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RE Official information request CDHB 9909 

 

We refer to your email dated 3 August 2018 requesting the following information under the Official 

Information Act from Canterbury DHB concerning the Board’s provisional year-end financial result, 

showing a total deficit of $63.9 million.   

 

I note that we advised you on 7 August 2018 that we would provide correspondence from the beginning 

of the last quarter of the financial year (1 April) until 31 July 2018, as this will cover the most relevant 

period with regards to your request. And that we would decline the provision of information prior to this 

time on the basis that this would entail substantial collation or research. (S18(f) of the Act). 

 

Please find our response below accordingly.  

 

1. All correspondence between CDHB staff and board members and Ministry of Health staff about 

the year-end provisional financial result. 

Please refer to Appendix 1 (below) for commentary and forecast templates sent to the Ministry of 

Health in the period 1 April 2018 to 31 July 2018 that directly relate to the 2017/18 year end provisional 

result. 

There is no other correspondence between Canterbury DHB staff and Board members and Ministry of 

Health staff about the year-end provisional financial result. 

2. All correspondence between CDHB staff and board members and the Minister of Health, or his 

office, about the year-end provisional financial result. 

There is no correspondence between Canterbury DHB staff and board members and the Minister of 

Health or his office about the year-end provisional financial result. 
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3. Any internal CDHB correspondence about the projected deficit for the 2018/19 financial year? 

This is recorded as $74.5m in the 2017/18 annual plan. 

We are declining this request under section 18(d) of the Official Information Act as the 2018/19 annual 

plan has not yet been approved by the Minister of Health.  All internal correspondence intrinsically is 

linked to the annual plan.  Once the annual plan has been approved by the Minister of Health and able 

to be publicly released, we would be better able to respond to this question.   

4. Any correspondence between the Minister of Health, or his office, and the CDHB about the 

projected deficits in the 2018/19 and 2019/20 financial years. 

There is no correspondence between the Minister of Health, or his office, and the Canterbury DHB 

about the projected deficits in the 2018/19 and 2019/20 financial years. 

5. Any correspondence between the Ministry of Health and the CDHB about the projected deficits in 

the 2018/19 and 2019/20 financial years. 

We are declining this request under section 18(d) of the Official Information Act as the 2018/19 annual 

plan has not yet been approved by the Minister of Health.  All internal correspondence intrinsically is 

linked to the annual plan.  Once the annual plan has been approved by the Minister of Health and able 

to be publicly released, we would be better able to respond to this question.   

Please note that this response, or an edited version of this response, may be published on the 

Canterbury DHB website after your receipt of this response.  

Yours sincerely 

 

 
Carolyn Gullery 

Executive Director 

Planning, Funding & Decision Support 



Appendix 1 

 
 





APPENDIX: DHB Monthly Reporting Commentary Template 
 
DHB – Monthly Reporting Template 
Commentary on results 
 
DHB Canterbury DHB 
Period Ending 31 May 2018 
 
Canterbury DHB has reported a deficit of $12.814M for May, which is $3.920M 
unfavourable to our annual plan deficit for the month; our YTD position is a $54.915M 
deficit, which is unfavourable by $8.401M against the YTD plan of $46.514M.   
 
Funder arm 
 
The Funder arm reported a $2.317M favourable variance for the month and a 
favourable YTD variance of $1.186M.  Virtually all of the month variance relates to an 
additional PHARMAC rebate accrued of $2.4M as a result of recent PHARMAC advice.   
 
The main unfavourable YTD expenditure variance was in Aged Related Residential 
Care (ARRC) expenditure excluding Pay Equity, which was $1.022M unfavourable for 
the month, and $4.489M YTD. The unfavourable ARRC variance was offset by 
favourable variances in Pharmaceuticals of $0.899M (in addition to the $2.4M rebate 
noted above) and Immunisations of $0.317M. 
  
Revenue was $0.093M unfavourable for the month; YTD $4.143M unfavourable. 
 
Pay equity revenue for ARRC is recognised to match all pay equity expenditure we are 
incurring.  Both revenue and expenditure are $4.217M less than budget YTD.  Pay 
equity revenue for Home Based Support Services is recognised in line with the advance 
interim payments paid to providers. 
 
Total Funder expenditure was on budget for the month, with the additional PHARMAC 
rebate on top of this; whilst YTD expenditure is favourable at $5.329M.  The external 
provider’s expenditure was $6.861M favourable YTD (primarily pay equity expenditure 
and PHARMAC rebate).   
 
The forecast for IBT revenue (excluding the 16/17 washup variance) is expected to be 
an unfavourable variance of $0.700M, which we have accrued for. In addition, total IBT 
expenditure in FY18 is expected to be $0.620M above budget. 
 
The impacts of losing 20 days of operating across two operating theatres due to 
construction delays with the links corridor to ASB has impacted on elective outsourcing. 
These construction delays resulted in further outsourcing required to deal with our 
volumes such as for non-deferrable cancer surgery. We anticipate additional 
outsourcing that will occur before the end of the year will bring the full year electives 
expenditure to $0.500M above budget. Additional outsourcing is planned in spinal and 
bariatric surgeries, as well as additional outplacing of surgeries to private hospitals in 
order to free up capacity for acute cases at Christchurch Hospital.  Case weights on 
procedures done under the base outsourced contracts have been a little lower than 
budgeted, which has helped reduce the impact of additional outsourced volumes.  
 
We are reviewing if further outsourcing is needed to meet ESPI compliance and the 
national health targets.   



 
We have assumed that we will meet the criteria to retain our full allocation of elective 
funding, and have accrued this revenue on this basis.  There is a risk that these targets 
may not be met, and an unfavourable revenue washup may need to be allowed for in 
coming months. 
 
IDF revenue flows are currently behind budget, partly due to coding.  We estimate a 
potential unfavourable washup of well over $1M at year end if actual flows are not in-
line with current forecast flows, and this has not been accrued for at this point.  This 
would impact on the current year end forecast if this risk materialises.  
 
ARRC expenditure (Hospital and Rest Home Level, excluding Pay Equity) was $0.738M 
above budget in May, which represents a 5.5% variance to budget. The budget for 
ARRC Rest Home anticipated a 3% decrease on FY17 actual expenditure, due to 
decreasing occupancy volumes experienced over the last few years. However, actual 
bed day volumes for the year to date show a 2.4% increase on prior year volumes for 
the same period. This is driven primarily by increasing bed day volumes of Dementia 
level care. The May 2018 ARRC Rest Home YTD expenditure of $55.801M is $3M (or 
5.7%) higher compared with last year’s May 2017 YTD spend of $52.772M. 
 
  
Provider arm 

The Provider arm has reported a $6.223M unfavourable variance for the month; the 
YTD variance is $8.010M unfavourable. The primary contributing factor of the month’s 
variance is the recognition of the impact of the latest nurses MECA offer, which is 
approximately $4M higher than CDHB’s budget allowance of net 2% for the settlement. 

We continued to have high Emergency Department attendances, as well as high ICU 
volumes, and theatre discharges were the highest this financial year on our 
Christchurch campus. 

May revenue was $0.821M favourable reducing the YTD variance to $0.705M 
unfavourable.  Increased ACC revenue has resulted from increased volume and better 
contract management.  May included one large treatment injury claim.   

The YTD cost recovery from the MoH for earthquake repairs is now $3.958M YTD lower 
than originally planned (noting that this is offset by lower repair costs of an equal 
amount to be claimed, so is cost neutral to the end result).   

Our budget reflects the expected increase from an ACC spinal contract that has not yet 
been agreed upon – we have accrued revenue based upon the last contract negotiated.  
This has an impact on our cashflow of $5M - $6M.   

Personnel costs including outsourced personnel are $6.526M over budget for the month 
with YTD being $10.308M unfavourable.   

Medical costs include the impacts of additional steps and new rates in the SMO contract 
which was settled post Annual Plan submission, as well as additional RMOs as part of 
ongoing roster compliance process.  Additionally, we incurred some backpay costs in 
relation to some SMO’s whom were placed on the wrong step when they joined.  



We have also been running additional acute theatres on weekends, resulting in higher 
payroll costs. 

We have 53 NETP Nursing graduates above the overall Nursing establishment.  In 
addition, we are increasing operating theatre graduates as part of our ASB readiness. 

Additional Management / Admin expenditure is partly due to being prepared for the SI 
PICS roll out.  

The current month includes an accrual for the estimated costs to 31 May of the Nursing 
MECA offer (ie the $2k per FTE component).  This is approximately $4M over the 2% 
base accrual we have been accruing to date.  Further offer costs are expected to be 
incurred in June.  In addition, any flow on impact on pay equity calculations have not 
been factored in.   

As part of ASB readiness, we are increasing resource capacity (some of this is a timing 
issue i.e. some recruitment is ahead of what was anticipated for the high level 
budgeting). 

Training is underway for the roll out of the South Island PICS (Patient Information Care 
System) that is expected to be rolled out to our Christchurch Campus and Rural 
Hospitals in mid June.  

We are yet to assess the full implication of potential minimum wage increments, 
including the timing that is proposed for these, and the relativity impacts that this will 
create on other workforce groups that are not otherwise directly impacted. 

The number of patients requiring one to one sitters have increased with up to 20 sitter 
shifts being required daily on our Christchurch campus. 

Outsourced clinical services continue to run over budget, partly due to the continued 
requirement for outsourced radiology, and well as gastroenterology.    

We had high implant costs in orthopaedics (patients with metastatic spinal disease as 
well as acute volumes). 

Facilities costs continue to be favourable primarily due to earthquake repair expenditure 
lower than expected; YTD we have a favourable variance of $3.958M. 

Balance Sheet 
 
The sweep account was overdrawn at the end of May with a balance of $1.611M (this is 
approximately $19M adverse to our budget).  Our closing forecast for June 2018 is for 
an overdrawn position.  We expect our calendar year end forecast to be approximately 
$90M overdrawn (excluding 17/18 deficit funding).  This is on the cusp of the maximum 
facility that we have available to us under the OPF of circa $89M.  With our 17/18 
annual plan recently approved by joint Ministers, we will be requesting 17/18 deficit 
funding as soon as practicable.  It is imperative that this funding is received prior to 
calendar year end to ensure we are not in a position that we need to withhold supplier 
and staff payments past their due date.  As with any forecast, there is expected to be 
variability, including unexpected expenditure, so a small but reasonable buffer needs to 
be maintained. The cash forecast allows for estimated payments that will be required for 



the latest Nurses MECA offer.  If the actual settlement is in excess of this it will further 
exacerbate our tenuous cash position.   
 
 
Summary  
 
Our expected bottom line forecast for the year remains the same as reported last 
month, except for the additional $4M (approx.) costs we have accrued for the latest 
Nurses MECA offer. The $4M represents the indicative amount which is over and above 
our Annual Plan assumption.  Our forecast including this additional accrual is for a 
deficit of $63.881M. 
  
As noted in prior months, the pressure on the Canterbury Health system continues as a 
direct result of earthquakes and rapid population increases. We are still seeing the 
continued pressure on the Canterbury Health system which now has no flex left.  
 
Ongoing delays with MOH facility deliverables including outpatients, ASB and Grey 
Hospital are creating major issues with planning, resourcing and balancing just where 
care is able to be provided. These external factors are placing additional facility and 
fiscal pressure into the Canterbury Health system which has no flex left to be able to 
deal with further disruptions.  Some of those impacts such as loss of 20 operating days 
due to construction delays with the links corridor development resulted in further 
outsourcing, resulting in another major impact on an already stretched system. 
 
Other services such as adult mental health inpatient services continue to run well above 
capacity with sleepovers now part of the overall clinical management response to keep 
patients “safe”. This same scenario is being evidenced in many parts of the Canterbury 
Health system including NICU and ICU. In addition, national changes to the spinal 
impairment cord pathway are now seeing increased pressures on theatre resources 
with the impact of increased acute theatre capacity having been added just to deal with 
the increased patient load. 





APPENDIX: DHB Monthly Reporting Commentary Template 
 
DHB – Monthly Reporting Template 
Commentary on results 
 
DHB Canterbury DHB 
Period Ending 30 June 2018 
 
Canterbury DHB has reported a deficit of $9.043M for June, which is $1.913M 
unfavourable to our annual plan deficit for the month; our full year position is a 
$63.958M deficit (subject to audit), which is unfavourable by $10.314M against the full 
year plan of $53.644M.   
 
Funder arm 
 
The Funder arm reported a $4.867M unfavourable variance for the month and an 
unfavourable full year variance of $3.681M.  $2.419M of the month variance relates to 
an additional PHARMAC refund accrued in the Funder in May that has been transferred 
to the Provider in June.     
 
The main unfavourable full year expenditure variance was in Aged Related Residential 
Care (ARRC) expenditure excluding Pay Equity, which was $0.063M unfavourable for 
the month, and $5.552M for the full year. The unfavourable full year ARRC variance 
was offset by favourable variances in Pharmaceuticals of $5.198M. 
  
Revenue was $0.306M favourable for the month; full year $3.837M unfavourable.  
$1.7M was recognised for Mental Health & Addiction workers pay equity settlement. 
 
Pay equity revenue for ARRC is recognised to match all pay equity expenditure we are 
incurring.  Both revenue and expenditure are $2.394M less than budget for the full year.  
Pay equity revenue for Home Based Support Services is recognised in line with the 
advance interim payments paid to providers. 
 
Total Funder expenditure was $5.173M over budget for the month, with the transfer of 
the PHARMAC rebate accounting for $2.419M of this; whilst full year expenditure is 
favourable at $0.156M.  The external provider’s expenditure was $1.690M favourable 
for the full year.   
 
Total full year IBT expenditure is $0.654M above budget. 
 
The impacts of losing 20 days of operating across two operating theatres due to 
construction delays with the links corridor to ASB has impacted on elective outsourcing. 
These construction delays resulted in further outsourcing required to deal with our 
volumes such as for non-deferrable cancer surgery.  
 
We have assumed that we have met the criteria to retain our full allocation of elective 
funding, and have accrued this revenue on this basis.  There is a risk that these targets 
may not be met, and an unfavourable revenue washup may need to be allowed for in 
coming months. 
 
IDF revenue flows are behind budget, partly due to coding, and revenue has been 
adjusted down in June accordingly.   
 



ARRC expenditure (Hospital and Rest Home Level, excluding Pay Equity) was above 
budget in June. The budget for ARRC Rest Home anticipated a 3% decrease on FY17 
actual expenditure, due to decreasing occupancy volumes experienced over the last 
few years. However, actual bed day volumes for the year to date show an increase on 
prior year volumes for the same period. This is driven primarily by increasing bed day 
volumes of Dementia level care. 
 
  
Provider arm 

The Provider arm has reported a $2.761M favourable variance for the month; the full 
year variance is $5.249M unfavourable. The month’s variance includes $2.419M of 
PHARMAC refund (transferred from the Funder – see above), as well as $1.582M of 
PHARMAC hospital rebates over the amount we estimated for the year.  

Our full year position includes an estimation of the impact of the latest nurses MECA 
offer (now rejected), which is approximately $4M higher than CDHB’s budget allowance 
of net 2% for the settlement. There has been some comments made that additional 
Crown funding will be made available; however, there has been no formal notification of 
this, so we have not accrued any additional revenue at this stage.  Should additional 
funding be recognised, our reported deficit would fall below a $60M deficit as previously 
forecast. 

Additionally, we have not made any provision for Holidays Act compliance issues that 
the Sector is currently working through.  The impact for CDHB is at this stage 
unquantifiable, given the complexity of the current interpretation in regard to the sector. 

We continued to have high Emergency Department attendances, as well as high ICU 
volumes. 

May revenue was on budget.  We have recognised additional ACC revenue for the 
pending finalisation of our spinal contract, taking our year end debtor accrual to over 
$8M for this contract.     

The full year cost recovery from the MoH for earthquake repairs is now $4.560M lower 
than originally planned (noting that this is offset by lower repair costs of an equal 
amount to be claimed, so is cost neutral to the end result).   

Personnel costs including outsourced personnel are $1.834M over budget for the month 
with the full year being $12.142M unfavourable.   

We have been running additional acute theatres on weekends, resulting in higher 
payroll costs. 

We have 53 NETP Nursing graduates above the overall Nursing establishment.  In 
addition, we are increasing operating theatre graduates as part of our ASB readiness. 

As part of ASB readiness, we are increasing resource capacity (some of this is a timing 
issue i.e. some recruitment is ahead of what was anticipated for the high level 
budgeting). 



We are yet to assess the full implication of potential minimum wage increments, 
including the timing that is proposed for these, and the relativity impacts that this will 
create on other workforce groups that are not otherwise directly impacted. 

Outsourced clinical services continue to run over budget, partly due to the continued 
requirement for outsourced radiology, and well as gastroenterology.    

Facilities costs continue to be favourable primarily due to earthquake repair expenditure 
lower than expected; we have a favourable variance of $4.560M for the full year. 

Depreciation is high with a number of WIP projects closed off in preparation for year 
end. 

We have absorbed the impact of impairment of the NZHPL Change Management and 
Supply Chain as recommended by NZHPL ($0.501M), as well as an additional $0.248M 
impairment we have assessed due to budgeting, forecasting, and reporting being 
descoped from the National Oracle Solution (NOS). 

Additionally, we are one of the Wave 1 DHBs that have migrated on to the NOS 
solution, with the new system operating from 2 July.  As with any new implementation, 
there are a number of issues arising, and these are being worked through.     

Balance Sheet 
 
The sweep account was overdrawn at the end of June with a balance of $17.376M (this 
is approximately $15M adverse to our budget).  We expect our calendar year end 
forecast to be approximately $85M overdrawn (excluding 17/18 deficit funding).  This is 
on the cusp of the maximum facility that we have available to us under the OPF of circa 
$89M.  With our 17/18 annual plan recently approved by joint Ministers, we will be 
requesting 17/18 deficit funding as soon as practicable.  It is imperative that this funding 
is received prior to calendar year end to ensure we are not in a position that we need to 
withhold supplier and staff payments past their due date.  As with any forecast, there is 
expected to be variability, including unexpected expenditure, so a small but reasonable 
buffer needs to be maintained. The cash forecast allows for estimated payments that 
will be required for the latest Nurses MECA offer.  If the actual settlement is in excess of 
this it will further exacerbate our tenuous cash position should additional funding not be 
made available.   
 
 
Summary  
 
We have achieved our expected bottom line forecast for the year, except for the 
additional $4M (approx.) costs we have accrued for the latest Nurses MECA offer. The 
$4M represents the indicative amount which is over and above our Annual Plan 
assumption.   
 
As noted in prior months, the pressure on the Canterbury Health system continues as a 
direct result of earthquakes and rapid population increases. We are still seeing the 
continued pressure on the Canterbury Health system which now has no flex left.  
 
Ongoing delays with MOH facility deliverables including outpatients, ASB and Grey 
Hospital are creating major issues with planning, resourcing and balancing just where 
care is able to be provided. These external factors are placing additional facility and 



fiscal pressure into the Canterbury Health system which has no flex left to be able to 
deal with further disruptions.  Some of those impacts such as loss of 20 operating days 
due to construction delays with the links corridor development resulted in further 
outsourcing, resulting in another major impact on an already stretched system. 
 
Other services such as adult mental health inpatient services continue to run well above 
capacity with sleepovers now part of the overall clinical management response to keep 
patients “safe”. This same scenario is being evidenced in many parts of the Canterbury 
Health system including NICU and ICU. In addition, national changes to the spinal 
impairment cord pathway are now seeing increased pressures on theatre resources 
with the impact of increased acute theatre capacity having been added just to deal with 
the increased patient load. 
 
 


