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	Appendix 3: DAP financial checklist


	1. Financial Statements

	Requirements
	Interpretation

	3. Does the DAP contain a complete set of financial statements that comply with GAAP?

3. Does the DAP explain the nature, reasons for, and effects on the DAP financial statements of any significant change in accounting policies?

3. Has the DHB supplied complete DAP financial templates that agree to the DAP financial statements?


	1. DAP financial statements prepared under GAAP are forecast financial statements required to cover five years: prior year audited actual, current year forecast and three years’ plan. 

As a minimum, DAP financial statements must include:

(a) a full set of consolidated financial statements including:
· financial performance

· financial position 

· movements in equity

· cash flows.

(b) Summary statements of financial performance for each arm (Provider, Funder and Governance) showing;
· Revenue from Ministry of Health, other Government, Non Government and Other, and InterDHB and Internal Revenue. 

· Provider arm expenses – split by Personnel, Outsourced services, Clinical supplies, and Infrastructure and Non Clinical supplies and Other.

· Funder arm expenses – split by major service areas, eg, Personal, Mental, Disability support, Maori, Public and Other.

· Governance arm expenses split by Personnel, Outsourced services, Clinical Supplies, and Infrastructure and Non Clinical supplies and Other

2.    Accounting policies applied in the DAP financial statements should be consistent with:

· the accounting policies applied in the Statement of Intent (SOI)

· prior years 

The DAP should:

(a) cross-reference to the accounting policies in the SOI

(b) explain the nature, reasons for, and effects on the DAP financial statements of any significant changes in accounting policies. 

3. DAP financial templates for 2010/11 are:
· DAP Financial Template

· Mental Health Financial Plan Template

· Revenue Reconciliation
· Price Volume Schedules
Financial information in the DAP financial templates must agree to the DAP financial statements and SOI summary financial information. Financial information in the Mental Health financial plan template, revenue reconciliation and price volume schedules must agree back to the DAP Financial Template


	2. Planned Net Results

	Requirements
	Interpretation

	1. Are the DHB’s planned net results acceptable?
	1. The Ministry will assess this section against the following criteria:

(a) Do the planned net results meet the Minister of Health’s expectations for the three plan years of the DAP?1 

(b) If there is a planned deficit caused by Mental Health deficits, is there a genuine DHB surplus available to carry forward to cover the deficit?

(c) If there is a planned deficit (other than for Mental Health), is there a genuine DHB surplus available to carry forward to cover the deficit?

(d) If the DHB plans consolidated deficit(s), is there appropriate approval to submit a DAP including deficit(s)?

(e) Does the DAP include sound realistic and quantifiable action plans or efficiency projects to address planned deficits or to ensure breakeven is achieved?2 
(f) Significant savings anticipated from action plans of efficiency projects should be explained and justified in the DAP, or in a confidential document sent separately to the Ministry



	3. Revenue Assumptions

	Requirements
	Interpretation

	1. Does total devolved revenue (including Inter-District Flows) agree with the latest Funding Envelope? If not, are variances appropriate and explained?

2. Does revenue for non-devolved service contracts materially agree with what has been advised by the Ministry?

3. Are out-year revenue assumptions consistent with Ministry advice?
	1. All devolved revenue received from the Ministry that is disclosed in the DAP will be confirmed against what has been advised in the latest Funding Envelope. Variances from the latest Funding Envelope should be explained in the Revenue Reconciliation.
 

2. All non-devolved revenue sourced from the Ministry will be confirmed directly with the responsible Ministry directorates.

3. Indicative out-year revenue increases are advised in the latest Funding Envelope.




	4. Cost and Volume Assumptions

	Requirements
	Interpretation

	1. Are the assumptions for personnel costs, outsourced services costs and Full Time Equivalent (FTE) movements appropriate and adequately explained?

2. Are planned interest, depreciation, capital charge costs and assumptions appropriate and adequately explained?

3. Are all other cost assumptions (eg, clinical supplies costs) appropriate and adequately explained?


	1. Assessment of whether cost assumptions are ‘appropriate’ and ‘adequately explained’ will be based on whether cost changes are consistent with:

(a) financial information disclosed in the DAP and DAP financial templates

(b) estimated revenue growth advised in the latest Funding Envelope 

(c) the percentage ranges estimated in CPI and salary indices

(d) changes in volumes, practices, service delivery, etc.

Significant variation from the latest Funding Envelope or indices should be explained and justified in the DAP, or in a confidential document sent separately to the Ministry. Expenditure planned for outyears should reflect a realistic assessment of requirements to support the projected revenue stream in those years. It should not be derived simply by applying the same preliminary increase as for revenues to each expenditure line.



	5. Fixed Assets

	Requirements
	Interpretation

	1. Does the DAP include a statement about when assets were last revalued and in which year the next revaluation will take place as required by relevant accounting standards. 

2. Does the DAP include, (if known),the asset impacts and additional costs resulting from re-evaluation?
	No interpretation required


	6. Capital Expenditure

	Requirements
	Interpretation

	1. Is the capital expenditure section of the DAP consistent with the DHB’s asset management plan?  

2. Does the capital expenditure section of the DAP narrative reflect major capital projects, clearly distinguishing between approved and unapproved projects and whether they are baseline or strategic?
3. Are sources of planned capital financing clearly identified?

4. Is capital expenditure and financing correctly reflected in all sections of the DAP financial template including the cash flow statement?
	1. An ‘approved’ capital project means that the DHB has a letter from the Minister of Health approving that capital project.

2. Sources of planned financing may include:

· DHB contribution

· New Crown Health Financing Agency (CHFA) debt (approved/unapproved)

· Crown equity (approved/unapproved)

· Finance leases 

· Community donations/funding.

3. The DAP financial template should reflect only approved capital expenditure( even if included in baseline capital expenditure) and financing. The only exception is for the capital plan worksheet which should also include unapproved capital projects and anticipated sources of funding.



	7. Debt and Equity

	Requirements
	Interpretation

	1. Does the DAP include a schedule of key lenders, borrowing arrangements (including rates and limits) that distinguishes between new and existing borrowing facilities?
2.   Does the DAP show the related
      banking covenants, and is the DHB
      planning to meet them? 
	1. The schedule of key lenders should cover working capital, short-term and long-term borrowing and finance leases.




1 The Minister’s expectations for net results will either be expressly stated in correspondence to the DHB or be the approved net results in the previous year’s DAP for the second and third plan years.


2 ‘Sound’ action plans and efficiency projects means plans and projects that have quantifiable savings or cost reductions, are time-bound and can be realistically achieved.


� The ‘latest Funding Envelope’ refers to the most recent Funding Envelope advice letter for 2010/11, sent to DHBs by the Ministry.
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