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1 OPERATING ENVIRONMENT

1.1 Strategic Context

Southern District Health Board (Southern DHB) was created from the merger of the Otago and
Southland DHBs effective from 1 May 2010.

Southern DHB is the Government-funded organisation responsible for most health and disability
services provided in our district.

The statutory (New Zealand Public Health & Disability Act 2000 - NZPHD Act 2000) purpose of
Southern DHB is to:

Improve, promote and protect the health of its population

Promote the integration of health services across primary and secondary care services
To reduce health outcome disparities

Manage national strategies and implementation plans

Develop and implement strategies for the specific health needs of the local population.

1.2 Population environment and Health Profile

Southern DHB"s health profile is gained through a comprehensive Health Needs Assessment (HNA)
that describes our population and their health status. The health and disability status of the population
in our district, together with input from the community and stakeholders help ensure that Southern DHB
will select long-term strategic outcomes to meet the health needs of our population. Our local strategic
priorities are based on a health needs assessment (HNA) of our communities and in conjunction with
public consultation and conversations with key stakeholders. Southern DHB has yet to complete its first
DSP but is working from the Otago and Southland DSP"s that were developed in 2005. These DSP"s
respond to the NZPHD Act 2000 and address local needs and priorities.

From the HNA's, the following health and healthcare issues stand out:

Smoking: There are more smoking-attributable hospital admissions than on average for New Zealand
and slightly higher smoking prevalence rates.

Cardiovascular Disease: There are more deaths in the district from cardiovascular disease than for
New Zealand overall.

Cancer Mortality Rates: In the Southland area, these are higher than national averages, however lower
than average in the Otago area.

Self-inflicted Injuries: There are more deaths and hospital admissions in the district than expected.
Access to Health Services: There is better access to General Practitioners in the district.

Access to Inpatient Services: The district’s elective service provision is higher than national averages
in most specialities as evidenced by standardised discharge rates.

Access to Disability Support Services: The district spends more per head of population (over 65 years)
than national averages for most disability support services including aged residential care.

The DHB's population profile and statistics include:

e The usually resident population measured in the 2006 Census was 286,209 people
e 7.1% of the national population live in district
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¢ 59.1% of the population live in Invercargill and Dunedin

e The population is projected to increase by 6.4% by 2021 but this is lower than average growth
projections in NZ

e The Central Otago and Queenstown Lakes Districts are projected to have considerable
population growth and have high numbers of tourists and visitors.

Population Statistics 2006

Territorial Local Authority Population % of DHB pop.
Central Otago District 16,647 5.8%
Clutha District 16,836 5.9%
Dunedin City 118,677 41.5%
Gore District 12,108 4.2%
Invercargill City 50,325 17.6%
Queenstown-Lakes District 22,959 8.0%
Southland District 28,437 9.9%
Waitaki District 20,220 7.1%
Southern DHB 286,209 100%

Ethnic Profile — how people identified themselves in the 2006 Census

Territorial Local

Authority European Maori Pacific Asian Other
Central Otago 13,116 78.8% 1,161 7.0% 96 0.6% 168 1.0% 2,694 16.2%
Clutha District 13,161 78.2% | 1,482 8.8% 135 0.8% | 126 0.7% | 2,685 15.9%
Dunedin City 90,471 76.2% | 7,362 6.2% 2535 | 21% | 6,129 | 52% | 16,467 13.9%
Gore District 9,315 76.9% | 1,116 9.2% 69 0.6% | 102 0.8% | 1,863 15.4%
Invercargill City 38,166 | 75.8% | 6,693 13.3% | 1,233 | 25% | 741 15% | 7,377 14.7%
Queenstown-

Lakes 16,902 742% | 1,269 5.6% 156 0.7% | 1,020 | 45% | 3,416 15.0%
Southland District | 22,077 | 77.6% | 2,616 9.2% 162 0.6% | 306 1.1% | 4,782 16.8%
Waitaki District 16,551 81.9% | 1,089 5.4% 219 1.1% | 354 1.8% | 2,607 12.9%
Southern DHB 219,759 | 73.8% 22,788 7.6% 4,605 1.5% 8,946 3.0% 41,891 14.1%

People may identify w ith more than one ethnic group; therefore the totals may be greater than the total population.

1.3 Summary of DHB Operating Environment

The DHBs operating performance is influenced by a combination of internal and external factors that at
times can and does impact upon our outputs and outcomes. To provide context for our performance,
the key influences are summarised in the table below.
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Aspect of the operating environmental scan

(external and internal factors)

Potential Impact on DHB

Economy

Government funding is restricted due to the overall
economic state impacting upon the vote health
appropriations.

Funding constraints and challenges to manage within
budget with potential impacts upon the range and
levels of senice provision.

Migration of skilled practitioners overseas due to higher
salaries and professional experience.

If NZ wages are uncompetitive on a global and
particularly Australasian scale, the ability to provide an
adequate workforce in the future will require changes
to the models of care for senice delivery.

Social environment

Many health and social issues are linked.

Requires inter-sectorial collaboration and sharing of
information between agencies and a whole of
Gowvernment approach.

Health status

Increasing prevalence of chronic conditions such as
diabetes and cardiovascular disease.

Increased and more complex senice demand leading
to increased costs.

Demog

raphics

Overall Southern DHB population growth is projected
to be minimal.

Limits funding growth under the Population Based
Funding model.

Central Otago and Queenstown-Lakes areas are
projected to have significant population growth over
next twenty years.

May require a reallocation of funding to support greater
infrastructure or senice delivery in this area.

New Zealand is facing an increasing ageing of its
population.

This will place greater strain on the health systems
resources and ability to cope with increasing patient
demand

Trends in Healthca

re Service Delivery

Shift of emphasis to primary care initiatives. Detection
and prevention would be the strategic focus of health
sector.

Funding re-prioritisation may be required and / or a
shifting of resources from the secondary setting into
the primary setting.

Sub-specialisation tendencies are difficult to adopt due
to the restrictions in workforce availability.

Greater use of technology may be required to support
practice or a reconfiguration of where specialised
senvices are provided from.

Technological advancements in drugs, treatment
methods and equipment.

Higher costs.

Effect of the physical environment

The geographic size of the district and rurality of the
area.

Difficult to provide senvices as close to home as
possible due to logistics. Difficulties may result in
increased patient travel with its associated disruption or
decreased efficiency in senice provision by going to
remote locations.

Difficulties to attract workforce to the rural areas due to
long working hours among other factors.

Either limited senice provision or higher costs of
providing these services.

Reso

urces

There are recruitment and retaining issues in most
health professional groups across NZ

A limited supply of the health workforce will require
changes in the way senices are delivered by using
either technology or differing professional groups and
an associated change in training and skill sets.

Political Environment

Meeting Government expectations of strategies and
priorities.

Competing demands on priorities and resources

Interest groups influence on decision making and the
requirement to fit within a national health system

Acceptability of senvice delivery changes may restrict
the ability to make these changes and result in a higher

framework.

cost.
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2 WHAT WE DO

2.1 DHB Performance Objectives

Southern DHB seeks to provide and fund health services on a basis that is equitable, accessible,
integrated and sustainable for the population in the DHB district.

The goals or objectives of that vision are:

To put the patient first

To deliver quality services within available resources, whilst maintaining PBF access

To deliver services as close to home as is practically possible

For service access to be equitable; and

For our services to be firstly clinically sustainable, and further, also financially sustainable.

2.2 The Scope of Work

Southern DHB receives population based funding from the Government. This means that funding is
allocated on the basis of the following:

e The number and age profile of people living in our district

e The populations historic utilisation of health services

e The ethnicity and socio-economic status as measured by the New Zealand Deprivation Score
(2006 census), their rurality and an adjuster for “unmet need”.

Southern DHB is responsible for planning, promoting, undertaking service contracting, monitoring and
evaluation of service delivery, including audits for the following services:

Primary and Community Services

Hospital and Specialist Services

Support services for people with disability (including aged residential care services)
Mental health services

Maori health

Pacific health.

The DHB receives funding from the government for most Personal Health, Mental Health, Maori Health
and Over-65s" Services in line with a national Service Coverage Schedule. In funding these services,
Southern DHB will strive to maintain and improve the health of the people in our district within the
funding allocated.

Funding for Public Health and Under-65s” Disability Support Services is not made through the DHB,
but directly from the National Health Board to the organisations that provide those services. Southern
DHB is however the provider of public health services for the district.
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2.3 DHB ownership interests

Southern DHB is a large organisation employing around 4,500 staff (3,554 Full Time Equivalents) and
has three distinct operating arms with specific tasks, responsibilities and accountabilities. These arms
are:

e Governance
e Planning and Funding
e Provider-arm (for the provision of services).

Section 2 of our DAP contains more detail of these responsibilities and accountabilities.

The DHB contracts with one Primary Health Organisation (PHO) that in turn has general practitioners
and other health professional within its umbrella. The recent consolidation to one PHO is a DHB
strategy designed to ensure primary care deliver “better, sooner, more convenient” healthcare in line
with Government policy.

The DHB also contracts with a large number of other non-government organisations (NGO) who
provide services, examples being pharmacies, aged residential care providers and mental health
service providers.

The DHB operates the following hospitals:

Dunedin Hospital

Lakes District Hospital (Queenstown / Frankton)
Southland Base Hospital (Invercargill)

W akari Hospital (Dunedin).

The DHB has funding contracts with the following hospitals:

Balclutha (Clutha Health First)

Dunstan (Central Otago Health Services) at Clyde
Gore (Gore Health Limited)

Oamaru (Waitaki Health Services)

Ranfurly (Maniototo Health Services).

A combination of the DHB and NGQO"s provide community and domiciliary services, including:

¢ Allied Health services (occupational therapy, physiotherapy, speech language therapy, child
development service, orthotics,)

e Patient Nurse Educators (Cardiac, Diabetes, Respiratory, Smokefree Support, Dietitians,

Breast Care)

District nursing services

School dental services

Well Child services (vision/hearing technicians, public health nurses)

Social work

Meals on wheels

Pacific Island nurse specialists

Maori Health services

Community Mental Health services
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3 OUTCOMES AND PRIORITIES

3.1 Key Outcomes and Priorities for our DHB

Southern DHB will be completing a new District Strategic Plan (DSP) during 2011. While the DSP (like
this SOI and our DAP) will be the first for the new DHB, it can be expected to build upon the existing
strategies Southern DHB has inherited from the Otago and Southland DHBs. Consequently many of
the key local priorities are centered on clinical and financial sustainability imperatives. Our key local
priorities are therefore:

e One DHB workplan including:
o0 Regional Clinical Services
o0 Organisation restructure to support “one service, many sites”
Primary Health
Health of Older People Services
Rural Health
Quality and Productivity
Maori Health

3.2 How we aim to meet the Government Priorities

The Minister of Healths annual Letter of Expectations® is sent

to all DHBs and identifies the Minister's specific expectations HEALTH TARGETS

and priorities for the coming year. These expectations, in

addition to national health and disability strategies and our
priorities, enables our DHB to plan and prioritise activity for
2010/11.

Our SOl aligns with Government priorities. These priorities are
closely aligned with our vision and long term strategy to
improve the health and well-being of our community.

The Minister of Health has agreed to a set of national Health
Targets to focus the efforts of DHBs and make more rapid
progress against key national priorities. These Health Targets
are included within the selection of performance measures and
are also clearly identified in our DAP 2009/10.

Shorter stays in Emergency
Departments

Improved access to elective
surgery

Shorter waits for cancer
treatment

Increased immunisation

Better help for smokers to
quit

Better diabetes and
cardiovascular services

Based, on these Government priorities and local health needs our DHB seeks to achieve the following

outcomes:

e People are healthy, able to self manage and live longer

e People who are at risk of illness and/or injury are diagnosed and managed earlier
o People with early conditions are treated and managed earlier and illness progression is

reduced

e People with long term conditions have their care coordinated across a range of services leading

to a reduction in premature disability and death

e People and their whanau with end stage conditions are supported to live and die well.
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Our DHB undertakes a number of activities and performs a wide range of interventions that lead to
services provided to our people. The vast majority of these are delivered consistently every year and
can be considered to be Business as Usual®. This SOl will outline a framework to measure the benefits
/ impacts of these interventions as well as those newly funded which will assist in improving the
quantity, quality and coverage of services funded and provided by our DHB over time.

These outcomes are consistent with the purposes of the Crown Entities Act 2004 and, the New
Zealand Public Health and Disability Act 2000.

3.3 Key Mechanisms for Intervention

Our DHB:
¢ FUNDS health and disability services through the contracts we have with providers

e PROVIDES hospital and specialist services that covers medical and surgical services, mental
health, older person's health

e PROMOTES community health and wellbeing through health promotion, health education and
population health programmes.

To ensure our interventions are relevant to our communities, coordinated and ensure best value for
money, before making funding, provider or promotion decisions we :

e PLAN in consultation with key stakeholders (lwi, PHOs and NGOs) and our community, the
strategic direction for health and disability services within our district

e PLAN in collaboration with other DHBs, regional and national stakeholders.
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3.4 Main Intervention Logic

Inputs

DHB Enablers

Output Classes
(& Sub-classes)

Impacts

Outcomes
Medium Term

Overarching Goals

What we invest

How we employ our

So that we can provide:

resources

Human Resources Projects
including: Health (capex, capital
Professionals (doctors, development)

nurses, pharmacists efc); —

Allied Health Professionals Initiatives
( physios, dieticians etc.); Programmes

community health care (Services
workers, providers, development &
improvement)

communities & volunteers

PublicHealth Services

e  Health Promotion Services;

e  Population Screening Services;

e Health Protection Services;

e Immunisation & other Prevention Services

To ensure that:

PublicHealth Services
are in place to assist
people in betier managing
their health

So that we
achieve:

People are healthy,
able to self manage
& live longer

Crown Funds
Other Funds (Income from
interest, other DHBS,
agencies, efc.)

Workforce Training
& Development

Finance &
Management

Medical & Non-Medical
Technology

(Information sy stems)

Clinical Leadership
Development
engagement &

netw orks

Primaryand Community Services

e  Supported SelfManagement Services
Primary Care Services for Enrolled People
Pharmacist services

Dietician services

Coordination of care services

NGO services (including Maori & Pacific
services)

e  Other community services

Primary & Community

Services are:
e faster, beter, more
convenient

e able to diagnose &
manage a range of
conditions in setiings
closer to people

e provide quicker
access to specialist
care

People who are at
risk of illness &/or
injury are diagnosed
& managed earlier

Planning, Funding,
Performance Monitoring
& Reporting, Research,

Time, Collaboration

Quality and Safety
Clinical & corporate

Partners
(Iwi Health Board; Primary
Health Organisations; efc.)

Regional &
National
Collaboration

Hospital Services (curative & rehabilitative

services)

e  Secondary, Tertiary, Quaternary) - Scheduled
& Unscheduled Inpatient & Outpatient Services

e  Emergency Department Services
e  Mental Health Services
e  SHOP (AT&R) Services

People with early
conditions are
treated & managed
earlier & illness
progression is
reduced

Patient, consumer,
community advice

Engagement with
other Central

Agencies e.g. WINZ,
CYPS, Education etc.

District Councils &
local agencies etc.

Support Services

e NASC services

e Palliaive Care

e  Rehabilitaion Services

e  Home Based Support Services
e  Aged Residential Care Services
e Life Long Disability Services

Hospital Services are:

o are timely, efiicient &
productive

o are effective, safe &
of high quality

e responsive to acute
need &to other
providers of care

Support Services are:

o timely, effecve &
use best practice

e  high quality & safe

e accessible & helpful
for people with

People with Long-
term conditions
have their care

coordinated across
arange of service
providers leading to
reduced premature
disability & death

New Zealanders have:

Better Length & Quality of
Life

Reduced Disability

More Participation
& Independence

Increased Productivity

People & their
whanau with end-
stage conditions are
supported to live
and die well
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OUTPUT CLASSES AND STATEMENT OF FORECAST

SERVICE PERFORMANCE

4.1 Output Classes

The four output classes:

Public Health Services

Primary and Community Services
Hospital Services

Support Services

are relevant for DHBs to provide the story regarding the ,impacts" their PBF allocation decision,
Government Priorities and national decision-making has on the ,Health of the DHB Population®.

Within these classes our DHB has prioritised a number of outputs. How these outputs contribute to our
intermediate outcomes are detailed below on an output class by output class basis.

One of the functions of this SOI, and in particular the Statements of Forecast Service Performance is to
show how the DHB will evaluate and assess what services and products we deliver to others in
2010/11. For each output class there are agreed (from 2010/11) national performance measures and
targets of the desired outcomes and objectives'. These measures and targets will be subject to an
annual audit by auditors appointed by the Office of the Auditor General.

The performance measures chosen are not a comprehensive list and do not cover all of the activity of
the DHB, but they do reflect a picture of our activity against local and national strategies and priorities.
Where possible, we have included past performance (baseline data) along with each performance
target to give context to what we are trying to achieve and to better evaluate our performance.

4.2 Formation of an output-focused Statement of Forecast
Service Performance

The following table demonstrates the linkage between the outcomes, the output classes and outputs. For
each of the outputs, a series of measures and inputs are identified and are described in the forecast
statements of service performance detailed under each output class. A number of the outputs contribute to
multiple outcomes.

' As stated in the CE Act2004 (s 142 (1))
Southern DHB Statement of Intent 2010/11 12




Outcomes

People are healthy, able to self
manage and live longer

Output Classes
Public Health

| Outputs
Health Promotion

Health Protection

Screening Programmes

Immunisation

Primary and Community Senices

PHO Senvices

Oral Health Senices

People who are at risk of illness
and/or injury are diagnosed and
managed earlier

Primary and Community Senices

Chronic Disease Management

Pharmacist Senices

Diagnostic Senvices

People with early conditions are
treated and managed earlier and
iliness progression is reduced

Primary and Community Senices

Mental Health Senvices

Hospital Senices

Acute Senvices

Elective Senices

Maternity senvices

People with long term conditions
have their care coordinated
across a range of senices
leading to a reduction in
premature disability and death

Primary and Community Senices

Mental Health Senvices

Hospital Senvices

Assessment, Treatment &
Rehabilitation Senvices

Support Senices

NASC Senices

Home Based Support Senices

Aged Residential Care Services

Day Care Senices

People and their whanau with
end stage conditions are
supported to live and die well

Support Senices

Respite Senvices

Palliative Senvices

Southern DHB Statement of Intent 2010/11
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4.3 Public Health Services — Output Class #1

Public health services are the domain of many organisations across the region, namely:

e Ministry of Health, principally as a funder of public health services, and also a regulator and
planner
Public Health South (part of DHB provider-arm), as a provider of services
District Health Boards, in both funding and provision
Primary Health Organisations, mainly in the area of provision of primary health care services,
but with some public health functions

e A significant array of private and non-government organisations, including Maori and Pacific
providers

e Regional Sports Trusts

e Local and regional government.

The following diagram demonstrates how public health services contribute to improved overall health
status which is one of the main outcomes sought by the DHB.

Logic model of output class: Public Health Services

People are healthy, able to self manage and live longer; and
People who are at risk of iliness and/or injury are diagnosed and
managed earlier

I

What Outcome is
needed?

Increased Public trust and Reduced Reduced
awareness of confidence and mortality and number of
What impact are we health and security morbidity preventable
having? wellbeing hospitalisations

v o8 8l

Quantity, quality, timeliness and effectiveness measures

I

Health Promotion and awareness programmes, Health screening
programmes, Immunisations services, Health Protection programmes

How are we going to know
we have achieved these

NN NS

What are we doing to
achieve these results?

N
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STATEMENT OF FORECAST SERVICE PERFORMANCE
1) Public Health Services Output Class

This section outlines the Public Health services we intend to deliver to our population.
These outputs are aggregated into the following main areas of performance in the Public Health Services output class: Health Promotion and
Education services; Statutory and Regulatory Services; Population Based Screening Programmes; Inmunisation services.

Main areas of performance in Main measures of performance (includes quantity, quality, Targets
Public Health Service output timeliness and effectiveness of outputs) Baseline
class
Health Promotion Services The % of infants that are exclusively and fully breastfeed At 6 At 6
weeks, weeks, weeks, weeks,
66% 72% 72% 72%
At3 At3 At3 At3
months, months, months, months,
55% 57% 57% 57%
At6 At6 At6 At6
months, months, months, months,
32% 34% 34% 34%
Reducing smoking by providing hospitalized smokers with <30% 90% by 95% by Maintain
advice and help to quit end June | end June | at95%
2011 2011
Reducing smoking by providing patients attending GP primary Being 80% by 90% by 95% by
care consultations with advice and help to quit implement | end June | end June | end June
ed 2011 2011 2011
Health Protection Services Proportion of Communicable disease notifications investigated 100% 100% 100% 100%
Proportion of hazardous substances inspections and audits 100% 100% 100% 100%
completed
The number of controlled purchase operations and compliance | 10% 10% 10% 10%
checks carried out on tobacco retailers per annum from total
Screening Programmes Breast Screening Programme that measure the % screenedin a | 71% 73% 75% 75%
two yearly cycle of eligible women
Immunisation Services Total number of 2 year old children who are fully immunized 90% 92% 95% 95%

Southern DHB Statement of Intent 2010/11
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4.4 Primary and Community Services — Output Class #2

A strong primary health care system (as outlined in the Primary Health Care Strategy) is central to
improving New Zealanders" overall health, and to reducing health inequalities between different
groups. Primary health care is delivered close to communities with their participation and is a key to
improving and maintaining health through programmes to promote health, prevent disease and provide
early diagnosis and treatment of illnesses to prevent complications developing.

New Zealand is experiencing a growing prevalence of long-term conditions including diabetes and
cardiovascular disease. Some groups of New Zealanders suffer from these conditions more than
others, for example, Maori and Pacific people, older people and those on lower incomes. Long-term
conditions require an increased focus across the primary/secondary interface to ensure that they are
recognised early and managed effectively.

The three key goals from the national Primary Health Care Strategy are:

e Transparent national priorities — DHBs, PHOs and the Ministry focused on national health
priorities and working collaboratively to improve sector performance

e Collective stewardship and governance — Communities and PHOs engaged to identify
population needs and target responses consistent with national priorities

e Enhanced delivery — A continuum of accessible services focused on reducing the incidence
and impact of chronic conditions.

Southern DHB is focusing on the above three goals by:

Employing GP liaison positions to aid integration of primary and secondary services

e Engaging in joint projects between the DHB and the PHO such as nurse led clinics (e.g. the
wound care service working across primary and secondary), joint nursing review and the
primary mental health brief intervention service

e Restructuring the districts previous 9 PHO' into one, to ensure a more effective and
streamlined approach is taken to advance the goals of the primary health care strategy.

The outcomes sought and impacts through primary health are shown in the diagram below.
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Logic model of output class: Primary and Community Services

What Outcome is
needed?

What impact are we
having?

How are we going to know
we have achieved these

NN NS

What are we doing to

achieve these results?

N

People who are at risk of illness and/or injury are diagnosed and

managed earlier and

People with early conditions are treated and managed earlier and

illness progression is reduced and

People with long term conditions have their care coordinated across a
range of service provision leading to reduced premature disability and

death
Reduced Reduced ED Reduced Improved Medium to
ambulatory attendances mortality and clinical long term
sensitive morbidity outcomes mental
admissions and health iliness
to hospital management impacts are
of conditions minimised

vo8 8 L

U

Quantity, quality, timeliness and effectiveness measures

Enrolled PHO Services, Oral Health Services, Diabetes and
Cardiovascular Disease Management, Mental Health Services,
Pharmacist Services and Diagnostic Testing Services
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STATEMENT OF FORECAST SERVICE PERFORMANCE
2) Primary and Community Services Output Class

This section outlines the Primary and Community services we intend to deliver to our population. Some of these services are provided by us while
others are funded by us through a range of contracts and provided by PHOs and other NGOs. These services include personal health services,

mental health services, Maori and Pacific health services and disability support services.

These outputs are aggregated into the following main areas of performance in the Primary and Community Services output class; Oral Health
Services, Primary and Community Care Programs; Pharmacist Services; Community Referred Test/Diagnostic Services

Main areas of
performance in
Primary and
Community Service
output class

Main measures of performance (includes quantity, quality
and effectiveness of outputs)

o

09/10

Targets

10-11

1112

Baseline

grlmgry Health Care | o of enrolled population compared to DHB population group 97.5% 97.5% 97.5% 97.5%
ervices
(capitation/first GP utilisation for high needs people (ratio should be >1) 1.09 1.10 1.11 1.12
contact)
Flu Vaccination of the high needs enrolled population 69.5% 70% 72% 75%
Avoidable Hospital Admissions by age bands 04, 20% |75 to 10% | 7.5 to 10% | Maintain rate
above NZ | reduction reduction
average
45-64, at | Maintain rate | Maintain rate | Maintain rate
national
average
0-74, at | Maintain rate | Maintain rate | Maintain rate
national
average
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Main areas of
performance in
Primary and

Community Service
output class

Main measures of performance (includes quantity, quality
and effectiveness of outputs)

Baseline
09/10

Targets

10-11

11-12

Oral Health Services | No's of enrolled pre-school and school children and adolescents | 51:558 53,793 53,793 53,793
Management of the priority group who have their 5-year absolute CVD risk Maori 55% | Maori 62% | Maori 63% | Maori 64%
recorded
The number of people with diabetes who have satisfactory or Total 83% Total 83% Total 84% Total 84%
better managementi.e. HBA1c <8 Maori 72% Maori 72% Maori 73% Maori 73%
Diabetes detection of those on diabetes register with type | & I | Total 60% Total 61% Total 62% Total 63%
that access the free annual check-up Maori 40% Maori 43% Maori 44% Maori 45%
Community ~ Referred | | aporatory test turn around times in hours: Biochemistry <24 <24 <24 <24
Test/Diagnostic . : <78 <78 <78 <78
Services Laboratory test turn around times in hours: Immunology
Laboratory test turn around times in hours: Haematology <24 <24 <24 <24
Laboratory test turn around times in hours: Cytology <72 <72 <72 <72
Laboratory test turn around times in hours: Histology <72 <72 <72 <72
Laboratory test turn around times in hours: Microbiology <72 <72 <72 <72
CT & MRI scanning waiting times between referral and actual | Cat A, Cat A, Cat A, Cat A,
scan (Cat A are urgent, Cat B is semi urgent and Cat C are | same day same day same day same day
routine) Cat B, Cat B, Cat B, Cat B,
2-3 weeks 2-3 weeks 2-3 weeks 2-3 weeks
Cat C, Cat C, Cat C, Cat C,
5 weeks 6-8 weeks 6-8 weeks 6-8 weeks
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Main areas of Main measures of performance (includes quantity, quality Targets
performance in and effectiveness of outputs) Baseline 10-11 11-12

Primary and 09/10
Community Service
output class

Pharmacist Services No's of dispensed items 5.187m 5.485m 5.691m
Mental Health | % of the DHB population that access mental health services Age 0-19, | Age 0-19, | Age 0-19, | Age 0-19,
Services 2.78% 3.05% 3.1% 3.2%
Age 20-64, | Age 20-64, | Age 20-64, | Age 20-64,
3.27% 3.55% 3.6% 3.7%
Age 65+, | Age 65+, Age 65+, Age 65+,
1.13% 1% 1% 1%
% of people with enduring mental health illness who have an up | 90.6% 91% 92% 93%
to date crisis prevention / relapse plan
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4.5 Hospital Services - Output Class #3

Acute services

Acute services are for illnesses that have an abrupt onset. It is usually of short duration, rapidly
progressive, and in need of urgent care. The DHB ensures it has sufficient core capacity to manage

acute inpatient events and emergency department attendances.

Emergency Services

Emergency Departments are operated at Dunedin Hospital and Southland Base Hospital which have
the main admitting specialties available to provide definitive care for most patients who require
admission. It is the goal that 95% of patients attending the ED will be admitted, discharged or
transferred within 6 hours. Other smaller rural facilities have stabilization services available.

Elective Services
Elective services (booked surgery) are for patients who do not require immediate hospital treatment.

Our DHB is committed to meeting the government’s expectations around elective services, particularly
the key principles underlying the electives system:

clarity — where patients know whether or not they will receive publicly funded services
timeliness — where services can be delivered within the available capacity, patients receive
them in a timely manner; and

o fairness — ensuring that the resources available are directed to those most in need.

A key priority for the Government is reducing waiting times for elective hospital surgery and treatment.
Appropriate access to elective services is highly valued by the public and therefore important for
ensuring confidence in the public health system generally.

Providing elective surgery to patients who have the greatest ability to benefit from treatment also helps
to improve health outcomes and reduce health disparities for all New Zealanders including Maori and
Pacific peoples.

In managing Elective Services our DHB will focus on the following areas:

Patient Flow Management — Our DHB will comply with required standards on Elective Services
Patient Flow Indicators (ESPIs), which demonstrate that the DHB is managing patients in accordance
with the three principles (clarity, timeliness and fairness), matching their commitments to capacity, and
meeting the 6 month timeframe for provision of assessment and treatment (first specialist assessment).
ESPIs are measured and reported nationally with a green status indicating the target has been met.
Refer to the Ministry of Health elective services website”.

Level of Service — Our DHB will ensure that the hospital(s) provide the amount of elective operations,
procedures and assessments agreed to in our District Annual Plan. We will review the key operations
we perform to ensure we are delivering the right level of service for the people in/our region. We will
demonstrate innovative strategies, or alternative delivery options aimed at increasing elective capacity,
including initiatives across the primary/ secondary interface.

2 http://www.moh.gowt.nz/electiveservices
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Order of Service — Our DHB is committed to making sure that patients are assessed and prioritised
for surgery on a consistent basis, and that they then receive surgery according to the priority they were

given.

Non admitted Services

Generally known as outpatient services, the DHB provides a wide range of specialties to ensure patient
referrals are managed within appropriate timeframes and contribute to the outcome that people with
early conditions are treated and managed earlier with illness progression reduced. Targets include that
referrals for a first specialist assessment (FSA) are managed within a six-month timeframe.

The following diagram demonstrates how hospital services contribute to improved overall health status
which is one of the main outcomes sought by the DHB.

Logic model of output class: Hospital Services

What Outcome is
needed?

What impact are we
having?

How are we going to know
we have achieved these

NN NS

What are we doing to

achieve these results?

N

People who are at risk of illness and/or injury are diagnosed and
managed earlier and
People with early conditions are treated and managed earlier and
illness progression is reduced and
People with long term conditions have their care coordinated across a
range of service provision leading to reduced premature disability and

death
Increased Quality Higher Perinatal and Functional
access to based Standardised maternal independence
elective effective and discharge mortality and

services efficient rates morbidity

services Reduced

mortality and
morbidity

v o408l

Quantity, quality, timeliness and effectiveness measures

Acute and Elective inpatient services, out patient referrals, care
coordination centres, rehabilitation services
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STATEMENT OF FORECAST SERVICE PERFORMANCE
3) Hospital Services Output Class

Main areas of performance
in Hospital Services output
class

Electives Services (inpatient,

Main Measures of Performance (includes quantity,
quality and effectiveness of outputs)

Numbers of total elective discharges (CWDs)

Baseline
09/10

14,498

14,710

+2%

This section outlines the hospital-based services we intend to deliver to our population. It also outlines those hospital services we intend to fund
others to provide for our population. Hospital services include all personal health services, mental health services, Maori health services, services
for older people and disability support services through Southern DHB"s provider-arm and through other DHBs via interdistrict flows (IDFs).

These outputs are aggregated into the following main areas of performance in the Hospital service output class: Mental Health Services; Electives
Services; Acute Services; Maternity Services; Assessment, Treatment and Rehabilitation Services.

+2%

Rehabilitation Services

outpatient
P ) Average Elective length of stay in hospital DH445days | 4.2 days 4 days 4 days
SH 3.92 days
No's of First Specialist Assessments (Eltarget) 33,561 35,957 +1% +1%
ESPI 5 indicator (Waiting time for treatment once <6 months | <6 months | <6 months | <6 months
commitment given)
% of Day Surgery cases from those eligible DH 56% 65% 70% 70%
SH 61%
Cancer treatment waiting times <4 Weeks | <4 Weeks |<4Weeks |<4Weeks
Assessment Treatment and | Waiting time for referral until transfer in to service 2 days 90% < 1day | 90% < 1day | 90% < 1 day
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Main areas of performance
in Hospital Services output

class

department,
outpatient)

Acute Services (emergency

inpatient,

Main Measures of Performance (includes quantity,
quality and effectiveness of outputs)

Baseline
09/10

Targets
11-12

Numbers of acute discharges (CWDs) 32,000 32,459 32,000 32,000
(The goal is for targets to remain static or reduce)
Numbers of non-admitted ED attendances (Dunedin & | 99.806 56,965 54,000 52,000
Southland Base hospitals)
(targets reduce supporting effective primary care
management and effective use of ED for emergencies)
Average length of stay for acute procedures DH4.45days | 4 days 4 days 4 days
DH = Dunedin Hospital, SH = Southland Hospital SH 3.92 days
Acute re-admission to hospital (per 1,000 discharges) | PH 811 DH 8 DH 8 DH 8
SH 9.15 SH 8.5 SH8 SH 8
% of ED attendances with an ED length of stay less than | PH 73% 95% 95% 95%
6 hours SH 82%
Reducing ED triage waiting times (Triage 1 = immediate, | Dunedin T1, 100% T1, 100% T1, 100%
Triage 2 = within 10 minutes, Triage 3 = within 30 mins) | T1 100% T2, 70% T2, 80% T2, 80%
T2 60.1% T3, 60% T3, 65% T3, 70%
Baseline measure taken YTD March 2010 T3 39.3%
Southland
T1 100% T1, 100% T1, 100% T1, 100%
T2 48% T2, 70% T2, 80% T2, 80%
T3 47% T3, 60% T3, 65% T3, 70%
Overall inpatient satisfaction — Dunedin Hospital 82.7% 08/09 | 90% 90% 90%
(measured by survey (Q4) that rate as either good or | 89% YTD
Very good) Mar 2010
Overall inpatient satisfaction — Southland Base Hospital | 89% 07/08 90% 90% 90%
(measured by survey (Q4) that rate as either good or | 85.8 08/09
very good) 87.5% Q2
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4.6 Support Services - Output Class #4

Southern DHB's aim is to have a fully inclusive community, where people are supported to live with
independence and can participate in their communities.

The following diagrams show the services we provide, the impacts we are having and the outcomes

sought.

Logic model of output class: Support Services

What Outcome is
needed?

What impact are we
having?

How are we going to know
we have achieved these

NN NS

What are we doing to

achieve these results?

N

People and their whanau with end stage conditions are supported to
live and die well

I

Right care at Restoration Aging in Supported Independence
the right time place care

in the right

place by the

right person

v 8 8l

Quantity, quality, timeliness and effectiveness measures

I

Needs Assessment and Service Coordination, Home Based Support
Services, Aged Residential Care Services, Day Care Services, Respite
Care Services, Palliative Care Services
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STATEMENT OF FORECAST SERVICE PERFORMANCE
4) Support Services Output Class

This section outlines the Support services we intend to deliver to our population. Each aggregate includes people with long-term disabilities; people
with mental health problems and people who have age-related disabilities.

These outputs are aggregated into the following main areas of performance in the Support Services output class: NASC Services; Home Based
Support Services; Aged Residential Care Bed Services; Day Services; Respite Care Services; Palliative Care Services.

Main areas of Main measures of performance (include quantity, Volumes
performance in Support quality and effectiveness of outputs) Baseline 11-12
Services output class
NASC Services No‘s of assessments completed 80% of 90% of 100% of
approx clients clients clients
clients reassessed reassessed reassessed
within 12 within 12 within 12
months months months.
Day Services No's of days attended (increases to support ageing in 7,820 8,180 36,000 36,000
place strategy)
Palliative Care Services No's of patients assessed and supported (Liverpool Being 180 338 440
Care Pathway) Implemented
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5 ORGANISATIONAL CAPABILITY

5.1 Quality And Safety

The Board acknowledges it is ultimately responsible for the management of risks to Southern DHB.
The Board has charged the CEO through its risk management policy with establishing and operating a
risk management programme in line with the “Guidelines for Managing Risk in the Australian and New
Zealand Public Sector SAAINZSHB 143:1999".

Southern DHB's risk management programme aims to identify issues and manage risks within the
DHB's financial and clinical constraints. Southern DHB has adopted effective strategies for handling
risk to protect patients, families, staff, and the organisation to the best of its ability.

Risk management mainly involves the quality of management and operational systems, clarification of
individual roles and responsibilities and providing a healthy, safe and secure environment for patients,
families and staff.

The risk management programme involves:

e a risk management team, which advises managers and the overall organisation about the
development of risk management strategies, and links into other health providers
core policies, procedures and guidelines, including identifying staff’s training needs
ensuring guidelines and practices identify risks and manage them in a timely manner

¢ identifying the implications of amended and new laws to ensure compliance

Southern DHB has also embraced and developed quality and risk management programmes
supporting ongoing accreditation status against Quality Health New Zealand (QHNZ) Standards.

The following quality principles are embedded into all Southland DHB activities:
the patient/client comes first

all work is part of a process

quality improvement is ongoing

prevention is achieved through planning

quality happens through people

The quality improvement programme has:
o foster a quality structure which supports clinical and non-clinical systems improvements
e enhance reporting, feedback and communication amongst the service groups and the quality
and risk management committee
o facilitated building a clinical governance relationship across all clinical specialties and teams

5.2 Workforce Development And Organisational Health

The DHBs human resources (staff) are its most valuable asset.

Workforce development and strong organisation health are central to our DHB to ensure that we
provide high quality effective services and meet the continued challenges of the health needs of our
community.

Southern DHB is committed to developing a workforce profile and understanding the needs and
expectations of its workforce. We are committed to promoting leadership opportunities and a positive
culture for our organisation.
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Southern DHB remains fully supportive of collaborative workforce activity through the Workforce

Group, the workforce champions® network and the framework of the Future Workforce programme

(including the workforce strategy groups) as part of developing an effective and coordinated approach
to workforce development sector-wide. Southern DHB will also be progressing a number of local and

sub-regional (Otago/Southland) initiatives based on the potential to add value, while recognising that

investment in workforce development is inherently medium to longer term.

Southern DHB has a variety of policies that relate to the “Good Employer” Framework promoted by the

Human Rights Commission.

Leadership, Accountability and Culture.

Southern DHB has implemented a clinical governance
framework to ensure appropriate engagement for
management and clinical staff pertaining to quality and
safety of senices.

The DHB"s Executive Management Team promotes the
organisation's Vision and Values and encourages
staff's inwlvement in decision making which affects
them, through formal change management protocols.

Recruitment, Selection and Induction.

A suite of Equal Employment Opportunity policies are
complemented by an orientation programme for new
staff.

Employee Development, Promotion and Exit.

The DHB has annual performance and development
reviews for staff. Considerable funds are committed to
staff education and dewvelopment each year. The DHB
promotes quality and innovation through workforce
development, which includes having annual awards and
scholarships.

Flexibility and Work Design.

The DHB has numerous part-time staff, some “ob-
shared” roles and tries to be flexible about staff's on-
site and off-site commitments. The DHB employs
around 4,500 staff (3,554 FTE).

Remuneration, Recognition and Conditions.

Southern DHB"s Human Resources aims to contribute
to the dewelopment of an organisation which shares
common values and ensures staff are recognised and
valued in ways meaningful to them, because that is key
to recruiting and retaining a highly skilled workforce.

Harassment and Bullying Prevention.

Southern DHB has adopted a zero tolerance to
harassment and bullying, supported by appropriate
policies which include a Code of Conduct policy.

Safe and Healthy Environment.

Dedicated Health and Safety staff take a proactive
approach, through an accredited Accident
Compensation Corporation partnership programme. A
strong culture of workplace safety and consultation
networks continues, including elected health and safety
representatives on committees throughout the DHB.
Southern DHB has strong and proactive management
of health and safety issues. Southland DHB continually
seeks to improve its ability to understand, measure and
prevent incidents.

The organisation also has an independent contracted
employee assistance programme supported by staff
mentors and advisors if needed.
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5.3 National, Regional And Cross- Sector Collaboration

Working collaboratively with others, both across the sector and with other health and social service
providers is integral to the success of Southern DHB in achieving the goals set out in our DAP. We are
committed to sharing resources with regional DHBs and providers as well as collaboration with the
Ministry, DHBNZ®, NGOs* and other service providers in order to achieve specific outcomes.

Regional
During 2009, the South Island DHBs approved a framework to support planning for clinically and
fiscally sustainable health and disability services for the future in the South Island.

All service planning is based on the South Island Health Services planning principles:

Equity of Access

Maori Health Service Needs

Clinical Engagement

Patient centered consumer involvement
Community acceptance

Quality and Safety

Continium of care

Fiscal sustainability

Clinical sustainability

For details please refer to appendix six of the Southern DHB DAP which can be found our website.

National

All DHBs support national collective activity coordinated by District Health Boards New Zealand
(DHBNZ) and our DHB will continue to actively participate in DHBNZ activities. DHBNZ maintains links
with central shared support agencies and works to confirm sector priorities through the Health Sector
work plan and the DHBNZ Annual Plan. DHBNZ takes initiatives on behalf of DHBs in a range of areas
including primary health, workforce development, industrial relations, funding and accountability, public
health, service frameworks, national procurement, pricing and prioritisation tools.

Cross-Sector
The more significant relationships that are part of delivering our intended outcomes involve:

University of Otago

Southern Institute of Technology

ACC

Child Youth and Family (CYF) Services
NZ Police

Civil Defence

Ministry of Social Development

5.4 Reporting to the Minister

During the year, the DHB expects to report to the Minister on the following matters:

3 DHBNZ (District Health Boards New Zealand) has the overall purpose of assisting DHBs to collectively meet their objectives and
accountabilities to the Crow n.
4 NGOs (Non-Governmental Organisations) for more information on NGOs go to http://www.moh.govt.nz/ngo
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On potential service reconfigurations that may be necessary to achieve financial sustainability
Until December 2010, we will be providing monthly updates on the recent DHB merger

e The DHB also reports to the Minister (via the Ministry) for ad-hoc information requests, national
data collections, hospital benchmarking indicators, indicators of DHB performance and the
management / administration staffing cap

¢ Report annually on the DHB plans and performance through the submission of the DAP, this
SOl and the Annual Report

We monitor and report our progress to the Minister of Health through a range of regular monthly and
quarterly reports to the Minister's agent, the Ministry of Health. Financial reporting is provided monthly
and accountability indicators are reported quarterly.

5.5 Performance Improvement Actions

In accordance with Cabinet decisions, DHBs are required to express PIAs in their accountability
documents. Each DHB is requested to attach as a schedule to its DAP, its planned performance
improvement actions identifying:

e Actions
e Deliverables — timing
e Savings impact

The Minister expects that DHBs"PIAs for 2010/11 will focus their PIAs on the following objectives:

¢ Achieve financial security
Improve productivity and quality
Enhance regional cooperation

In this regard, the DHB has the following PIA' that target incremental savings of $5.9 million, $4.7
million and $4.6 million across the three year period of this SOI:

e Getting to an equitable expenditure position in areas where we are spending more than our
PBF share, i.e.: Disability Support Services and Community Pharmaceuticals, fully annualised
savings of $5.6 million are sought

e Enhancing sector cooperation by merging the DHB and implementing a regional clinical service
approach using a single service, many sites approach. These initiatives target annual savings
of $1.5 million

e Enhancing primary care service coordination through the creation of a single PHO, this initiative
targets annualised savings of $1 million

¢ Implementing new models of care across the rural health delivery. This initiative currently target
savings of $2.8 million

e Reducing mental health expenditure by improving efficiency and configuration of service
delivery whilst maintaining quality. This initiative targets savings of $2 million

e Additional revenue targets of $1.9 million and minor efficiency projects that target a further $0.4
million.
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6 FINANCIAL PERFORMANCE

6.1 Financial Statements

The prospective financial statements contained in this section comply with Financial Reporting
Standard (FRS)-42. These statements have been issued for the purpose of providing a summary of
financial information for the period covered in this SOI. The financial information contained herein is to
be consistent with the financial statements contained in the District Annual Plan (DAP). If the DAP is
not approved by 30 June, then this SOI and the prospective financial statements may be updated to
reflect the final approved DAP position.

The prospective financial statements were issued on 26 May 2010 and authorised by the DHB CFO.
The authorising person is responsible for the prospective financial statements presented, including the
appropriateness of the assumptions underlying the prospective financial statements.

Southern DHB's key assumptions relating to the budgeted financial statements are listed below:

— Wage growth and contractual price increases are managed within the inflationary component of
the funding package

— Salary step increases specified in national collectives are an additional cost to the inflationary
wage growth

— Funding is based on the Government Allocations under PBF

— That the proposed $8 million reduction in tertiary funding for 2011/12 is offset by an equivalent
increase in the transitional funding pool

— Capital expenditure and operating costs from the planned facilities redevelopment have been
factored across the three financial years commencing in July 2010. These are assumed to be
funded by Crown equity and private debt and two projects are subject to Ministerial approval

— The Elective base is re-set in 2011/12 bringing an additional $1.9m of funding for the DHB

— No Asset Revaluation impacts are factored

— No gains or losses from property, plant and equipment disposals

— Advance Funding will be retained

— Successfully delivering the programme of financial efficiencies that totals $5.9m in the 2010/11
year with further incremental savings of $4.7 million and $4.6 million in 2011/12 and 2012/13
respectively

These assumptions contain risks and therefore the actual financial results may vary. The DHB faces
considerable uncertainty with regards to future demand for services, that and uncertainties in wage
growth assumptions make it possible that any variation in the actual financial results from these
prospective financial statements may be significant.

Southern DHB was created from the merger of the Otago and Southland DHBs effective from 1 May
2010, hence the 2009/10 financials only reflect a two month period.

The following pages contain the financial statements.
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2008/09 2009/10 2010/11 2011/12
Consolidated Statement of Prospective Actual Forecast Plan Plan
Comprehensive Income $'000 $'000 $'000 $'000
Revenue - 138,073 802,111 820,856 838,093
Personnel costs - (49,517)| (298,168)| (303,655)| (310,225)
Outsourced Services - (5,411) (23,903) (24,381) (24,869)
Clinical Supplies - (12,341) (68,915) (70,293) (71,699)
Infrastructure & Non-Clinical Supplies - (7,928) (52,057) (53,591) (55,273)
Finance Costs - (1,090) (5,824) (6,051) (6,143)
Depreciation and Amortisation Costs - (3,450) (21,202) (21,287) (20,840)
Personal Health - (41,072)| (224,702)] (229,221)| (231,832)
Mental Health - (3,766) (23,116) (22,584) (22,041)
Disability Support Services - (17,008)| (100,426)| (101,438)| (102,470)
Public Health - (1,068) (563) (574) (585)
Maori Health - (289) (1,720) (1,754) (1,790)
Surplus / (Deficit) - (4,867) (18,485) (13,974) (9,673)
2008/09 2009/10 2010/11 2011/12
Actual Forecast Plan Plan
Provider $'000 $'000 $'000 $'000
Revenue - 79,194 460,130 469,386 478,829
Personnel costs - (48,831)[ (294,721)| (300,239)| (306,741)
Outsourced Services - (5,148) (22,970) (23,430) (23,898)
Clinical Supplies - (12,341) (68,915) (70,293) (71,699)
Infrastructure & Non-Clinical Supplies - (7,471) (49,255) (50,832) (52,459)
Finance Costs - (1,090) (5,824) (6,051) (6,143)
Depreciation and Amortisation Costs - (3,450) (21,202) (21,287) (20,840)
Internal Allocations - - - - -
Surplus / (Deficit) - 863 (2,757) (2,746) (2,952)
2008/09 2009/10 2010/11 2011/12
Actual Forecast Plan Plan
Funder $'000 $'000 $'000 $'000
Revenue - 127,847 748,575 766,195 782,285
Personal Health - (97,443)| (545,178)| (556,107)| (565,255)
Mental Health - (13,944) (85,885) (86,608) (87,346)
Disability Support Services - (20,641) (121,889)] (123,330)| (124,800)
Public Health - 194 (2,177) (2,220) (2,265)
Maori Health - (335) (1,992) (2,032) (2,073)
Other - (1,108) (7,182) (7,126) (7,268)
Surplus / (Deficit) - (5,430) (15,728) (11,228) (6,721)
2008/09 2009/10 2010/11 2011/12
Actual  Forecast Plan Plan
Governance $'000 $'000 $'000 $'000
Revenue - 1,106 7,182 7,126 7,268
Personnel costs - (686) (3,447) (3,416) (3,484)
Outsourced Services - (263) (933) (951) (970)
Clinical Supplies - - - - -
Infrastructure & Non-Clinical Supplies - (457) (2,803) (2,759) (2,814)
Finance Costs - - - - -
Depreciation and Amortisation Costs - - - - -
Internal Allocations - - - - -
Surplus / (Deficit) - (300) (0) 0 (0)
32
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Consolidated Statement of Prospective Changes in

Equity

2008/09
Actual
$'000

2009/10
Forecast
$'000

2010/11
Plan
$'000

2011/12
Plan
$'000

2012/13
Plan
$'000

Total Equity at beginning of period 91,972 96,898 107,906 117,525
Net Result for the period - Funder - (5,430) (15,728) (11,228) (6,721)
Net Result for the period - Provider - 863 (2,757) (2,746) (2,952)
Net Result for the period - Governance - (300) (0) 0 (0)
Revaluation of Fixed Assets - - - - -
Other movement - - - - -
Equity Repaid (Revaluation funding) - (707) (707) (707) (707)
Equity Injections for Capital - - 12,200 10,300 2,600
Equity Injections for Deficit - 10,500 18,000 14,000 9,000
Total Equity at end of Period - 96,898 107,906 117,525 118,745

Consolidated Statement of Prospective Financial
Position

2008/09
Actual

$'000

2009/10
Forecast
$'000

2010/11
Plan
$'000

2011/12
Plan
$'000

2012/13
Plan
$'000

Current Assets:

Cash & Bank Accounts - 19,446 2,528 5,726 6,144
Prepayments - 1,759 1,759 1,759 1,759
Inventory - 4,235 4,235 4,235 4,235
Accounts Receivable - 23,711 23,536 23,592 23,700
Assets held for resale - - -

Total Current Assets - 49,151 32,058 35,312 35,838
Current Liabilities:

Bank overdraft and current debt - (29,900) (29,308) (28,716) (28,124)
Creditors provisions and payables - (92,824) (89,092) (90,558) (90,268)
Total Current Liabilities - (122,724) (118,400)| (119,274)| (118,392)
Net Working Capital - (73,573) (86,342) (83,962) (82,554)
Non Current Assets:

Land , Buildings, Plant and Equipment - 260,241 286,089 294,194 293,017
Non Current Liabilities:

Long Term Debt - (73,320) (75,391) (76,255) (75,268)
Other Liabilities - (16,450) (16,450) (16,450) (16,450)
Net Equity - 96,898 107,906 117,526 118,745

Consolidated Statement of Prospective Cash Flows

2008/09
Actual
$'000

2009/10
Forecast
$'000

2010/11
Plan
$'000

2011/12
Plan
$'000

2012/13
Plan
$'000

Operating Cashflows
Cash inflows from operating activities - 206,548 802,268 820,805 837,998
Cash outflows from operating activities - (205,852)[ (797,877)] (805,685)] (820,850)
Net cash inflows(outflows) from operating activities - 696 4,391 15,120 17,148
Investing Cashflows
Cash inflows from investing activities - - - - -
Cash outflows from investing activities - (3,529) (46,342) (28,316) (18,376)
Net cash flows from investing activities - (3,529) (46,342) (28,316) (18,376)
Financing Cashflows
Cash inflows from financing activities - 9,793 35,000 27,500 11,600
Cash outflows from financing activities - (448) (9,967) (11,106) (9,954)
Net cashflows from financing activities - 9,345 25,033 16,394 1,646
Net increase/(decrease) in cash held - 6,512 (16,918) 3,198 418
Add opening balance - 12,934 19,446 2,528 5,726
Closing cash balance - 19,446 2,528 5,726 6,144
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6.2 Expenditure by Output Class

2008/09

Actual
$'000

Revenue & Expenditure by Output Class

2009/10
Forecast
$'000

2010/11
Plan
$'000

2011/12
Plan
$'000

Public Health Revenue 3,547 14,417 14,649 ,

Public Health Expenditure (3,547) (14,417) (14,649) (14,767)
Public Health Net Result - - - - -
Primary & Community Revenue 30,351 186,731 190,579 195,583
Primary & Community Expenditure (35,234)] (190,453)] (193,300)] (197,280)
Primary & Community Net Result - (4,883) (3,722) (2,721) (1,697)
Hospital Services Revenue 87,367 508,524 518,692 528,273
Hospital Services Expenditure (87,016)] (514,356)[ (524,513)] (532,300)
Hospital Services Net Result - 351 (5,832) (5,821) (4,027)
Support Services Revenue 16,808 92,439 96,936 99,470
Support Services Expenditure (17,143)] (101,370)] (102,368)] (103,419)
Support Services Net Result - (335) (8,931) (5,432) (3,949)
Total DHB Consolidated Revenue - 138,073 802,111 820,856 838,093
Total DHB Consolidated Expenditure - (142,940)| (820,596)| (834,830)| (847,766)
DHB Consolidated Net Result - (4,867) (18,485) (13,974) (9,673)

6.3 Capital Expenditure

Southern DHB faces ongoing difficulties in funding capital expenditure. Capital Expenditure is shown in

the following table:

Capital Budget

2009/10
Forecast
$'000

2010/11
Plan
$'000

2011/12
Plan
$'000

2012/13
Plan
$'000

Buildings & Plant (5,731) (4,548) (2,900) (2,900)
Clinical & Other Equipment (10,614) (8,810) (8,600) (9,400)
Motor Vehicles (25) - - -
Information Technology (IT) (6,523) (3,000) (3,000) (3,000)
Total Baseline Capital Expenditure (22,893) (16,358) (14,500) (15,300)
Dunedin Site Redevelopment - (12,256) (9,766) (3,076)
Invercargill Site Redevelopment - (2,550) (850) -
Queenstown Site Redevelopment - (4,800) (3,200) -
Oral Health Clinics & Equipment - (3,578) - -
Total Capital Expenditure (22,893) (39,542) (28,316) (18,376)
Lease Payments for Clinical Equipment (1,859) (2,138) (2,111) (975)
Lease Payments for Information Technology Assets (1,244) (1,300) (1,300) (1,300)
Total Capital and Leasing Expenditure (25,996) (42,980) (31,727) (20,651)

Baseline capital expenditure and leasing payments are in total below the depreciation expense line
thereby providing an internal funding source (assuming the deficit is supported by Crown Equity).

Other capital investment requirements are more problematic. A business case for the redevelopment
required at Dunedin Hospital has just been approved by the Minister. A large challenge of this project
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is managing the financial impacts of this investment however the buildings are in serious need of
improvement to continue to adhere to health sector quality standards. Areas such as the mental health
acute inpatient unit, neo natal unit and the paediatric inpatient unit are planned to be upgraded along
with associated infrastructure.

The other major redevelopment required is at the Lakes District Hospital with expenditure of $8 million
required to support planned new models of care and the creation of an Integrated Family Health Centre
on the site. This exciting project will see enhanced collaboration between primary and secondary
services with planned co-location of GPs along with other health practitioners on the site. While the
project will deliver significant financial savings, finding capital funding given the overall DHB financial
position is likely to be a challenge. It is important to note that capital approval from the Minister is yet to
be obtained for this project and this will be required before it could proceed.

The recent update to the Asset Management Plan signals a significant funding shortfall to replace the
current clinical equipment as its useful life expires with this being a common theme at both the Dunedin
Hospital and Southland Base Hospital. A Capital Approval Group utilities a prioritisation process that
incorporates risk mitigation and clinical prioritisation.

6.4 Disposal of Land

The DHB will ensure that disposal of land or buildings transferred to, or vested in it pursuant to the
Health Sector (Transfers) Act (1993) will be subject to approval by the Minister of Health. The DHB will
ensure that the relevant protection mechanisms that address the Crown's obligations under the Treaty
of Waitangi and any processes relating to the Crown"s good governance obligations in relation to Maori
sites of significance and that the requirements of section 40 of the Public Works Act are addressed.
Any such disposals are planned in accordance with (s42(2) of the NZPHD Act 2000.
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Appendix 1 - Accounting Policies

Reporting Entity

Southern District Health Board (Southern DHB) is a Health Board established by the New Zealand
Public Health and Disabilities Act 2000. Southern DHB is a Crown entity in terms of the Crown Entities
Act 2004, owned by the Crown and domiciled in New Zealand.

Southern DHB is a reporting entity for the purposes of the New Zealand Public Health and Disability
Act 2000, the Financial Reporting Act 1993, the Public Finance Act 1989 and the Crown Entities Act
2004.

Southern DHB is a public benefit entity, as defined under NZIAS 1.

Southern DHB's activities involve delivering health and disability services and mental health services in
a variety of ways to the community.

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements and in preparing an opening NZIFRS Statement of Financial Position at 1 July
2006 for the purposes of the transition to NZIFRS.

Statement of compliance

The financial statements have been prepared in accordance with Generally Accepted Accounting
Practice in New Zealand (NZGAAP). They comply with New Zealand equivalents to International
Financial Reporting Standards (NZIFRS), and other applicable Financial Reporting Standards, as
appropriate for public benefit entities.

Basis of preparation

The financial statements are presented in New Zealand Dollars (NZD), rounded to the nearest
thousand. The financial statements are prepared on the historical cost basis except that the following
assets and liabilities are stated at their fair value, financial instruments classified as available-for-sale,
land and buildings and investment property, and certain borrowings.

Non-current assets held for sale are stated at the lower of carrying amount and fair value less costs to
sell.

The preparation of financial statements in conformity with NZIFRSs requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets and liabilities, income and expenses. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgements about carrying values of
assets and liabilities that are not readily apparent from other sources. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision affects
only that period, or in the period of the revision and future periods if the revision affects both current
and future periods.
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Associates

Associates are those entities in which Southern DHB has significant influence, but not control, over the
financial and operating policies.

The financial statements include Southern DHB's share of the total recognised gains and losses of
associates on an equity accounted basis, from the date that significant influence commences until the
date that significant influence ceases. When Southern DHB"s share of losses exceeds its interest in an
associate, Southern DHB" carrying amount is reduced to nil and recognition of further losses is
discontinued except to the extent that Southern DHB has incurred legal or constructive obligations or
made payments on behalf of an associate.

Foreign currency transactions

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet
date are translated to NZD at the foreign exchange rate ruling at that date. Foreign exchange
differences arising on translation are recognised in the statement of financial performance. Non-
monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are
translated using the exchange rate at the date of the transaction. Non-monetary assets and liabilities
denominated in foreign currencies that are stated at fair value are translated to NZD at foreign
exchange rates ruling at the dates the fair value was determined.

Budget figures

The budget figures are those approved by the health board in its District Annual Plan and included in
the Statement of Intent. The budget figures have been prepared in accordance with NZGAAP. They
comply with NZIFRS and other applicable Financial Reporting Standards as appropriate for public
benefit entities. Those standards are consistent with the accounting policies adopted by Southern DHB
for the preparation of these financial statements.

Property, plant and equipment
Classes of property, plant and equipment

The maijor classes of property, plant and equipment are as follows:

Freehold land

Freehold buildings

Plant, equipment and fixture and fittings
Computer equipment

Vehicles

Work in progress.

Owned assets

Except for land and buildings, items of property, plant and equipment are stated at cost, less
accumulated depreciation and impairment losses. The cost of self-constructed assets includes the
cost of materials, direct labour, the initial estimate, where relevant, of the costs of dismantling and
removing the items and restoring the site on which they are located, and an appropriate proportion of
direct overheads.

Land and buildings are revalued to fair value as determined by an independent registered valuer, with
sufficient regularity to ensure the carrying amount is not materially different to fair value, and at least
every five years. Any increase in value of a class of land and buildings is recognised directly to equity
unless it offsets a previous decrease in value recognised in the statement of financial performance.
Any decreases in value relating to a class of land and buildings are debited directly to the revaluation
reserve, to the extent that they reverse previous surpluses and are otherwise recognised as an
expense in the statement of financial performance.

Southern DHB Statement of Intent 2010/11 37



Additions to property, plant and equipment between valuations are recorded at cost.

Where material parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate components of property, plant and equipment.

Disposal of Property, Plant and Equipment

Where an item of plant and equipment is disposed of, the gain or loss recognised in the statement of
financial performance is calculated as the difference between the net sales price and the carrying
amount of the asset.

Any balance attributable to the disposed asset in the asset revaluation reserve is transferred to
retained earnings

Additions

The cost of an item of property, plant and equipment is recognised as an asset if, and only if, it is
probable that future economic benefits or service potential associated with the item will flow to
Southern DHB and the cost of the item measured reliably.

In most instances, an item of property, plant and equipment is recognised at its cost. Where an asset is
acquired at no cost, or for nominal cost, it is recognised at fair value as at date of acquisition.

Leased assets

Leases where Southern DHB assumes substantially all the risks and rewards of ownership are
classified as finance leases. The assets acquired by way of finance lease are stated at an amount
equal to the lower of their fair value and the present value of the minimum lease payments at inception
of the lease, less accumulated depreciation and impairment losses.

Subsequent costs

Subsequent costs are added to the carrying amount of an item of property, plant and equipment when
that cost is incurred if it is probable that the service potential or future economic benefits embodied
within the new item will flow to Southern DHB. All other costs are recognised in the statement of
financial performance as an expense as incurred.

Depreciation

Depreciation is provided on a straight line basis on all fixed assets other than freehold land, at rates
which will write off the cost (or revaluation) of the assets to their estimated residual values over their
useful lives.

The useful lives and associated depreciation rates of major classes of assets have been estimated as
follows:

Buildings 15 to 80 years (6.7%—-12.5%)
Plant and equipment 5to 15 years (6.7-20%)
Computer Equipment 3 to 10 years (10%—33%)
Motor vehicles 5 years (20%)

Capital work in progress is not depreciated. The total cost of a project is transferred to freehold
buildings and/or plant and equipment on its completion and then depreciated.
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The residual value of assets is reassessed annually, and adjusted if applicable, at each financial year-
end.

Intangible assets

Intangible assets that are acquired by Southern DHB are stated at cost less accumulated amortisation
and impairment losses. Intangible assets with finite lives are subsequently recorded at cost less any
amortisation.

Amortisation

Amortisation is charged to the statement of financial performance on a straight-line basis over the
estimated useful lives of intangible assets unless such lives are indefinite. Intangible assets with
an indefinite useful life are tested for impairment at each balance sheet date. Other intangible
assets are amortised from the date they are available for use. The estimated useful lives are as
follows:

Type of asset Estimated life Amortisation rate
Software 3 to 10 years 10%-33%
Investments

Investments in debt and equity securities

Financial instruments held for trading are classified as current assets and are stated at fair value, with
any resultant gain or loss recognised in the statement of financial performance.

Other financial instruments held by Southern DHB are classified as being available-for-sale and are
stated at fair value, with any resultant gain or loss being recognised directly in equity, except for
impairment losses and foreign exchange gains and losses. When these investments are derecognised,
the cumulative gain or loss previously recognised directly in equity is recognised in the statement of
financial performance. Where these investments are interest-bearing, interest calculated using the
effective interest method is recognised in the statement of financial performance.

Financial instruments classified as held for trading or available-for-sale investments are recognised /
derecognised by Southern DHB on the date it commits to purchase / sell the investments.

Trade and other receivables

Trade and other receivables are initially recognised at fair value and subsequently stated at amortised
cost less impairment losses. Bad debts are written off during the period in which they are identified.
Inventories

Inventories are stated at the lower of cost, on a first in first out basis and net realisable value. Net
realisable value is the estimated selling price in the ordinary course of business, less the estimated
costs of completion and selling expenses.

Inventories held for distribution

Inventories held for distribution are stated at the lower of cost and current replacement cost.

Cash and cash equivalents

Cash and cash equivalents comprises cash balances, call deposits and deposits with a maturity of no
more than three months from the date of acquisition. Bank overdrafts that are repayable on demand
and form an integral part of Southern DHB"s cash management are included as a component of cash
and cash equivalents for the purpose of the statement of cash flows.
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Impairment

The carrying amounts of Southern DHB's assets other than investment property, inventories and
inventories held for distribution are reviewed at each balance date to determine whether there is any
indication of impairment. If any such indication exists, the assets" recoverable amounts are estimated.

For intangible assets that have an indefinite useful life and intangible assets that are not yet available
for use, the recoverable amount is estimated at each balance sheet date and was estimated at the
date of transition.

If the estimated recoverable amount of an asset is less than its carrying amount, the asset is written
down to its estimated recoverable amount and an impairment loss is recognised in the statement of
financial performance.

An impairment loss on property, plant and equipment revalued on a class of asset basis is recognised
directly against any revaluation reserve in respect of the same class of asset to the extent that the
impairment loss does not exceed the amount in the revaluation reserve for the same class of asset.

When a decline in the fair value of an available-for-sale financial asset has been recognised directly in
equity and there is objective evidence that the asset is impaired, the cumulative loss that had been
recognised directly in equity is recognised in the statement of financial performance even though the
financial asset has not been derecognised. The amount of the cumulative loss that is recognised in the
statement of financial performance is the difference between the acquisition cost and current fair value,
less any impairment loss on that financial asset previously recognised in the statement of financial
performance.

Calculation of recoverable amount

The estimated recoverable amount of receivables carried at amortised cost is calculated as the present
value of estimated future cash flows, discounted at their original effective interest rate. Receivables
with a short duration are not discounted.

Estimated recoverable amount of other assets is the greater of their fair value less costs to sell and
value in use. Value in use is calculated differently depending on whether an asset generates cash or
not. For an asset that does not generate largely independent cash inflows, the recoverable amount is
determined for the cash-generating unit to which the asset belongs.

For non-cash generating assets that are not part of a cash generating unit value in use is based on
depreciated replacement cost (DRC). For cash generating assets value in use is determined by
estimating future cash flows from the use and ultimate disposal of the asset and discounting these to
their present value using a discount rate that reflects current market rates and the risks specific to the
asset.

Impairment gains and losses, for items of property, plant and equipment that are revalued on a class of
assets basis, are also recognised on a class basis.

Reversals of impairment

Impairment losses are reversed when there is a change in the estimates used to determine the
recoverable amount.

An impairment loss on an equity instrument investment classified as available-for-sale or on items of
property, plant and equipment carried at fair value is reversed through the relevant reserve. All other
impairment losses are reversed through the statement of financial performance.

An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortisation, if no impairment
loss had been recognised.
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Interest-bearing and Interest-free borrowings

Interest-bearing and interest free borrowings are recognised initially at fair value less attributable
transaction costs. Subsequent to initial recognition, borrowings are stated at amortised cost with any
difference between cost and redemption value being recognised in the statement of financial
performance over the period of the borrowings on an effective interest basis.

Employee benefits
Defined contribution plans

Obligations for contributions to defined contribution plans are recognised as an expense in the
statement of financial performance as incurred.

Long service leave, sabbatical leave and retirement gratuities

Southern DHB's net obligation in respect of long service leave, sabbatical leave and retirement
gratuities is the amount of future benefit that employees have earned in return for their service in the
current and prior periods. The obligation is calculated by AON New Zealand Ltd, using accepted
actuarial principles and complies with all requirements of NZ IAS. The discount rates adopted are in
accordance with NZ IAS 19.

Annual leave, conference leave, sick leave and medical education leave

Annual leave, conference leave, sick leave and medical education leave are short-term obligations and
are calculated on an actual basis at the amount Southern DHB expects to pay. Southern DHB accrues
the obligation for paid absences when the obligation both relates to employees® past services and it
accumulates.

Provisions

A provision is recognised when Southern DHB has a present legal or constructive obligation as a result
of a past event, and it is probable that an outflow of economic benefits will be required to settle the
obligation. If the effect is material, provisions are determined by discounting the expected future cash
flows at a rate that reflects current market rates and, where appropriate, the risks specific to the
liability.

Restructuring

A provision for restructuring is recognised when Southern DHB has approved a detailed and formal
restructuring plan, and the restructuring has either commenced or has been announced publicly.
Future operating costs are not provided for.

Onerous contracts

A provision for onerous contracts is recognised when the expected benefits to be derived by Southern
DHB from a contract are lower than the unavoidable cost of meeting its obligations under the contract.
Trade and other payables

Trade and other payables are stated at amortised cost using the effective interest rate.

Insurance

Accident Compensation Corporation Partnership Programme

Southern DHB belongs to the ACC Partnership Programme whereby Southern DHB accepts the
management and financial responsibility of work related illnesses and accidents of employees. Under
the ACC Partnership Programme, Southern DHB is effectively providing accident insurance to
employees and this is accounted for as an insurance contract. The value of this liability represents the

expected future payments in relation to accidents and illnesses occurring up to the balance sheet date
for which Southern DHB has responsibility under the terms of the Partnership Programme.
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The liability for claims reported prior to balance date has been determined by assuming that the future
experience for each current claim is consistent with historical claim information since the
commencement of the programme. The liability for injuries or illnesses that have occurred up to
balance date, but not yet reported or not enough reported, has been determined by reference to
historical information of the time it takes to report injury or illness.

The value of the liability is measured at the present value of the future payments for which Southern
DHB has responsibility using a risk free discount rate. The value of the liability includes a risk margin
that represents the inherent uncertainty of the present value of the expected future payments.

Revenue relating to service contracts

Southern DHB is required to expend all monies appropriated within certain contracts during the year in
which it is appropriated. Should this not be done, the contract may require repayment of the money or
Southern DHB, with the agreement of the Ministry of Health, may be required to expend it on specific
services in subsequent years. The amount unexpended is recognised as a liability.

Income tax

Southern DHB is a crown entity under the New Zealand Public Health and Disability Act 2000 and is
exempt from income tax under section CW38 of the Income Tax Act 1994.

Goods and services tax

All amounts are shown exclusive of Goods and Services Tax (GST), except for receivables and
payables that are stated inclusive of GST. Where GST is irrecoverable as an input tax, it is recognised
as part of the related asset or expense.

Revenue
Crown funding

The majority of revenue is provided through an appropriation in association with a Crown Funding
Agreement. Revenue is recognised monthly in accordance with the Crown Funding Agreement
payment schedule, which allocates the appropriation equally throughout the year.

Goods sold and services rendered

Revenue from goods sold is recognised when Southern DHB has transferred to the buyer the
significant risks and rewards of ownership of the goods and Southern DHB does not retain either
continuing managerial involvement to the degree usually associated with ownership nor effective
control over the goods sold.

Revenue from services is recognised, to the proportion that a transaction is complete, when it is
probable that the payment associated with the transaction will flow to Southern DHB and that payment
can be measured or estimated reliably, and to the extent that any obligations and all conditions have
been satisfied by Southern DHB.

Expenses
Operating lease payments

Payments made under operating leases are recognised in the statement of financial performance on a
straight-line basis over the term of the lease. Lease incentives received are recognised in the
statement of financial performance over the lease term as an integral part of the total lease expense.

Finance lease payments

Minimum lease payments are apportioned between the finance charge and the reduction of the
outstanding liability. The finance charge is allocated to each period during the lease term on an
effective interest basis.
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Net financing costs

Net financing costs comprise interest paid and payable on borrowings calculated using the effective
interest rate method, interest received and receivable on funds invested calculated using the effective
interest rate method, dividend income and gains and losses on hedging instruments that are
recognised in the statement of financial performance.

The interest expense component of finance lease payments is recognised in the statement of financial
performance using the effective interest rate method.

Non-current assets held for sale

Immediately before classification as held for sale, the measurement of the assets (and all assets and
liabilities in a disposal group) is brought up-to-date in accordance with applicable NZIFRSs. Then, on
initial classification as held for sale, a non-current asset and/or a disposal group is recognised at the
lower of its carrying amount and its fair value less costs to sell.

Impairment losses on initial classification as held for sale are included in the statement of financial
performance, even when the asset was previously revalued. The same applies to gains and losses on
subsequent re-measurement.

Custodial/Trust and Bequest Funds

Donations and bequests to Southern DHB are recognized as revenue when control over assets is
obtained. A liability, rather than revenue, is recognized where fulfilment of any restrictions attached to
those assets is not probable. Those donations and bequests with restrictive conditions are
appropriated from Retained Earnings to the Trust Funds component of Equity. When expenditure is
subsequently incurred in respect of these funds it is recognised in the Statement of Financial
Performance and an equivalent amount is transferred from the Trust Funds component of Equity to
Retained Earnings.

Financial Instruments

The Southern DHB is party to financial instruments as part of its normal operations. Financial
instruments are contracts which give rise to assets and liabilities or equity instruments in another
equity. These financial instruments include bank accounts, short-term deposits, investments, interest
rate swaps, debtors, creditors and loans. All financial instruments are recognised in the Statement of
Financial Position and all revenues and expenses in relation to financial instruments are recognised in
the Statement of Financial Performance. Except for those items covered by a separate accounting
policy, all financial instruments are shown at their estimated fair value.

Cost of Service Statements

The cost of service statements, as reported in the Statement of Objectives and Service Performance,
reports the net cost of services for the outputs of Southern DHB and are represented by the cost of
providing the output less all the revenue that can be allocated to these activities.

Cost Allocation

Southern DHB has arrived at the net cost of service for each significant activity using the cost
allocation system outlined below.

Cost Allocation Policy

Direct costs are charged directly to output classes. Indirect costs are charged to output classes based
on cost drivers and related activity/usage information.

Criteria for Direct and Indirect Costs

“Direct costs” are those costs directly attributable to an output class. “Indirect costs” are those costs
which cannot be identified in an economically feasible manner with a specific output class. Indirect
costs are therefore charged to output classes in accordance with prescribed Hospital Costing
Standards based upon cost drivers and related activity/usage information.
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