goods including for example, food, electricity, appliances, furnishings, and health care supplies, which are weighted to represent proportion of total spending.

7. The GDP deflator is an index of prices that can be applied to the value of estimates of the GDP over a time period in order to remove the effects of changes in the general level of prices.  The advantage of the GDP deflator as a measure of domestic inflation is that it strips out the effect on prices of a change in the price of imports, on account of, say, a change in the exchange rate.

8. The Ministry and the Treasury used the CPI to calculate the rate for contribution to cost pressures component of the Health Funding Package.

9. Table 1 below outlines data and forecasts for the CPI (the Treasury, BERL, National Bank) and the GDP deflator (Treasury) for the period 2009 –2013 (if available).
Table 1: CPI and GDP Deflator 2009-2013
	
	2009
	2010
	2011
	2012
	2013

	CPI (% change on March quarter previous year)
	
	
	
	
	

	Treasury
	3.0
	2.5
	2.3
	2.2
	2.3

	BERL 
	3.0
	2.7
	2.2
	2.3
	

	National Bank 
	3.0
	2.5
	2.8
	
	

	
	
	
	
	
	

	GDP Deflator (% March year)
	
	
	
	
	

	Treasury
	2.6
	0.9
	2.3
	2.1
	1.8

	
	
	
	
	
	


Cost of Labour

10. There are several ways of measuring and forecasting changes in labour costs, including:

a) average hourly earnings

b) the labour cost index (LCI)

c) compensation of employees.
11. Average hourly earnings data is an average of all earnings in a particular category and is not controlled for the quality or quantity.  This means, for example, that the average will alter quite dramatically should the mix of employment alter due to increases in the numbers of doctors employed and decreases in the number of lesser paid health professionals (or vice versa).

12. The LCI measures movements in base salary and ordinary time wage rates, overtime wage rates, and non-wage labour-related costs (e.g. annual leave, superannuation and medical insurance).  The LCI is produced quarterly and covers paid jobs filled by employees in all occupations and all industries except private households.  

13. The LCI is a ‘quality-controlled’ measure.  Only changes in salary and wage rates for the same quality and quantity of work are reflected in the index.  Changes in the index are representative of ‘pure’ price changes, and exclude changes due to one-off payments in lieu of pay rises, performance-based payments, service increments and merit promotions. 

14. Compensation for employees is part of the income measure of GDP and measures payments to workers for labour input to production.  It measures the payments of salaries and wages, whether in cash or in kind, to employees.  The measure includes contributions paid on employees' behalf to superannuation funds, private pension schemes, ACC, life insurance etc. 
15. The Ministry and Treasury use the LCI to calculate the FFT component of the Health Funding Package, and are currently discussing the use of Compensation for Employees for future calculations and updates of the FFT.

16. Table 2 outlines data and forecasts for average hourly earnings (from Treasury and BERL), the LCI (BERL) and compensation for employees (Treasury) for the period 2009 – 2013 (if available).
Table 2: Average hourly earnings, LCI and compensation for employees 2009- 2013
	
	2009
	2010
	2011
	2012
	2013

	Average hourly earnings (% change on March year)
	
	
	
	
	

	Treasury
	5.3
	4.0
	2.7
	3.0
	2.6

	BERL 
	5.3
	4.8
	3.5
	3.3
	

	
	
	
	
	
	

	LCI (% change on March quarter previous year)
	
	
	
	
	

	BERL (All industries/occupations combined)
	3.3
	2.5
	2.5
	2.6
	

	
	
	
	
	
	

	Compensation for employees (% March year)
	
	
	
	
	

	Treasury
	5.8
	1.8
	1.0
	4.3
	5.4


Exchange rates

17. The exchange rate is the price of one currency in terms of another currency. 

18. Table 3 outlines the data and forecasts for selected exchange rates (National Bank) for the period 2009 – 2012.
Table 3: NZ exchange rates for selected currencies 2009-2012 (June year)
	
	2009
	2010
	2011
	2012

	NZD/USD
	
	
	
	

	National Bank
	0.60
	0.71
	0.66
	0.63

	
	
	
	
	

	NZD/GBP
	
	
	
	

	National Bank
	0.39
	0.43
	0.39
	0.36

	
	
	
	
	

	NZD/AUD
	
	
	
	

	National Bank
	0.79
	0.78
	0.79
	0.84

	
	
	
	
	

	NZD/Yen
	
	
	
	

	National Bank
	58.7
	62.3
	62.2
	63.0

	
	
	
	
	

	NZD/Euro
	
	
	
	

	National Bank
	0.44
	0.47
	0.46
	0.47


Interest rates

19. The 90-day bill rate and the 10-year government stock yield rate are reasonable indicators of short and long-term interest rates, respectively.

20. Table 4 outlines data and forecasts for the 90-day bill rate and the 10-year government rate (Treasury and the National Bank) for the period 2009 to 2012.

Table 4: 90-day bill and 10-year government stock yield % rates 2009-2012 (March Year)

	
	2009
	2010
	2011
	2012

	90-day bill rate
	
	
	
	

	Treasury
	3.7
	2.9
	3.9
	4.9

	National Bank
	3.7
	2.8
	4.8
	5.8

	
	
	
	
	

	10-year government rate
	
	
	
	

	Treasury
	4.6
	5.8
	5.8
	5.8

	National Bank
	4.6
	5.3
	6.2
	6.8


The forecast data sets are from the following databases:
The Treasury, Economic & Fiscal Forecasts, December 2009.
Business and Economic Research Ltd (BERL), BERL Forecasts, December 2009. 
The National Bank, Quarterly Economic Forecasts, December 2009.  
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