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Purpose  
To advise the Minister: 
 
• The year to date financial results of the district health board (DHB) sector as at 30 April 2016. 
 
• The actions the Ministry of Health (The Ministry) is undertaking to address the issues with DHBs 

whose results are unfavourable to budget. 

Key points 
1. The sector’s overall performance result for the year to date (YTD) 30 April 2016 was a net deficit of 

$63 million, which was $23 million unfavourable to budget.  The YTD April 2016 result was  
$6 million deterioration on the YTD March 2016 result of $17 million unfavourable to budget. 

 
2. Eight DHBs achieved a breakeven (under $0.1 million unfavourable to budget) or better result to 

budget at 31 April 2016. 
 
3. In the previous year, as at 30 April 2015, 11 DHBs had results that were unfavourable to budget 

and the sector result was $32 million unfavourable to budget. 
 

4. The sector’s YTD unfavourable variance to budget of $23 million is made up of unfavourable 
variances to total personnel costs ($85 million), outsourced services costs ($17 million), clinical 
supplies costs ($20 million) and infrastructure costs ($4 million) offset by favourable variances to 
revenue ($84million) and payments to other providers ($18 million). 

 
5. The sector year end result forecast as at April 2016 was a $49 million deficit being $30 million 

unfavourable to the budgeted year end result.  The result forecast has deteriorated by $2 million in 
the April 2016 month. 

 
6. The Ministry continues to closely monitor DHBs with unfavourable financial results and/or 

unfavourable trends and is working with them to improve financial performance.  The Ministry will 
have met the following DHBs by the end of May 2016 to discuss their financial performance: 
Capital & Coast, Hutt Valley, Lakes, Taranaki, MidCentral and Southern. 
 

7. Overall YTD average accrued FTEs were 229 below budget.  
 
8. Historically the sector has tended to be below budgeted capital expenditure levels driven by delays 

in project commencement.  In February 2016 the variance to budget was $137 million.  The 
variance increased in March 2016 to $376 million and was almost entirely due to Canterbury DHB 
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budgeting $221 million of capital expenditure in the month of March 2016 for the planned transfer 
of ownership of Burwood Hospital to the DHB.  The transfer of ownership of the Burwood Hospital 
did not take place and is now due to occur in July 2017. 
 

Recommendations 
The Ministry recommends that you:  

a) Refer this report to the Minister of Finance for his information Yes / No 
b) Note the Health Report and associated schedules are copied to the Treasury 

(State Sector Performance Branch), DHB Chairs and DHB Chief Executives  
 

c) Note the detailed schedules associated with this report are copied to DHB 
Chief Financial Officers who utilise the information to analyse their 
performance and benchmark their DHB against the sector. 

 

  

John Hazeldine Minister’s signature 
Manager – DHB Performance 
Service Commissioning Date: 
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District Health Board Sector Financial Performance for year 
to date 30 April 2016 

Table 1 

  Year to Date Previous 
Full 
Year 

  Actual Budget Variance % 
Variance 

Year to 
Date 

Actual Budget 
  $M $M $M   $M $M 

  
        

 
  

TOTAL REVENUE 12,399 12,314 84 0.7% 12,136 14,814 
        

 Personnel Costs (4,695) (4,664) (31) (0.7%) (4,527) (5,610) 
 Outsourced Personnel Costs (149) (95) (54) (56.4%) (141) (115) 
Total Personnel Costs (4,845) (4,760) (85) (1.8%) (4,668) (5,724) 
 Outsourced Services (364) (347) (17) (4.9%) (339) (419) 
 Clinical Supplies (1,108) (1,088) (20) (1.8%) (1,095) (1,312) 
 Infrastructure/Other Supplies (1,133) (1,128) (4) (0.4%) (1,146) (1,358) 
Total Operating Costs (7,450) (7,324) (126) (1.7%) (7,247) (8,813) 
 

           

 Personal Health (3,397) (3,392) (5) (0.1%) (3,368) (4,054) 
 Mental Health (362) (379) 17 4.6% (356) (455) 
 Public Health (20) (21) 1 4.8% (17) (26) 
 Disability Support Services (1,198) (1,200) 2 0.2% (1,171) (1,441) 
 Maori Health (35) (37) 2 5.5% (37) (45) 
Total Payments to Other 
Providers (5,012) (5,030) 18 0.4% (4,948) (6,021) 
            

TOTAL EXPENDITURE (12,462) (12,354) (108) (0.9%) (12,195) (14,834) 
NET RESULT (63) (40) (23) (58.6%) (60) (19) 
Average Accrued FTEs year to date 61,157 61,386 229 0.4% 60,299 61,437 

 
 
1. Table 1 above shows that the sector’s unfavourable variance to budget of $23 million is mainly 

made up of unfavourable variances to total personnel costs, outsourced services costs, clinical 
supply costs and infrastructure costs offset by favourable variances to revenue, and payments to 
other providers. 

2. The unfavourable variance in total personnel costs of $85 million ($64 million unfavourable in 
March 2016) was driven by 17 DHBs having unfavourable variances.  The majority of the 
unfavourable variance was due to higher than budgeted outsourced personnel costs being 
$54 million unfavourable with $31 million of this being outsourced medical personnel costs.  The 
following four DHBs had the largest variances:  

Table 2 
DHB Variance April Variance March Change 
Bay of Plenty ($9.8M) ($8.9M) -$0.9M 
Canterbury ($9.4M) ($7.3M) -$2.1M 
Waikato ($8.4M) ($4.9M) -$3.5M 
Waitemata ($14.3M) ($8.3M) -$6.0M 
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3. Bay of Plenty DHB reported that the unfavourable variance in personnel costs continues to be 
higher than budgeted levels of both personnel and outsourced personnel driven primarily by a 
continuing very high acute workload at Tauranga Hospital.  Last month Canterbury DHB reported 
that the unfavourable variance in personnel costs is mainly driven by reclassification of expenses 
under a new chart of accounts.  A post implementation review has resulted in further changes with 
some further adjustments in the next 1 – 2 months expected.  Waikato DHB reported that the 
unfavourable variance was mainly due to unfavourable annual leave movements and higher than 
planned use of locums within medical personnel to cover vacancies.  Waitemata DHB reported that 
the unfavourable variance was mainly due to higher than budgeted outsourced personnel costs 
driven by higher than planned use of the nursing bureau to cover sick leave and higher than 
planned outsourced cleaning and orderlies. 

4. The unfavourable variance in clinical supplies costs of $20 million ($25 million unfavourable in 
March 2016) was driven by 16 DHBs being unfavourable to budget with Auckland, Capital & Coast 
and Waitemata DHBs having the largest unfavourable variances. 

Table 3 
DHB Variance April Variance March Change 
Auckland ($5.0M) ($4.3M) -$0.7M 
Capital & Coast ($8.9M) ($7.7M) -$1.2M 
Waitemata ($6.7M) ($6.0M) -$0.7M 

  
5. Auckland, Capital & Coast and Waitemata DHBs reported their unfavourable variance was mainly 

due to volumes being higher than budgeted.  
 

6. Eight DHBs achieved a breakeven (under $0.1 million unfavourable to budget) or better result to 
budget at 30 April 2016. 

 
  



 

 Database number: 20160797 

Page 5 of 7 

Table 4 
 

 
 

 
 

Current Key Action/Follow Up 
7. Northland DHB – The DHB's result for the month of April 2016 was $0.5 million favourable to 

budget.  The DHB reported that the April favourable result was the result of financial sustainability 
initiatives that began in late 2015 including improvements in revenue and higher financial 
delegations.  The DHB is expecting to achieve its forecast year end result of a $0.2M surplus.  The 
Ministry will continue to monitor the DHB’s financial performance closely. 

 
8. Lakes DHB - The DHB’s result for the month of April 2016 was $0.6 million unfavourable to budget.  

The DHB reported that the YTD unfavourable result was mainly due to acute volumes being 14.1% 
over budget together with the unbudgeted cost of locums to cover a number of vacancies, long 
term sick leave, annual leave and sabbatical cover.  The Ministry is currently assessing the 
financial performance of the DHB, alongside other performance issues.  A meeting with the DHB 
will be scheduled in June 2016. 

 
9. Tairawhiti DHB - The DHB’s result for the month of April 2016 was $0.7 million unfavourable to 

budget.  The DHB’s year end result forecast deteriorated by $2.3 million from a deficit of $1.2 
million to a deficit of $3.5 million.  The DHB reported that the above-budget personnel expenditure 
continues to be predominantly in clinical personnel, which appears to have been budgeted too 
stringently in light of post-budgeting MECA settlements.  The Ministry will be holding discussions 
with the DHB in June 2016 to determine how it can improve its final result from its current position, 
which appears challenging. 

 

DHB

Year To Date 
Result 
2015/16

Unfavourable
/favourable to 
budget - April 
2016

Variance 
change in 
April 2016

2015/16 
Plan 
Approved

Annual 
Budget 
2015/16

Forecast YE 
result as at 
April 2016

Auckland DHB $3.824M $0.244M $0.011M Yes $2.379M $2.398M
Bay of Plenty DHB ($0.455M) $0.059M $0.073M Yes $1.388M $1.388M
Canterbury DHB ($2.477M) ($0.618M) ($0.170M) Yes Breakeven ($0.437M)
Capital & Coast DHB ($9.143M) ($8.652M) ($0.658M) Yes $1.440M ($10.552M)
Counties Manukau DHB $3.029M $0.670M $0.029M Yes $2.702M $2.741M
Hawke’s Bay DHB ($4.334M) $0.015M ($0.173M) Yes $3.990M $3.990M
Hutt Valley DHB ($4.832M) ($0.275M) ($0.553M) Yes ($6.725M) ($7.750M)
Lakes DHB ($1.782M) ($2.522M) ($0.610M) Yes $0.619M ($2.128M)
MidCentral DHB ($4.474M) ($6.371M) ($0.742M) Yes $2.110M ($2.967M)
Nelson Marlborough DHB $2.237M ($2.244M) ($0.241M) Yes $3.856M $1.500M
Northland DHB ($0.961M) ($2.218M) $0.555M Yes $1.124M $0.169M
South Canterbury DHB $0.484M $0.069M ($0.182M) Yes $0.428M $0.029M
Southern DHB ($22.479M) $4.836M ($0.962M) Yes ($35.955M) ($34.274M)
Tairawhiti DHB ($3.120M) ($3.648M) ($0.664M) Yes $0.316M ($3.474M)
Taranaki DHB ($2.963M) ($1.521M) ($0.861M) Yes $0.737M ($3.580M)
Waikato DHB ($13.413M) ($2.669M) ($1.554M) Yes $2.226M $2.226M
Wairarapa DHB ($1.207M) $1.258M $0.413M Yes ($1.960M) ($1.948M)
Waitemata DHB $0.032M $0.658M $0.011M Yes $2.811M $4.395M
West Coast DHB ($1.088M) ($0.160M) ($0.002M) Yes ($0.878M) ($0.891M)
Whanganui DHB ($0.144M) ($0.278M) ($0.060M) Yes Breakeven ($0.060M)
Total ($63.266M) ($23.367M) ($6.339M) ($19.391M) ($49.226M)

Key: DHB on target DHB displays possible issues DHB report negative results
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10. Taranaki DHB - The DHB’s result for the month of April 2016 was $0.9 million unfavourable to 
budget.  The DHB reported that the YTD unfavourable result was mainly due to overruns in the 
medical staff line and acuity of cases over the recent month – which in turn has driven staff 
resourcing and increased one on one care and consequently FTE numbers have gone outside 
planned parameters.  The Ministry will be discussing the DHB’s financial performance with them in 
June 2016. 

 
11. Waikato DHB - The DHB’s result for the month of April 2016 was $1.6 million unfavourable to 

budget.  The DHB reported that the YTD unfavourable result was mainly due to higher than 
planned use of locums within medical personnel to cover vacancies, higher than planned 
outsourcing of orthopaedic volumes and reforecast of Community Pharmacy costs.  The Ministry 
will be discussing the DHB’s financial performance with them in June 2016. 

 
12. Capital & Coast DHB - The DHB’s result for the month of April 2016 was $0.7 million unfavourable 

to budget.  The DHB reported that the YTD unfavourable result was mainly driven by volumes 
being higher than budgeted.  PwC have commenced the financial review of the DHB.  The Ministry 
met the DHB on 27 May 2016 and discussed progress on the review and their financial 
performance. 

 
13. Hutt Valley DHB - The DHB’s result for the month of April 2016 was $0.6 million unfavourable to 

budget.  The DHB reported that the YTD unfavourable result was mainly driven by unbudgeted 
outsourced SMO's in Anaesthesia and Mental Health together with the impact of the new 
Laboratory Contract for the 3DHBs.  The Ministry met the DHB on 25 May 2016 and discussed 
their financial performance. 

 
14. MidCentral DHB - The DHB’s result for the month of April 2016 was $0.7 million unfavourable to 

budget.  The DHB reported that the YTD unfavourable result was due to the continuing impact of 
addressing Mental Health issues and demand for other services.  The Provider result for the month 
was again impacted by significant costs in acute care arising from high ED presentations.  The 
DHB’s year end result forecast deteriorated by $1 million from a deficit of $2 million to a deficit of 
$3 million.  The Ministry met with the DHB on 19 May 2016 who confirmed their forecast deficit this 
year, returning to breakeven in 2016/17. 

 
15. Canterbury DHB - The DHB has achieved monthly results that are in line with budget for the past 

eight months.  The DHB reported that the YTD unfavourable result was mainly due to high costs in 
the Specialist Mental Health service (SMHS).  The DHB’s year end result forecast deteriorated by 
$0.4 million from a breakeven result to a deficit of $0.4 million.  The Ministry will continue to 
monitor the DHB’s financial performance closely. 

 
16. Nelson Marlborough DHB - The DHB’s results for the past five months are in line with budget.  The 

DHB reported that the key driver for the unfavourable YTD result driven by higher IDF Outflows for 
neurosurgery, cardiac and vascular cases completed in the first nine months of the year and 
volumes being higher than expected.  The Ministry will continue to monitor the DHB’s financial 
performance closely. 

 
17. Southern DHB – The Director Critical Projects met with the Commissioner on 17 May 2016 to 

discuss the draft 2016/17 Annual Plan and the forecast net result for 2015/16 to assist the DHB 
reach an improved financial position.  The Ministry also met with the DHB on the 24 May 2016 
(MIF meeting) and reiterated the necessity for the sector to live within its means in 2016/17 and the 
expectation for the DHBs budget to reflect their part in achieving this. 
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Year end result forecast 
18. The sector year end result forecast as at April 2016 was a $49 million deficit being $30 million 

unfavourable to the budgeted year end result.  The result forecast has deteriorated by $2 million in 
the April 2016 month driven by changes in the following DHBs; Tairawhiti -$2.3 million, MidCentral 
-$1.0 million, Canterbury -$0.4 million and South Canterbury -$0.4 million offset by Wairarapa  
$1.6 million, Whanganui $0.4M and West Coast $0.1 million. 

Full time equivalents (FTEs) - Overall year to date average accrued FTEs 
were 229 below budget 

19. All categories apart from Nursing personnel were favourable to budget as follows: Medical 
personnel (81 FTEs), Allied Health personnel (291 FTEs), Support personnel (133 FTEs) and 
Management /Administration (100 FTEs).  Nursing personnel (376 FTEs) were unfavourable to 
budget.  The four DHBs with the largest unfavourable to budget for nursing personnel FTEs were; 
Counties Manukau (76 FTEs), Bay of Plenty DHB (93 FTEs), Canterbury DHB (52 FTEs) and 
Northland DHB (64 FTEs).  All four DHBs reported that the unfavourable to budget position for 
nursing personnel FTEs were mainly driven by higher than expected volumes.  

Capital expenditure for the year to date was $397 million below budgeted 
levels with actual expenditure of $345 million against budgeted expenditure 
of $742 million 
20. Historically the sector has tended to be below budgeted capital expenditure levels driven by delays 

in project commencement.  In February 2016 the variance to budget was $137 million.  The 
variance increased in March 2016 to $376 million and was almost entirely due to Canterbury DHB 
budgeting $221 million of capital expenditure in the month of March 2016 for the planned transfer 
of ownership of Burwood Hospital to the DHB.  The transfer of ownership of the Burwood Hospital 
did not take place and is now due to occur in July 2017. 
 

END. 
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