








We did not examine every transaction, nor do we guarantee complete accuracy of the financial statements and statement of service
performance.

We evaluated the overall adequacy of the presentation of information in the financial statements and statement of service
performance. We obtained all the information and explanations we required to support our opinion above.

Responsibilities of the Board and the Auditor

The Board is responsible for preparing the financial statements and statement of service performance in accordance with generally
accepted accounting practice in New Zealand. The financial statements must fairly reflect the financial position of the Health Board
and group as at 30 June 2008 and the results of operations and cash flows for the year ended on that date. The statement of
service performance must fairly reflect, for each class of outputs, the Health Board and group’s standards of delivery performance
achieved and revenue earned and expenses incurred, as compared with the forecast standards, revenue and expenses at the start
of the financial year. The Board’s responsibilities arise from the New Zealand Public Health and Disability Act 2000 and the Crown
Entities Act 2004.

We are responsible for expressing an independent opinion on the financial statements and statement of service performance and
reporting that opinion to you. This responsibility arises from section 15 of the Public Audit Act 2001 and the Crown Entities Act 2004.

Independence

When carrying out the audit we followed the independence requirements of the Auditor-General, which incorporate the
independence requirements of the Institute of Chartered Accountants of New Zealand.

In addition to the audit we have carried out assignments during the reporting period providing probity assurance over the tender
processes for the telecommunications project and probity assurance services in relation to the Board’s service and campus
redevelopment project. These assignments are compatible with those independence requirements. Other than the audit and these
assignments, we have no relationship with or interests in the Health Board or any of its subsidiaries.

F Caetano

Audit New Zealand

On behalf of the Auditor-General
Hamilton, New Zealand
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CONSOLIDATED STATEMENT OF FINANCIAL PERFORMANCE

For the year ended 30 June 2008
in thousands of New Zealand Dollars

Group Group Group Parent Parent
Note 2008 Actual 2008 Budget 2007 Actual 2008 Actual 2007 Actual
Revenue 1 887,993 866,961 794,935 887,993 794,935
Other operating income 2 15,496 15,848 18,477 14,046 15,094
Finance income ba 4,067 544 4101 4,290 3,939
Total income 907,556 883,353 817,513 906,329 813,967
Employee benefit costs 4 342,335 328,471 319,104 342,335 319,104
Depreciation expense 7 21,071 23,236 17,679 20,258 16,819
Amortisation expense 8 2,798 1,813 2,798 1,805
QOutsourced services 25,812 23,155 25,544 25,812 25,544
Clinical supplies 91,5636 90,207 85,856 91,536 85,856
Infrastructure and non-clinical expenses 46,580 44,484 51,666 47,000 52,086
Payments to non-health board providers 324,517 351,193 292,443 324,517 292,443
Other operating expenses 3 8,658 7,836 7,222 8,234 6,794
Finance costs 5b 2,661 5,572 3,624 2,758 2,819
Capital charge 6 10,925 9,027 9,446 10,925 9,446
Total expenses 876,893 883,181 814,397 876,173 812,716
Share of profit of associate 10a 1 1
Share of profit of joint venture 10b 23 15 23 15
Surplus before and after tax 13 30,687 172 3,131 30,180 1,266

The accompanying significant accounting policies and notes form part of and are to be read in conjunction with these financial statements.
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CONSOLIDATED STATEMENT OF CHANGES TO EQUITY
For the year ended 30 June 2008
in thousands of New Zealand Dollars

Group Group Group Parent Parent
2008 Actual 2008 Budget 2007 Actual 2008 Actual 2007 Actual

Adjusted equity at the beginning of the

period 115,560 114,646 113,982 105,053 105,339

Net surplus/(deficit) 30,679 172 3,131 30,172 1,266

Increase/(decrease) in revaluation reserve 8 8

Total recognised revenue and expenses

for the period 30,687 172 3,131 30,180 1,266

Contributions/(withdrawals) from owners (2,194) (1,553) (2,194) (1,553)

Total equity at the end of the period 144,053 114,818 115,560 133,039 105,053
13
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 30 June 2008
in thousands of New Zealand Dollars

Group Group Group Parent Parent

Note ~ 2008 Actual 2008 Budget 2007 Actual 2008 Actual 2007 Actual
Assets
Property, plant and equipment 7 256,749 325,684 220,857 246,333 209,631
Intangible assets 8 6,592 7,808 6,592 7,808
Investments in associates 10a 59 58 59 58
Investments in joint ventures 10b 44 21 44 21
Investments in subsidiaries 531 531
Total non-current assets 263,444 325,684 228,744 253,559 218,049
Inventories 9 7,009 6,326 6,659 7,009 6,659
Trade and other receivables 11 39,506 22,398 28,321 39,506 27,963
Cash and cash equivalents 12 1,825 25,997 1,825 26,001
Total current assets 48,340 28,724 60,977 48,340 60,623
Total assets 311,784 354,408 289,721 301,899 278,672
Equity
Crown equity 13 58,651 52,336 60,845 58,651 60,845
Other reserves 13 54,126 54,126 54,118 54,126 54,118
Retained earnings/(losses) 13 31,276 8,356 597 20,262 (9,910)
Total equity 144,053 114,818 115,560 133,039 105,053
Liabilities
Interest-bearing loans and borrowings 14 40,000 121,488 40,000 40,000 40,000
Employee benefits 15 14,904 10,141 14,917 14,904 14,917
Total non-current liabilities 54,904 131,629 54,917 54,904 54,917
Cash and cash equivalents 750
Interest-bearing loans and borrowings 14 984 11,530 984 11,530
Employee benefits 15 52,511 52,493 53,883 52,511 53,883
Trade and other payables 16 59,332 54,718 53,830 60,461 53,289
Total current liabilities 112,827 107,961 119,243 113,956 118,702
Total liabilities 167,731 239,590 174,161 168,860 173,619
Total equity and liabilities 311,784 354,408 289,721 301,899 278,672

For and on behalf of the board

Jerry Rickman

Chair

Waikato District Health Board
31 October 2008

The accompanying significant accounting policies and notes form part of and are to be read in conjunction with these financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 30 June 2008
in thousands of New Zealand Dollars

Group Group Group Parent Parent
Note ~ 2008 Actual 2008 Budget 2007 Actual 2008 Actual 2007 Actual

Cash flows from operating activities
Cash receipts from Ministry of Health and

893,325 882,288 811,278 891,875 807,894

patients

Cash paid to suppliers (609,701)  (616,016) (452,069) (609,656) (452,055)
Cash paid to employees (837,690) (326,622) (314,012) (837,690) (314,012)
Cash generated from operations 45,935 39,650 45,197 44,530 41,827
Interest received 4,067 544 4,101 3,935 4,227
Interest paid (2,476) (5,479) (3,499) (2,573) (2,780)
Net GST (1,056) 180 (5653) (1,056) (653)
Capital charge paid (6,981) (8,947) (5,987) (6,981) (5,987)
Net cash flows from operating activities 12 39,489 25,948 39,259 37,855 36,734

Cash flows from investing activities
Proceeds from sale of property, plant and

equipment 481 462 8,386 462
Acquisition of property, plant and 7 (60.319) (91,025 (29,940)  (68,224)  (29,940)
equipment

Proceeds from sale of investments 20,008

Acquisition of other investments (2,663) (170)
Proceeds from sale of intangible assets 75 75

Acquisition of intangible assets 8 (1,080) (7,400) (1,080) (7,400)
Net cash flows from investing activities (50,793) (91,025) (19,533) (50,793) (87,048)
Cash flows from financing activities

Proceeds from equity injection 641 641
Equity repayment (2,194) (2,194) (2,194) (2,194)
Borrowings raised 65,076 5,756 5,756
Repayment of borrowings (10,673) (22,045) (9,540) (2,001)
Net cash flows from financing activities (12,867) 65,076 (17,842) (11,734) 2,202
Sqel’jil?;;atie/(decrease) in cash and cash (24,172) () 1,884 (24,673) 1,888
g)fa;ga?nd cash equivalents at beginning 05997 (749) 04113 26,498 24113
Cash and cash equivalents at end of year 21§h 1,825 (750) 25,997 1,825 26,001

The GST (net) component of operating activities reflects the net GST paid and received with the Inland Revenue Department. The
GST (net) component has been presented on a net basis, as the the gross amounts do not provide meaningful information for
financial statement purposes.

The accompanying significant accounting policies and notes form part of and are to be read in conjunction with these financial statements.
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CONSOLIDATED STATEMENT OF CONTINGENT LIABILITIES

As at 30 June 2008
in thousands of New Zealand Dollars

Group Group Parent Parent

2008 Actual 2007 Actual 2008 Actual 2007 Actual

Legal proceedings and disputes by third parties 385 355 385 355
Personal grievances 732 1,082 732 1,082
1,117 1,437 1,117 1,437

The contingent liabilities relate to a number of claims involving medical and employment issues which may ultimately

result in legal action.

Waikato DHB has been notified of one potential claim that has not been included in the above as it is assessed that
the organisation is not likely to be liable under this claim as at 30 June 2008 (2007: $Nil).

CONSOLIDATED STATEMENT OF COMMITMENTS
As at 30 June 2008
in thousands of New Zealand Dollars

Group Group Parent Parent
Note ~ 2008 Actual 2007 Actual 2008 Actual 2007 Actual
Capital commitments 32,203 36,308 32,203 36,308
Non-cancellable commitments — operating lease
commitments
Not more than one year 3,638 2,644 3,634 2,637
One to two years 1,104 557 1,104 557
Two to three years 897 82 897 82
Three to four years 720 49 720 49
Four to five years 720 720
Over five years 431 431
7,510 3,332 7,506 3,325
Other non-cancellable contracts
Not more than one year 52,271 31,035 52,271 31,035
One to two years 24,031 6,151 24,031 6,151
Two to three years 4,237 1,970 4,237 1,970
Three to four years 561 270 561 270
Four to five years 561 561
Over five years 561 561
82,222 39,426 82,222 39,426
Total commitments 17 89,732 42,758 89,732 42,758

The accompanying significant accounting policies and notes form part of and are to be read in conjunction with these financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant accounting policies

Reporting entity

Waikato District Health Board (“Waikato DHB”) is a district health board established by the New Zealand Public
Health and Disability Act 2000. Waikato DHB is a crown entity in terms of the Crown Entities Act 2004, owned by the
Crown and domiciled in New Zealand. Waikato 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.

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

The consolidated financial statements of Waikato DHB group for the year ended 30 June 2008 comprise Waikato
DHB parent and its subsidiaries (together referred to as “Waikato DHB”) and Waikato DHB group’s interest in
associates and jointly controlled entities.

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

The financial statements were authorised for issue by the board on 22 October 2008.

Statement of compliance

The consolidated 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.

These are Waikato DHB's first NZIFRS financial statements and NZIFRS 1 has been applied.
An explanation of how the transition to NZIFRS has affected the reported financial position and financial performance
of Waikato DHB is provided in note 23.

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: derivative financial instruments (foreign exchange and interest rate swap contracts), financial instruments
classified as available-for-sale, land and buildings and investment property.

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

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

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.

Judgements made by management in the application of NZIFRSs that have significant effect on the financial
statements and estimates with a significant risk of material adjustment in the next year are discussed in note 21.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant accounting policies

Basis for consolidation

Subsidiaries

Subsidiaries are entities controlled by Waikato DHB parent. Control exists when Waikato DHB parent has the
power, directly or indirectly, to govern the financial and operating policies of an entity so as to obtain benefits from
its activities. In assessing control, potential voting rights that presently are exercisable or convertible are taken into
account. The financial statements of subsidiaries are included in the consolidated financial statements from the date
that control begins until the date that control ceases.

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

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

Joint ventures

Joint ventures are those entities over whose activities Waikato DHB has joint control, established by contractual
agreement. The consolidated financial statements include Waikato DHB's interest in joint ventures, using the equity
method, from the date that joint control begins until the date that joint control ceases.

Transactions eliminated on consolidation

Intragroup balances and any unrealised gains and losses or income and expenses arising from intragroup
transactions are eliminated in preparing the consolidated financial statements. Unrealised gains arising from
transactions with associates and jointly controlled entities are eliminated to the extent of Waikato DHB's interest in
the entity. Unrealised losses are eliminated in the same way as unrealised gains, but only to the extent that there is no
evidence of impairment.

Foreign currency

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 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 Waikato DHB in its District Annual Plan and included in the Statement
of Intent tabled in Parliament. 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 Waikato DHB for the preparation of these financial
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant accounting policies

Financial instruments
Non-derivative financial instruments

Non-derivative financial instruments comprise investments in equity securities, trade and other receivables, cash and
cash equivalents, interest-bearing loans and borrowings, and trade and other payables.

Non-derivative financial instruments are recognised initially at fair value plus, for instruments not at fair value through
profit or loss, any directly attributable transaction costs. Subsequent to initial recognition non-derivative financial
instruments are measured as described below.

A financial instrument is recognised if the Waikato DHB becomes a party to the contractual provisions of the
instrument. Financial assets are derecognised if the Waikato DHB’s contractual rights to the cash flows from the
financial assets expire or if the Waikato DHB transfers the financial asset to another party without retaining control or
substantially all risks and rewards of the asset. Regular way purchases and sales of financial assets are accounted for
at trade date, i.e. the date that the Waikato DHB commits itself to purchase or sell the asset. Financial liabilities are
derecognised if the Waikato DHB’s obligations specified in the contract expire or are discharged or cancelled.

Cash and cash equivalents comprise cash balances and call deposits with 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 the Waikato
DHB'’s cash management are included as a component of cash and cash equivalents for the purpose of the
statement of cash flows.

Accounting for finance income and expense is explained in a separate note.

Available-for-sale financial assets

The Waikato DHB’s investments in equity securities are classified as available-for-sale financial assets. Subsequent

to initial recognition, they are measured at fair value and changes therein, other than impairment losses, and foreign
exchange gains and losses on available-for-sale monetary items are recognised directly in equity. When an investment
is derecognised, the cumulative gain or loss in equity is transferred to profit or loss.

Instruments at fair value through profit or loss

An instrument is classified as at fair value through profit or loss if it is held for trading or is designated as such

upon initial recognition. Financial instruments are designated at fair value through profit or loss if the Waikato DHB
manages such investments and makes purchase and sale decisions based on their fair value. Upon initial recognition,
attributable transaction costs are recognised in profit or loss when incurred. Subsequent to initial recognition, financial
instruments at fair value through profit or loss are measured at fair value, and changes therein are recognised in profit
or loss.

Other
Subsequent to initial recognition, other non-derivative financial instruments are measured at amortised cost using the
effective interest method, less any impairment losses.

Investments in equity securities
Investments in equity securities held by the Waikato DHB are classified as available-for-sale, except for investments in
equity securities of subsidiaries, associates and joint ventures which are measured at cost.

The fair value of equity investments classified as available-for-sale is their quoted bid price at the balance date.
Trade and other receivables
Trade and other receivables are initially recognised at fair value and subsequently stated at their amortised cost less

impairment losses. Bad debts are written off during the period in which they are identified.

Interest-bearing loans and borrowings
Interest-bearing loans and borrowings are classified as other non-derivative financial instruments.

Trade and other payables
Trade and other payables are stated at amortised cost using the effective interest rate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant accounting policies

20

Derivative financial instruments

Waikato DHB uses foreign exchange and interest rate swap contracts to hedge its exposure to foreign exchange and
interest rate risks arising from operational, financing and investment activities. Derivatives that do not qualify for hedge
accounting are accounted for as trading instruments.

Derivative financial instruments are recognised initially at fair value. Subsequent to initial recognition, derivative
financial instruments are stated at fair value. The gain or loss on remeasurement to fair value is recognised
immediately in the statement of financial performance. However, where derivatives qualify for hedge accounting,
recognition of any resultant gain or loss depends on the nature of the item being hedged.

The fair value of interest rate swaps is the estimated amount that Waikato DHB would receive or pay to terminate
the swap at the balance date, taking into account current interest rates and the current creditworthiness of the swap
counterparties. The fair value of forward exchange contracts is their quoted market price at the balance date, being
the present value of the quoted forward price.

Hedging

Cash flow hedges

Where a derivative financial instrument is designated as a hedge of the variability in cash flows of a recognised asset
or liability, or a highly probable forecast transaction, the effective part of any gain or loss on the derivative financial
instrument is recognised directly in equity. When the forecast transaction subsequently results in the recognition of a
non-financial asset or non-financial liability, or the forecast transaction becomes a firm commitment, the associated
cumulative gain or loss is removed from equity and included in the initial cost or other carrying amount of the non-
financial asset or liability. If a hedge of a forecast transaction subsequently results in the recognition of a financial
asset or a financial liability, the associated gains and losses that were recognised directly in equity are reclassified
into the statement of financial performance in the same period or periods during which the asset acquired or liability
assumed affects the statement of financial performance (i.e. when interest income or expense is recognised). For
cash flow hedges, other than those covered by the preceding two policy statements, the associated cumulative
gain or loss is removed from equity and recognised in the statement of financial performance in the same period or
periods during which the hedged forecast transaction affects the statement of financial performance. The ineffective
part of any gain or loss is recognised immediately in the statement of financial performance.

When a hedging instrument expires or is sold, terminated or exercised, or the entity revokes designation of the
hedge relationship but the hedged forecast transaction is still expected to occur, the cumulative gain or loss at that
point remains in equity and is recognised in accordance with the above policy when the transaction occurs. If the
hedged transaction is no longer expected to take place, the cumulative unrealised gain or loss recognised in equity is
recognised immediately in the statement of financial performance.

Hedge of monetary assets and liabilities

Where a derivative financial instrument is used to hedge economically the foreign exchange exposure of a recognised
monetary asset or liability, no hedge accounting is applied and any gain or loss on the hedging instrument is
recognised in the statement of financial performance.

Property, plant and equipment
Classes of property, plant and equipment
The major classes of property, plant and equipment are as follows:
e freehold land
¢ freehold buildings
¢ plant, equipment and vehicles
e work in progress.

Owned assets

Except for land and buildings and the assets vested from the hospital and health service (see below), 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant accounting policies

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.

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

Property that is being constructed or developed for future use as investment property is classified as property, plant
and equipment and stated at cost until construction or development is complete, at which time it is reclassified as
investment property.

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.

Property, Plant and Equipment Vested from the Hospital and Health Service

Under section 95(3) of the New Zealand Public Health and Disability Act 2000, the assets of Health Waikato Limited
(a hospital and health service company) vested in Waikato DHB on 1 January 2001. Accordingly, assets were
transferred to Waikato DHB parent at their net book values as recorded in the books of the hospital and health
service. In effecting this transfer, the Waikato DHB has recognised the cost and accumulated depreciation amounts
from the records of the hospital and health service. The vested assets will continue to be depreciated over their
remaining useful lives.

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.

Leased assets

Leases where Waikato 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.

The property held under finance leases and leased out under operating lease is classified as investment property
and stated at fair value. Property held under operating leases that would otherwise meet the definition of investment
property may be classified as investment property on a property-by-property basis.

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 Waikato DHB. All other costs are recognised in the statement of financial performance as an expense as incurred.

Depreciation

Depreciation is charged to the statement of financial performance using the straight line method. Land is not
depreciated. Depreciation is set at rates that will write off the cost or fair value of the assets, less their estimated
residual values, over their useful lives. The estimated useful lives of major classes of assets and resulting rates are as

follows:
Class of asset Estimated life Depreciation rate
e Buildings
— Structure 3to 78 years 1-33%
— Fitout 21to 71 years 1-50%
¢ Plant and equipment 2 1o 20 years 5-50%

The residual value of assets is reassessed annually. Work in progress is not depreciated. The total cost of a project is
transferred to the appropriate class of asset on its completion, then depreciated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant accounting policies

22

Intangible assets

Research and development

Expenditure on research activities, undertaken with the prospect of gaining new scientific or technical knowledge

and understanding, is recognised in the statement of financial performance as an expense as incurred. Expenditure
on development activities, whereby research findings are applied to a plan or design for the production of new or
substantially improved products and processes, is capitalised if the product or process is technically and operationally
feasible and Waikato DHB has sufficient resources to complete development. The expenditure capitalised includes
the cost of materials, direct labour, and an appropriate proportion of overheads. Other development expenditure

is recognised in the statement of financial performance as an expense as incurred. Capitalised development
expenditure is stated at cost less accumulated amortisation and impairment losses.

Other intangibles
Other intangible assets acquired by Waikato DHB are stated at cost less accumulated amortisation and impairment
losses.

Subsequent expenditure
Subsequent expenditure on intangible assets is capitalised only when it increases the service potential or future
economic benefits embodied in the specific asset to which it relates. All other expenditure is expensed as incurred.

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 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 2 to 3 years 33-50%

Investments properties

Investment properties are properties held either to earn rental income or for capital appreciation or for both.
Investment properties are stated at fair value. An external, independent valuation company, having an appropriate
recognised professional qualification and recent experience in the location and category of property being valued,
values the portfolio every 12 months. The fair values are based on market values, being the estimated amount for
which a property could be exchanged on the date of valuation between a willing buyer and a willing seller in an arm’s
length transaction after proper marketing wherein the parties had each acted knowledgeably, prudently and without
compulsion.

Any gain or loss arising from a change in fair value is recognised in the statement of financial performance. Rental
income from investment property is accounted for as described in the accounting policy on rental income (see
below).

When an item of property, plant and equipment is transferred to investment property following a change in its use,
any differences arising at the date of transfer between the carrying amount of the item immediately prior to transfer
and its fair value is recognised directly in equity if it is a gain. Upon disposal of the item the gain is transferred to
retained earnings. Any loss arising in this manner is recognised immediately in the statement of financial performance.

If an investment property becomes owner-occupied, it is reclassified as property and its fair value at the date of
reclassification becomes its cost for accounting purposes of subsequent recording. When Waikato DHB begins to
redevelop an existing investment property for continued future use as investment property, the property remains an
investment property, which is measured based on the fair value model, and is not reclassified as property, plant and
equipment during the redevelopment.

A property interest under an operating lease is classified and accounted for as an investment property on a property-
by-property basis when Waikato DHB holds it to earn rentals or for capital appreciation or both. Any such property
interest under an operating lease classified as an investment property is carried at fair value. Lease payments are
accounted for as described in the accounting policy on operating lease payments and finance lease payments (see
below).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Significant accounting policies

Inventories
Inventories are stated at the lower of cost 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.

Cost is based on weighted average cost. Work in progress includes the cost of direct materials, direct labour and an
appropriate share of overheads.

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

Impairment

The carrying amounts of Waikato 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.

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.

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 date and was estimated at the date of transition.

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.

The recoverable amount of the Waikato DHB’s receivables carried at amortised cost is calculated as the present
value of estimated future cash flows, discounted at the original effective interest rate (i.e. the effective interest rate
computed at initial recognition of these financial assets). Receivables with a short duration are not discounted.

Impairment losses on an individual basis are determined by an evaluation of the exposures on an instrument by
instrument basis. All individual trade receivables that are considered significant are subject to this approach. For trade
receivables which are not significant on an individual basis, collective impairment is assessed on a portfolio basis
based on numbers of days overdue, and taking into account the historical loss experience in portfolios with a similar
amount of days overdue.

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 pre-tax 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.
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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.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing 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.

Defined benefit plan

Waikato DHB's net obligation in respect of defined benefit pension plans is calculated separately for each plan by
estimating the amount of future benefit that employees have earned in return for their service in the current and prior
periods; that benefit is discounted to determine its present value, and the fair value of any plan assets is deducted.
The discount rate is the yield at the balance date on New Zealand government bonds that have maturity dates
approximating to the terms of Waikato DHB's obligations. The calculation is performed by a qualified actuary using
the projected unit credit method.

When the benefits of a plan are improved, the portion of the increased benefit relating to past service by employees
is recognised as an expense in the statement of financial performance on a straight-line basis over the average
period until the benefits become vested. To the extent that the benefits vest immediately, the expense is recognised
immediately in the statement of financial performance.

All actuarial gains and losses as at 1 July 20086, the date of transition to NZIFRSs, were recognised. Likewise, all
actuarial gains and losses that arise subsequent to the transition date in calculating Waikato DHB’s obligation in
respect of a plan are recognised in the statement of financial performance.

Where the defined benefit scheme is a multi-employer scheme with insufficient information to use defined benefit
accounting then defined contribution accounting will be used.

Long service leave, sabbatical leave and retirement gratuities

Waikato 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 using the projected unit credit method and is discounted to its present value. The discount rate is the
market yield on relevant New Zealand government bonds at the balance date.

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 Waikato DHB expects to pay. Waikato 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 Waikato 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 pre-tax rate that reflects current market
rates and, where appropriate, the risks specific to the liability.
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Significant accounting policies

Income tax
Waikato DHB parent is a crown entity under the New Zealand Public Health and Disability Act 2000 and is exempt
from income tax under section CB3 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.

Revenue relating to service contracts

Waikato 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 Waikato 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.

Goods sold and services rendered

Revenue from goods sold is recognised when Waikato DHB has transferred to the buyer the significant risks and
rewards of ownership of the goods and Waikato 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 Waikato DHB and that payment can be measured or estimated
reliably, and to the extent that any obligations and all conditions have been satisfied by Waikato DHB.

Rental income

Rental income from investment property is recognised in the statement of financial performance on a straight-line
basis over the term of the lease. Lease incentives granted are recognised as an integral part of the total rental income
over the lease term.

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

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.
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Non-current assets held for sale and discontinued operations

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 remeasurement.

A discontinued operation is a component of Waikato DHB’s business that represents a separate major line of
business or geographical area of operations or is a subsidiary acquired exclusively with a view to resale.

Classification as a discontinued operation occurs upon disposal or when the operation meets the criteria to be
classified as held for sale, if earlier.

Business combinations involving entities under common control

A business combination involving entities or businesses under common control is a business combination in which
all of the combining entities or businesses are ultimately controlled by the same party or parties both before and after
the business combination, and that control is not transitory.

Waikato DHB applies the book value measurement method to all common control transactions.

New standards adopted and interpretations not yet adopted

Certain new standards, amendments and interpretations to existing standards have been published that are not

yet effective for the year ended 30 June 2008, and have not been applied in preparing these consolidated financial
statements. The adoption of the following standards is not expected to have a material impact on the Waikato DHB'’s
consolidated financial statements.

e NZIAS 1, Presentation of Financial Statements revised — effective from annual periods beginning on or after 1
January 2008

e NZIAS 23, Borrowing costs revised — effective from annual periods beginning on or after 1 January 2009

e NZIAS 27, Consolidated and Separate financial statements amended 2008 - effective from annual periods
beginning on or after 1 July 2009

e NZIFRS 3, Business Combinations amended 2008 — effective from annual periods beginning on or after 1 July
2009

Cost of Service (Statement of Service Performance)

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

Cost Allocation
Waikato 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 and usage information.

Criteria for Direct and Indirect Costs
Direct costs are those costs directly attributable to an output class. Indirect costs are those costs that cannot be
identified in an economically feasible manner with a specific output class.

Cost Drivers for Allocation of Indirect Costs
The cost of internal services not directly charged to outputs is allocated as overheads using appropriate cost drivers
such as actual usage, staff numbers and floor area.
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Group & Parent  Group & Parent

$000's $000’s

1 Revenue 2008 Actual 2007 Actual
Health and disability services (MoH contracted revenue) 765,643 681,779

ACC contract 7,486 7,231

Inter District Patient Inflows 94,318 84,558
Other revenue 20,546 21,367
887,993 794,935

The net surplus/(deficit) includes revenue ‘tagged’ for mental health funding purposes. Some of these funds
remain unspent at year end and hence the statement of financial performance reflects the revenue with no
equivalent expenditure. These monies remain ‘ring fenced’ for future mental health spending. Total unspent
mental health monies at 30 June 2008 are $0.563 million (2007: $4.169 million).

Revenue for health services includes all revenue received from the Crown (via the Ministry of Health), Accident
Rehabilitation and Compensation Insurance Corporation (ACC), and other sources.

2 Other operating income 2008 Actual 2007 Actual
Net gain on sale of property, plant and equipment 93 0
Donations and bequests received 495 484
Rental income 3,885 5,781
Other 11,023 12,212

15,496 18,477

3 Other operating expenses Note 2008 Actual 2007 Actual
Impairment of trade receivables (bad and doubtful debts) 1,048 196
Net loss on disposal of property, plant and equipment 1
Audit fees for the audit of the financial statements 109 109
Audit fees for the audit of NZIFRS 17

Audit related fees for assurance and related services — due diligence

on Service Campus Redevelopment and internal audits 2 2
Fees paid to auditor for other services 30
Board members’ remuneration and expenses 19 345 350
Operating lease expenses 6,899 6,249
Koha 5 16
8,658 7,222
4 Employee benefit costs 2008 Actual 2007 Actual
Wages and salaries 334,330 315,127
Contributions to defined contribution plans 4,522 3,424
(Increase)/decrease in liability for defined benefit plans
(Increase)/decrease in employee benefit provisions 3,483 553
342,335 319,104

Waikato DHB currently contributes to DBP Contributors Scheme (the Scheme) for 16 employees.

The Scheme is a multi-employer defined benefit scheme. Insufficient information is available to use defined
benefit accounting as it is not possible to determine, from the terms of the Scheme, the extent to which the
deficit will affect future contributions by employers, as there is no prescribed basis for allocation. Contributions
to defined contribution plans includes Waikato DHB employer contributions to KiwiSaver.
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Group & Parent  Group & Parent

$000’s $000’s

5a  Finance income 2008 Actual 2007 Actual
Interest income 4,067 4,101
4,067 4,101

5b  Finance costs 2008 Actual 2007 Actual
Interest and financing expenses 2,661 3,429

Net foreign exchange loss 195
2,661 3,624

6  Capital charge

Waikato DHB parent pays a monthly capital charge to the Crown based on the greater of its actual or
budgeted closing equity balance for the month. The capital charge rate for the period ended 30 June 2008
was 8 per cent (2007: 8 per cent).

7 Property, plant and equipment

Freehold Plant,
Freehold land buildings (at equipment Work in

(at valuation) valuation)  and vehicles progress Total
Cost
Group $000's
Balance at 1 July 2006 26,578 135,377 135,126 15,311 312,392
Additions 358 2,036 9,463 18,083 29,940
Reclassifications 3,850 (3,850) 0
Disposals 2 (2,389) (2,391)
Balance at 30 June 2007 26,936 141,261 138,350 33,394 339,941
Balance at 1 July 2007 26,936 141,261 138,350 33,394 339,941
Additions 27,000 14,606 16,308 57,914
Disposals (21) (67) (8,299) (8,387)
Reclassifications (732) (425) 280 (877)
Balance at 30 June 2008 26,183 167,769 144,937 49,702 388,591
Depreciation and impairment losses
Group $000’s
Balance at 1 July 2006 8,009 93,397 101,406
Depreciation charge for the year 10,893 6,786 17,679
Balance at 30 June 2007 18,902 100,183 119,085
Balance at 1 July 2007 18,902 100,183 119,085
Depreciation charge for the year 9,819 11,252 21,071
Disposals (7,981) (7,981)
Reclassifications (351) 18 (8332)
Balance at 30 June 2008 28,370 103,472 131,842
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7 Property, plant and equipment (continued)

Freehold Plant,
Freehold land buildings (at equipment Work in

(at valuation) valuation)  and vehicles progress Total
Carrying amounts
Group $000's
At 1 July 2006 25,241 127,368 41,729 15,311 209,649
At 30 June 2007 26,936 122,359 38,167 33,394 220,856
At 1 July 2007 26,936 122,359 38,167 33,394 220,856
At 30 June 2008 26,183 139,399 41,465 49,702 256,749
Cost
Parent $000’s
Balance at 1 July 2006 26,204 118,189 134,161 15,311 293,865
Additions 1,934 7,993 18,083 28,010
Reclassifications 3,850 (3,850)
Disposals 2) (2,389) (2,391)
Balance at 30 June 2007 26,204 122,499 137,386 33,394 319,484
Balance at 1 July 2007 26,204 122,499 137,386 33,394 319,484
Additions 27,000 14,606 16,308 57,914
Disposals 21) (66) (8,299) (8,386)
Reclassifications (1,157) 259 (898)
Balance at 30 June 2008 26,183 148,277 143,953 49,702 368,114
Depreciation and impairment losses
Parent $000's
Balance at 1 July 2006 350 92,685 93,035
Depreciation charge for the year 10,149 6,670 16,819
Balance at 30 June 2007 10,499 99,354 109,854
Balance at 1 July 2007 10,499 99,354 109,854
Depreciation charge for the year 9,057 11,197 20,254
Disposals (7,981) (7,981)
Reclassifications (850) 4 (346)
Balance at 30 June 2008 19,206 102,575 121,781
Carrying amounts
Parent $000's
At 1 July 2006 26,204 117,839 41,476 15,311 200,830
At 30 June 2007 26,204 112,000 38,032 33,394 209,630
At 1 July 2007 26,204 112,000 38,032 33,394 209,630
At 30 June 2008 26,183 129,071 41,378 49,702 246,333

During the year the Property, Plant and Equipment register was reviewed and as a result some of the Property,

Plant and Equipment was reclassified.
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7 Property, plant and equipment (continued)

Revaluation

Current crown accounting policies require all crown entities to revalue land and buildings in accordance
with NZIAS 16, Property, Plant and Equipment. Current valuation standards and guidance notes have been
developed in association with the Treasury for the valuation of hospitals and tertiary institutions.

The revaluation of land and buildings was carried out as at 30 June 2006 by MJ Snelgrove, an independent
registered valuer with Curnow Tizard Limited and a member of the New Zealand Institute of Valuers. The
valuation conforms to International Valuation Standards and was based on an optimised depreciation
replacement cost methodology for the main hospitals. For those properties where a market would exist market
based methodologies have been applied. The valuer was contracted as an independent valuer. The next
valuation will be completed by 30 June 2009.

The board is satisfied that the carrying value of Property, Plant and Equipment is not materially different from
fair value.

Restrictions

Waikato DHB does not have full title to crown land it occupies but transfer is arranged if and when land is sold.
Some of the land is subject to Waitangi Tribunal claims. The disposal of certain properties may be subject to
the provision of section 40 of the Public Works Act 1981.

Titles to land transferred from the Crown to Waikato DHB are subject to a memorial in terms of the Treaty of
Waitangi Act 1975 (as amended by the Treaty of Waitangi (State Enterprises) Act 1988). The effect on the value
of assets resulting from potential claims under the Treaty of Waitangi Act 1975 cannot be quantified.

Property, plant and equipment under construction

Waikato DHB commenced construction of Service and Campus Redevelpment projects. Costs incurred up to
the balance date totalled $66.42 million (2007: $31.55 million). Outstanding commitments for the acquisition of
property, plant and equipment at 30 June 2008 total $32.20 million (2007 $18.31 million).

8 Intangible assets
Group & Parent  Group & Parent

$000’s $000’s
Software Total
Cost
Balance at 1 July 2006 21,998 21,998
Additions 7,400 7,400
Disposals
Balance at 30 June 2007 29,398 29,398
Balance at 1 July 2007 29,398 29,398
Additions 1,030 1,030
Disposals (75) (75)
Reclassifications 550 550
Balance at 30 June 2008 30,903 30,903
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10a

Intangible assets (continued)

Group & Parent

Group & Parent

$000’s $000’s
Software Total
Amortisation and impairment losses
Balance at 1 July 2006 19,777 19,777
Amortisation charge for the year 1,813 1,813
Balance at 30 June 2007 21,590 21,5690
Balance at 1 July 2007 21,590 21,590
Amortisation charge for the year 2,798 2,798
Disposals (73) (73)
Reclassifications 4 4
Balance at 30 June 2008 24,311 24,311
Carrying amounts
At 1 July 2006 2,221 2,221
At 30 June 2007 7,808 7,808
At 1 July 2007 7,808 7,808
At 30 June 2008 6,592 6,592
Inventories
2008 Actual 2007 Actual
Pharmaceuticals 474 517
Surgical and Medical Supplies 5,755 5,924
Other supplies 780 218
7,009 6,659

Write-down of inventories amounted to $0.963 million for 2008 (2007: $0.688 million).

The amount of inventories recognised as an expense during the year ended 30 June 2008 was $58,787 (2007:

$53,887).

No inventories are pledged as security for liabilities, nor are any inventories subject to retention of title clauses

(Romalpa clauses).
Investments in associates

Waikato DHB has the following investments in associates:

a) General information

Name of entity

Principal activities

Interest held at 30 June

Balance date

2008
Urology Services Limited  Provision of urology services 50% 30 June
b) Summary of financial information on associate entities (100 per cent)

2008 Actual $000’s Assets Liabilities Equity Revenues Profit/ (loss)
Urology Services Limited 1,678 1,559 118 5,756 2
1,678 1,559 118 5,756 2
2007 Actual $000’s Assets Liabilities Equity Revenues Profit/ (loss)
Urology Services Limited 956 840 116 5.005 0
956 840 116 5,005 0
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Investments in associates (continued)

c) Share of profit of associate entities

Group & Parent

Group & Parent

$000's $000’s
2008 Actual 2007 Actual
Share of profit/(loss) before tax 2 0
Less: tax expense (1) 0
Share of profit/(loss) after tax 1 0
d) Investment in associate entities
2008 Actual 2007 Actual
Carrying amount at beginning of year 58 58
Share of total recognised revenue and expenses 1 0
Carrying amount at end of year 59 58
e) Share of associates’ contingent liabilities and commitments
2008 Actual 2007 Actual
Contingent liabilities 0 0
Contracted capital commitments 0 0
Other contracted commitments 0 0
Waikato DHB is not jointly or severally liable for the liabilities owing at balance date by the associate.
Investments in joint ventures
a) Carrying amount of investments in joint ventures
2008 Actual 2007 Actual
HealthShare Limited 44 21
44 21
b) Summary of Waikato DHB's interests in HealthShare Limited joint venture (20%)
2008 Actual 2007 Actual
Non-current assets 13 16
Current assets 100 66
Current liabilities (69) 61)
Net assets/(liabilities) 44 21
Income 362 339
Expense (839) (324)
Share of profit of joint venture 23 15
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12

Trade and other receivables

Group & Parent

Group & Parent

$000's $000’s

Note 2008 Actual 2007 Actual

Trade receivables from non-related parties 2,230 2,303
Ministry of Health trade receivables 12,699 3,723
Total trade receivables 14,929 6,026
Ministry of Health accrued income 20,717 18,453
Other accrued income 864 1,225
Prepayments 2,996 2,617
39,506 28,321

Trade receivables and accrued income are shown net of provision for doubtful debts amounting to $2.665
million (2007: $0.891 million) recognised in the current year and arising from the collection history of different

categories of debts.

At each balance date Waikato DHB reviews the net trade receivables and assesses whether there is any
objective evidence that a trade receivable asset or group of trade receivable assets is impaired. Any
impairment losses are recognised in the statement of financial performance.

Cash and cash equivalents

2008 Actual 2007 Actual
Bank balances 1,825 5,966
Call deposits 20,031
Cash and cash equivalents in the statement of cash flows 1,825 25,997

Patient funds

Waikato DHB administers certain funds on behalf of patients. These funds are held in a separate bank
account and any interest earned is allocated to the individual patient balances. Therefore, the transactions
during the year and the balance at 30 June are not recognised in the Statements of Financial Performance,
Financial Position or Cash Flows of Waikato DHB.

2008 Actual 2007 Actual
Opening balance 12 11
Monies Received 106 97
Payments Made (106) (96)
Closing Balance 12 12

Working capital facility
Waikato DHB has a working capital facility supplied by Bank of New Zealand (BNZ), which was established in
March 2006. The facility was unused at 30 June 2008.
Without BNZ'’s prior written consent, Waikato DHB cannot perform the following actions:
e create any security over its assets except in certain circumstances,
¢ lend money to another person or entity (except in the ordinary course of business and then only on
commercial terms) or give a guarantee,
e make a substantial change in the nature or scope of its business as presently conducted or undertake
any business or activity unrelated to health; and
e dispose of any of its assets except disposals at full value in the ordinary course of business.
Waikato DHB must also meet a cash flow cover covenant, under which earnings must exceed financing costs
by at least three times. At all times since the facility was established the covenant has been met. The BNZ
facility has a limit of $5 million.
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13

Cash and cash equivalents (continued)

Reconciliation of surplus for the period with net cash flows from operating activities:

Group & Parent  Group & Parent

$000's $000’s
Note 2008 Actual 2007 Actual
Surplus for the period 13 30,687 3,131
Add/(less) non-cash items:
Depreciation 21,071 17,679
Amortisation 2,798 1,813
Share of (profit)/loss after tax from associate companies 10 (24) (73)
Bad debts written off 22 59
Increase/(decrease) in term provisions (1,372) 4,347
Add/(less) back items classified as investing activity:
Net loss/(gain) on disposal of property, plant and equipment (93) 121
Add back items classified as financing activity:
(Increase)/decrease in Property, Plant and Equipment Creditor (5,256) 4,513
Movements in working capital:
(Increase)/decrease in trade and other receivables (10,777) (2,554)
(Increase)/decrease in inventories (850) (924)
Increase/(decrease) in trade and other payables 2,796 10,955
Increase/(decrease) in employee benefits (13) 192
Net movement in working capital (8,344) 7,669
Net cash inflow/(outflow) from operating activities 39,489 39,259
Capital and reserves
Reconciliation of movement in capital and reserves
Property
Crown equity revaluation reserve Retained earnings Total equity
Adjusted balance at 1 July 2006 62,398 54,118 (2,534) 113,982
Total recognised income and expense 3,131 33381l
Crown Equity repaid (1,553) (1,553)
Balance at 30 June 2007 60,845 54,118 597 115,560
Adjusted balance at 1 July 2007 60,845 54,118 597 115,560
Total recognised income and expense 8 30,679 30,687
Crown Equity repaid (2,194) (2,194)
Balance at 30 June 2008 58,651 54,126 31,276 144,053

Property Revaluation reserve

The revaluation reserve relates to land and buildings. The movement in the year ended 30 June 2008 relates to

property sold during the year.
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13 Capital and reserves (continued)

Trust/ Special funds

The Waikato Health Trust (formerly the Health Waikato Charitable Trust) was incorporated in 1993 as a
charitable trust in accordance with the provisions of the Charitable Trust Act 1957. Under the Trust Deed
the Trustees are appointed by the Waikato District Health Board, these Trustees acting independently in
accordance with their fiduciary responsibilities under trust law.

The purpose of the Trust is to fund health or disability services, related services or projects, health research or
education and other appropriate health related purposes within the communities served by Waikato DHB. As at
30 June 2008, the Waikato Health Trust had total assets of $6.50 million (2007: $6.13 million) and total liabilities
of $0.11 million (2007: $0.01 million).

The following related party transactions occurred during the period:
e Administration costs of the Trust are borne by Waikato District Health Board.
* Revenue received from the Trust during the period was $0.64 million (2007: $1.02 million).

Monies owed to Waikato District Health Board at 30 June 2008 were $37,256 (2007: $7,158).
The Waikato District Health Board has an advance of $856,632 from the Waikato Health Trust.

14  Interest-bearing loans and borrowings

Group & Parent  Group & Parent
$000’s $000’s

2008 Actual 2007 Actual
Non-current

Secured loans 40,000 40,000
40,000 40,000

Current
Unsecured bank facility 0 10,610
Loan from trust 857 857
LLoan from joint venture 127 63
984 11,530
Term loan facility limits 2008 Actual 2007 Actual
Crown Health Financing Agency 40,000 40,000
Term loan facility Westpac Banking Corporation 35,000 35,000
Term loan facility Bank of New Zealand 5,000 5,000

Secured loans

Waikato DHB has a secured loan with the Crown Health Financing Agency. The details of terms and
conditions are as follows:

Interest rate summary 2008 Actual 2007 Actual
Crown Health Financing Agency 6.1% 6.1%
Repayable as follows: 2008 Actual 2007 Actual

Within one year

One to two years

Two to three years

Three to four years

Four to five years 40,000
Later than five years 40,000
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14 Interest-bearing loans and borrowings (continued)

Security and terms
The term loan is unsecured. Continued use of this facility is subject to normal commercial loan covenants such
as interest cover.

The loan facility is provided by the Crown Health Financing Agency, which is part of the Treasury.
The Crown Health Financing Agency term liabilities are secured by a negative pledge. Without the Crown
Health Financing Agency’s prior written consent Waikato DHB cannot perform the following actions:
e create any security over its assets except in certain circumstances,
¢ lend money to another person or entity (except in the ordinary course of business and then only on
commercial terms) or give a guarantee,
* make a substantial change in the nature or scope of its business as presently conducted or undertake any
business or activity unrelated to health; and
e dispose of any of its assets except disposals at full value in the ordinary course of business.

Waikato DHB must also meet the following covenants:
e interest cover: earnings must exceed funding costs by at least 2.5 times
¢ debt to debt plus equity: interest bearing debt is less than 65 per cent of the total of interest bearing debt
plus equity.

The covenants have been complied with at all times since the facility was established. The Government of New
Zealand does not guarantee term loans.

Unsecured bank loans

Waikato DHB has an unsecured bank loan with Westpac Banking Corporation with the maximum facility of $35
million. The loan is repayable on 30 November 2008. It is the intention to extend the borrowing line. Interest is
charged based on market rate.

15 Employee benefits
Group & Parent  Group & Parent

$000’s $000’s
Non-current liabilities 2008 Actual 2007 Actual
Liability for long-service leave 1,262 1,546
Liability for sabbatical leave 2,350 2,000
Liability for retirement gratuities 11,291 11,371
14,904 14,917

Current liabilities
Liability for long-service leave 91 111
Liability for retirement gratuities 811 817
Liability for annual leave 32,643 28,770
Liability for sick leave 749 650
Liability for continuing medical education leave and expenses 8,151 6,522
Salary and wages accrual 10,066 17,013
52,511 53,883

Liability for defined benefit plan

Waikato DHB currently contributes to DBP Contributors Scheme (the Scheme) for 16 employees. The
Scheme is a multi-employer defined benefit scheme. Insufficient information is available to use defined benefit
accounting as it is not possible to determine, from the terms of the Scheme, the extent to which the deficit will
affect future contributions by employers, as there is no prescribed basis for allocation.
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Trade and other payables

Group & Parent  Group & Parent

$000's $000’s
2008 Actual 2007 Actual
Trade payables to non-related parties 42,922 41,838
ACC levy payable 1,652 1,718
GST and PAYE payable 10,046 4,320
ACC Partnership programme liability 768 968
Capital charge due to the Crown 3,944 4,986
59,332 53,830
Operating leases
Leases as lessee
Non-cancellable operating lease rentals are payable as follows:
2008 Actual 2007 Actual
Less than one year 55,909 31,035
Between one and five years 32,832 8,391
More than five years 991 0
89,732 39,426

Waikato DHB leases a number of buildings, vehicles and office equipment under operating leases. The leases
typically run for a period of 3-5 years (for buildings) and 6 years (for vehicles) and 1-3 years (office equipment).
In the case of leased buildings, lease payments are increased every 1-5 years to reflect market rentals. None

of the leases includes contingent rentals.

During the year ended 30 June 2008, $6.90 million was recognised as an expense in the statement of
financial performance in respect of operating leases (2007: $6.25 million).

Financial instruments

Exposure to credit, interest rate and currency risks arise in the normal course of Waikato DHB's operations.
Derivative financial statements are used to hedge exposure to fluctuations in foreign exchange rates and

interest rates.

Credit risk

Financial instruments, which potentially subject the health board to concentrations of risk, consist principally of

cash, short-term deposits and accounts receivable.

The health board places its cash and short-term deposits with high-quality financial institutions and the health
board has a policy that limits the amount of credit exposure to any one financial institution.

Concentrations of credit risk from accounts receivable are limited due to the large number and variety of
customers. The Ministry of Health is the largest single debtor (approximately 79 per cent at 30 June 2008). It
is assessed to be a low risk and high-quality entity due to its nature as the government funded purchaser of

health and disability support services.

The status of trade receivables at the reporting date is as follows:

Gross Receivable Impairment  Gross Receivable Impairment
Trade receivables 2008 2008 2007 2007
Not past due 10,364 0 2,115 0
Past due 0-30 days 1,907 161 765 78
Past due 31-120 days 1,173 303 1,112 193
Past due 121-360 days 1,919 1,281 1,201 198
Past due more than 1 year 2,231 920 1,724 422
Total 17,594 2,665 6,917 891
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Financial instruments (continued)

In summary, trade receivables are determined to be impaired as follows:

Group & Parent

Group & Parent

$000’s $000’s
Trade receivables 2008 Actual 2007 Actual
Gross trade receivables 17,594 6,917
Individual impairment
Collective impairment 2,665 891
Net total trade receivables 14,929 6,026

At the balance date there were no significant other concentrations of credit risk. The maximum exposure
to credit risk is represented by the carrying amount of each financial asset, including derivative financial
instruments, in the statement of financial position.

Liquidity risk

Liquidity risk represents the Waikato DHB's ability to meet its contractual obligations. The Waikato DHB
evaluates its liquidity requirements on an ongoing basis. In general, the Waikato DHB generates sufficient cash
flows from its operating activities to meet its obligations arising from its financial liabilities and has credit lines
in place to cover potential shortfalls.

The following table sets out the contractual cash flows for all financial liabilities and for derivatives that are
settled on a gross cash flow basis.
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2008 & 38 © & 2z & =}
Secured loans 40,000 40,000 40,000
Loan from trust 857 857 857
Loan from joint venture 127 127 127
Trade and other payables 59,334 59,334 59,334
Total 100,318 100,318 60,318 40,000
g - g o
@ 23 5 2 ® ® g
8 82 2 E 3 g 5
= gp ¢ S N N
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2007 8 38 © & R d =9
Secured loans 40,000 40,000 40,000
Loan from trust 857 857 857
Loan from joint venture 63 63 63
Unsecured bank facility 10,610 10,610 10,610
Trade and other payables 53,830 53,830 53,830
Total 93,174 93,174 53,174 40,000
Forward exchange
contracts
Inflow
Outflow 1,520 1,520
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Financial instruments (continued)

Market risk

The Waikato DHB enters into derivative arrangements in the ordinary course of business to manage foreign
currency and interest rate risks. A financial risk management committee, composed of senior management,
provides oversight for risk management and derivative activities. This committee determines the Waikato
DHB'’s financial risk policies and objectives, and provides guidelines for derivative instrument utilisation. This
committee also establishes procedures for control and valuation, risk analysis, counterparty credit approval,
and ongoing monitoring and reporting.

An example of management of foreign currency is the forward exchange contract held at 30 June 2007 used
to minimise currency risk exposure for a large transaction in US Dollars.

Interest rate risk
Interest rate risk is the risk that the fair value of a financial instrument will fluctuate or, the cash flows from a
financial instrument will fluctuate, due to changes in market interest rates.

Waikato DHB adopts a policy of ensuring that between 40 and 60 per cent of its exposure to changes in
interest rates on borrowings is on a fixed rate basis.

Effective interest rates and repricing analysis

In respect of income-earning financial assets and interest-bearing financial liabilities, the following table
indicates their effective interest rates at the balance date and the periods in which they reprice.

2008 Actual $000’s

Effective
interest 6 mths or 6-12 More
rate Total less mths 1-2 yrs 2-5yrs than 5 yrs
%
Cash and cash equivalents 8.3% 1,825 1,825
Secured loans:
NZD fixed rate loan* 6.1% 40,000 40,000
Loan from associate* 0% 857 857
Loan from joint venture 8.3% 127 127
Unsecured bank facility*
2007 Actual $000’s
Effective
interest 6 mths or 6-12 More
rate Total less mths 1-2 yrs 2-5yrs than5yrs
%
Cash and cash equivalents 8.1% 25,997 25,997
Secured loans:
NZD fixed rate loan* 6.1% 40,000 40,000
Loan from associate* 0% 857 857
Loan from joint venture 8.1% 63 63
Unsecured bank facility* 8.6% 10,610 10,610

* These assets/ liabilities bear interest at fixed rates.
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Financial instruments (continued)

Foreign currency risk

Foreign exchange risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates.

Waikato DHB is exposed to foreign currency risk on sales, purchases and borrowings that are denominated in
a currency other than NZD. The currencies giving rise to this risk are primarily U.S. Dollars.

Waikato DHB uses forward exchange contracts to hedge its foreign currency risk. Waikato DHB hedges trade
payables denominated in a foreign currency for large transactions. Most of the forward exchange contracts
have maturities of less than one year after the balance date. Where necessary, the forward exchange
contracts are rolled over at maturity.

As at 30 June 2008 Waikato DHB had no forward foreign currency agreements outstanding. As at 30 June
2007 the Waikato DHB had a forward foreign currency agreement outstanding with the Westpac Banking
Corporation. The total notional principal amount was $1,167,000 USD.

The Waikato DHB'’s exposure to foreign currency risk can be summarised as follows:

Foreign currency risk Group & Parent  Group & Parent
$000’s $000’s

2008 2007

Trade receivables 0 0
Secured bank loans 0 0
Trade payables 0 (1,520)
Net balance sheet exposure before hedging activity 0 (1,520)
Estimated forecast revenue 0 0
Estimated forecast expenditure 0 1,520
Net cash flow exposure before hedging activity 0 1,620
Forward exchange contracts 0 (1,520)
Notional amounts 0 1,520
Net unhedged exposure 0 0

Hedging

Forecasted transactions

Waikato DHB classifies its forward foreign exchange contracts hedging forecasted transactions as cash flow
hedges and states them at fair value. Waikato DHB is exposed to foreign currency risk on sales, purchases
and borrowings that are denominated in a currency other than NZD. The currencies giving rise to this risk

are primarily U.S. Dollars. The net fair value of forward exchange contracts used as hedges of forecasted
transactions at 30 June 2008 was Nil (2007: $1.52 million), comprising liabilities of Nil (2007: $1.52 million) that
were recognised in fair value derivatives.

Recognised assets and liabilities

Changes in the fair value of forward exchange contracts that economically hedge monetary assets and
liabilities in foreign currencies and for which no hedge accounting is applied are recognised in the statement of
financial performance. Both the changes in fair value of the forward contracts and the foreign exchange gains
and losses relating to the monetary items are recognised as part of “net financing costs” (see note 5). The fair
value of forward exchange contracts used as economic hedges of monetary assets and liabilities in foreign
currencies at 30 June 2008 was Nil (2007: $1.325 million) recognised in fair value derivatives.
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Financial instruments (continued)

Capital management

The Waikato DHB’s capital is its equity, which comprises Crown Equity, Reserves, Trust/Special funds and
retained earnings. Equity is represented by net assets. The Waikato DHB manages its revenues, expenses,
assets, liabilities and general financial dealings prudently in compliance with the budgetary processes.

The Waikato DHB’s policy and objectives of managing the equity is to ensure the Waikato DHB effectively
achieves its goals and objectives, whilst maintaining a strong capital base. The Waikato DHB policies in
respect of capital management are reviewed regularly by the governing board.

There have been no material changes in the Waikato DHB’s management of capital during the period.

Sensitivity analysis

In managing interest rate and currency risks Waikato DHB aims to reduce the impact of short-term fluctuations
on Waikato DHB’s earnings. Over the longer-term, however, permanent changes in foreign exchange and
interest rates would have an impact on consolidated earnings.

At 30 June 2008, it is estimated that a general increase of one percentage point in interest rates would
increase Waikato DHB'’s surplus before tax by approximately $0.17 million (2007: $0.26 million). It is estimated
that a general increase of one percentage point in the value of NZD against other foreign currencies would not
have a material effect on Waikato DHB'’s surplus. The forward exchange contracts have been included in this
calculation.

The table below illustrates the potential profit and loss impact for reasonably possible market movements, with
all other variables held constant, based on Waikato DHB's financial instrument exposures at balance date.

2008 $000’s 2007 $000's
-100bps +100bps -100bps +100bps
Financial Assets
Cash and cash equivalents (17) 17 (260) 260
(7) 17 (260) 260

Financial Liabilities

Fixed rate bank facility

Fixed rate loan 107 (107)

Loan from trust

107 (107)

Classification and fair values
The classification and fair values together with the carrying amounts shown in the statement of financial
position are as follows:
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Trade and other receivables 11 39,506 39,506 39,506
Cash and cash equivalents 12 1,825 1,825 1,825
Secured loans 14 40,000 40,000 39,843
Loan from trust 857 857 857
LLoan from joint venture 127 127 127
Trade and other payables 16 58,925 58,025 58,925
1,825 139,415 141,240 141,083
Unrecognised (losses)/gains (157)
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18  Financial instruments (continued)
Classification and fair values
The classification and fair values together with the carrying amounts shown in the statement of financial
position are as follows:

< —
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Trade and other receivables 11 28,321 28,321 28,321
Cash and cash equivalents 12 25,997 25,997 25,997
Forward exchange
contracts:

Liabilities 19 1,520 1,520 1,325
Secured loans 14 40,000 40,000 38,948
Loan from associate 857 857 857
Loan from joint venture 63 63 63
Unsecured bank liabilities 14 10,610 10,610 10,610
Trade and other payables 16 53,830 53,830 53,830

25,997 135,201 161,198 160,146
Unrecognised (losses)/gains (1,052)

Estimation of fair values analysis
The following summarises the major methods and assumptions used in estimating the fair values of financial
instruments reflected in the table.

Securities
Fair value is based on quoted market prices at the balance date without any deduction for transaction costs.

Derivatives
Forward exchange contracts are marked to market using listed market prices.

Interest-bearing loans and borrowings
Fair value is calculated based on discounted expected future principal and interest cash flows.

Trade and other receivables / payables
For receivables / payables the notional amount is deemed to reflect the fair value.
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Related parties

Identity of related parties

Waikato DHB has a related party relationship with its subsidiaries, associates, joint venture and with its board

members, directors, executive officers and employees. The chair of Waikato DHB Jerry Rickman has a related
party relationship with PricewaterhouseCoopers (PwC). All transactions with PwC are conducted on an arms-
length basis.

Compensations
Loans to board members for the year ended 30 June 2008 amounted to $Nil (2007: $Nil). No interest is
payable by the board members.

In addition to their salaries, Waikato DHB also provides non-cash benefits to board members and executive
officers.

The Waikato DHB has the standard Directors and Officers Insurance Policy. No payments were made under
this policy for 2008 (2007: $Nil).

Remuneration
Key management includes the Board, non-Board committee members and executive management including

the Chief Executive. Key management compensation for the period was as follows:

Group & Parent Group & Parent

$000’s $000’s
2008 Actual 2007 Actual

Short-term employee benefits (vehicles & salaries) 2,339 2,205
Post-employment benefits
Other long-term benefits
Termination benefits

2,339 2,205
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19 Related parties (continued)

Compensations (continued)

$ No. of Meetings ~ No. of Meetings
Eligible to Attend  Actually Attended

Board members remuneration

Ted Armstrong 16,139 19 19

Gordon Blake 12,861 13 12

Gordon Chesterman 28,187 27 25

Sally Christie 37,750 43 42

Dave Currie 15,389 20 15

David Gilgen 12,111 11 7

Jack Hauvill 29,000 36 34

Elisapeta Karalus 26,562 26 19

Michael Ludbrook 26,222 22 21

Angus Macdonald 12,111 13 11

Pippa Mahood 27,812 29 28

Harry Mikaere 15,139 14 13

Michelle Nathan 11,361 13 4

Glenda Raumati 15,139 14 14

Jerry Rickman 31,278 26 23

Suresh Vatsyayann 15,139 14 13

Ewan Wilson 4,417 6 3
336,617 346 3083

$

Non-Board members who attended committee

meetings

Peter Allan 2,000

Mere Balzer 1,000

Eileen Barker 2,000

John Mcintosh 500

Rachael Dean 1,750

Adri Isbister 1,250

Robyn Klos 1,500

Wayne McLean 2,000

Sue Wardill 2,000

14,000
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Related parties (continued)

Compensations (continued)

Employee Remuneration over $100,000 ($10,000 bands)

100,001 - 110,000

110,001 - 120,000

120,001 - 130,000

130,001 - 140,000

140,001 - 150,000

150,001 - 160,000

160,001 - 170,000

170,001 - 180,000

180,001 - 190,000

190,001 - 200,000

200,001 - 210,000

210,001 - 220,000

220,001 - 230,000

230,001 - 240,000

240,001 - 250,000

250,001 - 260,000

260,001 - 270,000

270,001 - 280,000

280,001 - 290,000

290,001 - 300,000

300,001 - 310,000

310,001 - 320,000

320,001 - 330,000

330,001 - 340,000

340,001 - 350,000

350,001 - 360,000

360,001 - 370,000

380,001 - 390,000

390,001 - 400,000

410,001 - 420,000

2008 2007
82 60
44 46
30 30
22 32
26 18
13 23
19 25
15 21
19 19
13 19
16 19
10 14
13 20
18 15
11 5
11 11
11 10
12 7
10 3
7 1
11 1
5 3
7 0
9 1
3 0
2 0
2 0
1 1
2 0
2 0

446 404

Of the 446 (2007: 404) employees shown above, 403 (2007: 370) are or were Medical or Dental employees.
If the remuneration of part time employees were grossed up to full time equivalent basis, the total number
of employees with remuneration of $100,000 or more would be 487 (2007: 451), compared with the actual

number of employees of 446 (2007: 404).

The remuneration of the Chief Executive for the year ended 30 June 2008 was in the $320,000 to $330,000
band listed above. The Chief Executive commenced on 20 August 2007.
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Related parties (continued)

Termination payments
During the year the board made the following payments in respect of the termination of employment with the
board.

Number of Employees Actual
1 1,958
1 5,250
1 18,342
1 17,871
1 73,251

Outstanding balances to related parties

Group & Parent Group & Parent

$000's $000's

2008 Actual 2007 Actual

Waikato Health Trust 857 857
HealthShare Limited 127 127
984 984

Transactions with associates and joint ventures are priced on an arm’s length basis apart from the above
transactions, during the year ended 30 June 2008.

Ownership

Waikato DHB is a crown entity in terms of the Crown Entities Act 2004, and is a wholly owned entity of

the Crown. The Government significantly influences the role of the Group as well as being its major source

of revenue. During the period the Group received $860 million (2007: $766 million) from the Government,
through the Ministry of Health to provide health services. The amount owed by Government at year end was
$32.4 million (2007: $22.2 million). The Group paid a capital charge of $10.9 million (2007: $9.4 million) to the
Government during the year.

Transactions with other entities controlled by the Crown

There have been transactions with other entities controlled by the Crown that have not been separately
disclosed because the transactions have been carried out on the same terms as if the transactions had been
carried out at arm’s length.

Subsidiaries
Mental Health Building Limited is a wholly owned subsidiary of Waikato District Health Board. Mental Health
Building has a balance date of 30 June and was incorporated in New Zealand.

The following related party transactions occurred during the year.

Mental Health Building Limited was charged interest of $221,459 (2007: $236,102), a management fee of
$420,000 (2007: $420,000) and a land lease of $12,000 (2007: $12,000) by Waikato District Health Board.
It also received interest of $96,083 (2007: $54,862) from Waikato District Health Board. As at 30 June 2008
Mental Health Building Limited owes Waikato District Health Board $Nil (2007: $2,541,047). As at 30 June
2008 Waikato District Health Board owes Mental Health Building Ltd $1,132,483 (2007: $2,044,584).

All related party transactions are at normal commercial terms. The latest audited financial statements were
used as the basis for consolidation. The principal activity of the subsidiary during the year was the operation of
a mental health building.
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Related parties (continued)

Joint ventures
HealthShare Limited is a company, established in February 2001 by the five District Health Boards in the
Midland Region, which provides auditing services for these District Health Boards.

No dividends have been received from HealthShare Limited. The Group’s share of the retained net surplus of
HealthShare Limited for the 12 months ending 30 June 2008 amounted to $23,005 (2007: $15,025).

During the year Waikato DHB received administration fees of $18,420 (2007: $18,420) from HealthShare
Limited. Waikato DHB paid HealthShare Limited $208,713 (2007: $296,744) for services provided.

As at 30 June 2008 Waikato DHB owed HealthShare Limited $127,474 (2007: $63,124).

The Group’s investment in HealthShare Limited has not been accounted for using the proportionate method in
the parent financial statements as it is not considered material. HealthShare Limited has been accounted for
using the equity method.

As at 30 June 2008, HealthShare Limited had total assets of $563,591 (2007: $356,765) and total liabilites of
$344,833 (2007: $253,192).

Associated Entity
Urology Services Limited commenced on 1 October 1996 and provides urological services to the Waikato
DHB catchment.

The investment of Waikato DHB comprises 500 shares of $1 each and its share of undistributed post-
acquisition surpluses as at 30 June 2008 amounting to $59,417 (2007: $57,555).

No dividends have been received from Urology Services Limited. The Group’s share of the retained net surplus
before tax of Urology Services Limited for the year ending 30 June 2008 was $1,405 (2007: $275) and has
been consolidated using the equity method of accounting. During the period Waikato DHB received revenue of
$2.5 million (2007: $2.5 million) from Urology Services Limited.

The amount owed by Urology Services Limited to Waikato DHB at year end was $242,100 (2007: $192,275).
There have been transactions with other entities controlled by the Crown that have not been separately
disclosed because the transactions have been carried out on the same terms as if the transactions had been
carried out at arm’s length.

The Waikato Health Trust

The Waikato Health Trust (formerly the Health Waikato Charitable Trust) was incorporated in 1993 as a
charitable trust in accordance with the provisions of the Charitable Trust Act 1957. Under the Trust Deed
the trustees are appointed by the Waikato District Health Board, these trustees acting independently in
accordance with their fiduciary responsibilities under trust law. The purpose of the Trust is to fund health or
disability services, related services or projects, health research or education and other appropriate health
related purposes within the communities served by Waikato DHB. As at 30 June 2008, the Waikato Health
Trust had total assets of $6.50 million (2007: $6.15 million) and total liabilities of $0.11 million (2007: $0.01
million).

The following related party transactions occurred during the period:

e Administration costs of the trust are borne by Waikato District Health Board.

¢ Revenue received from the trust during the period was $0.638 million (2007: $1.022 million).
Monies owed to Waikato District Health Board at 30 June 2008 were 37,256 (2007: $7,158).

The Waikato District Health Board has an advance of $856,632 from the Waikato Health Trust.
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22

23

Subsequent event
There are no significant events subsequent to balance date.

Accounting estimates and judgements

Management discussed with the Audit Committee the development, selection and disclosure of Waikato
DHB's critical accounting policies and estimates and the application of these policies and estimates.

Key sources of estimated uncertainty
In note 18, a detailed analysis is given of the foreign exchange exposure of Waikato DHB and risks in relation
to foreign exchange movements.

Explanation of financial variances from budget

The Group recorded a net surplus of $30.687 million compared with a budgeted surplus of $0.172 million.
The surplus was in the funder-arm and the provider-arm had a modest deficit. This represents a surplus of
approximately 3% of annual turnover.

In the Funder the main areas of favourable variances included:

e | ower than budgeted demand driven primary care, mainly laboratory and pharmaceuticals.

e Other NGO personal health expenditure, mainly dental where delays with the national business case sign off
have delayed expenditure, primary care GP beds which is a demand driven service and non demand driven
pharmacy management where changes to the national pharmacist services framework caused a one-off
favourable variance for this year.

e Mental Health NGO expenditure. This principally relates to the review for child and youth mental health
services that has caused delays in reapplying funding.

e Older persons service due to lower than planned demand for residential service.

In the Provider the main areas of variance included:
¢ Higher than budgeted collective agreement settlements, particularly nursing and medical collectives.
¢ Higher than planned outsourced laboratory tests and diagnostics related to the higher requirements in
certain specialities.
e Depreciation was lower than planned, mainly due to the later than budgeted commissioning of
infrastructure projects.
¢ Borrowings were lower than planned resulting in a favourable interest expense variance.

Explanation of transition to NZIFRS
These are Waikato DHB's first consolidated financial statements prepared in accordance with NZIFRS.

The accounting policies set out in the notes to the financial statements have been applied in preparing financial
statements for the year ended 30 June 2008, the comparative information presented for the year ended 30
June 2007 and in the preparation of an opening NZIFRS Balance Sheet at 1 July 2006 (Waikato DHB’s date of
transition).

In preparing its opening NZIFRS Balance Sheet and restating the 2007 financial statements, Waikato DHB

has adjusted amounts reported previously in financial statements prepared in accordance with its old basis of
accounting (previous GAAP). An explanation of how the transition from previous GAAP to NZIFRS has affected
Waikato DHB'’s financial position, financial performance and cash flows is set out in the following tables and the
notes that accompany the tables.
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23 Explanation of transition to NZIFRS (continued)

Reconciliation of the equity

Group $000’s Group $000’s
Transition Balance Sheet Comparative Balance Sheet
1 July 2006 30 June 2007
Note Previous Effect of NZIFRS Previous Effect of NZIFRS
GAAP transition to GAAP transition to
NZIFRS NZIFRS
:;?J?;;tye’nf'am and 211,870 (884) 210,986 227,328  (6,471) 220,857
Intangible assets 23f 2,221 2,221 7,808 7,808
Investment property 1,337 (1,337) 1,337 (1,337)
Investments in associates 58 58 58 58
Investments in joint ventures  23d 6 6 21 21
Other investments 19,303 19,303
Total non-current assets 232,568 6 232,574 228,723 21 228,744
Inventories 5,735 6,736 6,659 6,659
Other investments 22,693  (22,693) 20,031 (20,031)
Trade and other receivables 239 &i 25,767 15 25,782 28,321 28,321
Cash and cash equivalents 23h 1,420 22,693 24,113 5,966 20,031 25,997
Total current assets 55,615 15 55,630 60,977 0 60,977
Total assets 288,183 21 288,204 289,700 21 289,721
Equity
Crown equity 23d 62,398 62,398 60,845 60,845
Other reserves 54,118 54,118 54,118 54,118
Retained earning/(losses) 23c (2,540) 582 (1,958) 1,325 (728) 597
Total equity 113,976 582 114,558 116,288 (728) 115,560
Liabilities
g‘;frfvsvti;%esa”“g loans and 60,000 60,000 40,000 40,000
Employee benefits 10,570 10,570 14,917 14,917
Total non-current liabilities 70,570 70,570 54,917 54,917
g‘;frrgfvti;%esa””g loans and 7,819 7819 11,530 11,530
Employee benefits 59,111 1,087 60,148 52,694 1,189 53,883
Trade and other payables 23b &g 36,707 (1,598) 35,109 54,271 (441) 53,830
Total current liabilities 103,637 (661) 108,077 118,495 748 119,244
Total liabilities 174,207 (661) 173,647 173,412 748 174,161
Total equity and liabilities 288,183 21 288,204 289,700 21 289,721
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50

Explanation of transition to NZIFRS (continued)
Reconciliation of the surplus for the year ended 30 June 2007

Group $000’s
Note Previous Effect of NZIFRS
GAAP transition to
NZIFRS
Revenue 794,935 794,935
Other operating income 18,477 18,477
Finance income 4,101 4,101
Total income 817,513 817,513
Employee benefit costs 23a&b 318,551 553 319,104
Depreciation and amortisation expense 19,492 19,492
Outsourced services 25,544 25,544
Clinical supplies 85,856 85,856
Infrastructure and non-clinical expenses 51,666 51,666
Payments to non-health board providers 292,443 292,443
Other operating expenses 239 7,027 195 7,222
Finance costs 3,624 3,624
Capital charge 9,446 9,446
Total expenses 813,648 748 814,397
Share of profit of joint venture 15 11
Surplus before and after tax 3,865 (733) 3,131
Reconciliation of cash flows for the year ended 30 June 2007
Note Previous Effect of NZIFRS
GAAP transition to
NZIFRS
Cash flows from operating activities
Cash receipts from Ministry of Health and patients 811,278 811,278
Cash paid to suppliers (452,069) (452,069)
Cash paid to employees (814,012) (8314,012)
Cash generated from operations 45,197 45,197
Interest received 4,101 4,101
Interest paid (3,499) (8,499)
Net taxes refunded/(paid) (goods and services tax) (653) (653)
Capital charge paid (5,987) (5,987)
Net cash flows from operating activities 39,259 39,259
Cash flows from investing activities
Proceeds from sale of property, plant and equipment 462 462
Acquisition of property, plant and equipment (29,940) (29,940)
Proceeds from other investments 20,008 20,008
Acquisition of other investments 23h (2,663) (2,663)
Acquisition of intangible assets 8 (7,400) (7,400)
Net cash flows from investing activities (16,870) (2,663)  (19,533)
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23

Explanation of transition to NZIFRS (continued)
Reconciliation of cash flows for the year ended 30 June 2007 (continued)

Group $000’s
Note Previous Effect of NZIFRS

GAAP transition to

NZIFRS

Cash flows from financing activities

Proceeds from equity injection 641 641
Equity repayment (2,194) (2,194)
Borrowings raised 5,756 5,756
Repayment of borrowings (22,045) (22,045)
Net cash flows from financing activities (17,842) (17,842)
Net increase in cash and cash equivalents 4,547 (2,663) 1,884
Cash and cash equivalents at beginning of year 1,420 22,693 24,113
Cash and cash equivalents at end of year 23h 5,967 20,030 25,997

Notes to the reconciliation of previous GAAP

a) Long service leave and sick leave
Under previous GAAP long service leave was recognised when the employees’ long service leave days had
vested. In accordance with NZIAS 19, the provision for long service leave is calculated as the present value
of the future benefit that employees have earned in return for their services in past periods.

Under previous GAAP sick leave was not provided for. Since sick leave granted by Waikato DHB to its
employees is an accumulating compensating absence, Waikato DHB has the obligation to provide for
accumulated sick leave expected to be taken in future periods (over and above the entitlement to be earned
by employees in those future periods). Under NZIAS 19, Waikato DHB now recognises the expected cost
of accumulated compensated absences which Waikato DHB expects to be used in the future years. This
provision was based on its historical payroll information.

1 July 2006 adjustments

The effect of recognising the above employee entitlements resulted in an increase in current provisions
by $755,000 and non current provisions by Nil as at 1 July 2006, and a decrease in retained earnings of
$755,000.

30 June 2007 adjustments

Similarly, the effect of recognising the above employee entitlements resulted in an increase in current
provisions by $650,000 and non current provisions by Nil as at 30 June 2007, and a decrease in retained
earnings of $650,000.

b) ACC liability
ACC Partnership Program (APP) offers Waikato DHB the option to accept injury management and financial
responsibility for employees who suffer work-related illness or injury for a specified period. In return, the
accredited employer’s ACC premiums are reduced. Participation in the APP is an insurance contract
between the employer and the employee, as the employer (insurer) accepts significant insurance risk from
the employee (policyholder) by agreeing to compensate the employee if a work-related injury (the insured
event) adversely affects the employee.

Under previous GAAP no liability resulting from insurance risk was recognised by Waikato DHB. In
accordance with NZIFRS 4, Waikato DHB accounted for its participation in the APP as an insurance
contract and recognised the resulting insurance liability.

1 July 2006 adjustments
The effect of recognising the insurance provision was a decrease in current provisions by $1.316m and an
increase in retained earnings by $1.316m at 1 July 2006.

30 June 2007 adjustments
Likewise, the effect of the above adjustment was a decrease in current provisions by $0.97m and an
increase in retained earnings by $0.97m at 30 June 2007.
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23 Explanation of transition to NZIFRS (continued)

c) Retained earnings and reserves
The effect of the above adjustments on retained earnings is as follows:

Group $000’s

Note Retained

earnings
Previous GAAP at 1 July 2006 (2,540)
Share of profit of joint venture 10b 6
Long service leave and sick leave 23a (755)
ACC liability 23b 1,316
Derivative financial instruments 239 15
Total adjustments to equity at 1 July 2006 582
NZIFRS at 1 July 2006 (1,958)
Previous GAAP at 30 June 2007 1,325
Share of profit of joint venture 10b 21
Long service leave and sick leave 23a (650)
ACC liability 23b 97
Derivative financial instruments 239 (195)
Total adjustments to equity at 30 June 2007 (728)
NZIFRS at 1 July 2007 597

d) Joint Ventures
HealthShare Limited is a company established in February 2001 by the five District Boards in the Midland
Region.

The Group’s investment in HealthShare Limited was not accounted for under NZ GAAP as it was not
considered material. HealthShare has been recognised using the Equity Method as permitted by NZIAS 31
para 38.

1 July 2006 adjustments
The effect of recognising HealthShare Limited is to increase Equity by $6,000, being a 20% share of the net
assets of HealthShare at balance date.

30 June 2007 adjustments
The effect of recognising HealthShare Limited is to increase Equity by $20,715, being a 20% share of the
net assets of HealthShare at balance date.
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23 Explanation of transition to NZIFRS (continued)

e) Defined benefit plan
1 July 2006 adjustments
Waikato DHB currently contributes to DBP Contributors Scheme (the Scheme) for 18 employees. The
Scheme is a multi-employer defined benefit scheme.

Insufficient information is available to use defined benefit accounting as it is not possible to determine, from
the terms of the Scheme, the extent to which the deficit will affect future contributions by employers, as
there is no prescribed basis for allocation.

As at 31 March 2005, the Scheme had a deficit of $3.6 million (1.1% of the liabilities). This deficit was
calculated using a discount rate equal to the expected return on the assets, but otherwise the assumptions
and methodology were consistent with the requirements of NZIAS 19.

The Actuary to the Scheme has recommended the employer contribution is reduced to 2.0 times
contributors’ contributions with effect from 1 April 2006. The 2.0 is inclusive of Specified Superannuation
Contribution Withholding Tax.

30 June 2007 adjustments
Waikato DHB currently contributes to DBP Contributors Scheme (the Scheme) for 29 employees. The
Scheme is a multi-employer defined benefit scheme.

Insufficient information is available to use defined benefit accounting as it is not possible to determine, from
the terms of the Scheme, the extent to which the deficit will affect future contributions by employers, as
there is no prescribed basis for allocation.

f) Intangible Assets
Under NZ GAAP all computer hardware and software was recognised as Property, Plant & Equipment.
Under NZIFRS, software that is separable from hardware is recognised as an intangible asset.

g) Derivative financial instruments
Under previous GAAP derivative financial instruments (e.g. foreign exchange forward contracts or interest
rate swaps) were not recognised in its financial statements until the underlying cashflow occurred.

In accordance with NZIAS 39, derivative financial instruments are always classified as a financial instrument
at fair value through profit or loss with changes in fair value recognised in net profit unless hedging
accounting is applied.

1 July 2006 adjustments

In accordance with NZIAS 39, all derivatives (foreign exchange contracts and interest rate swaps) have been
recognised as assets or liabilities at their fair values. The effect of this is to increase derivatives (presented in
trade and other receivables) by $15,248 and retained earnings by $15,248 at 1 July 20086.

30 June 2007 adjustments

In accordance with NZIAS 39, all derivatives (foreign exchange contracts and interest rate swaps) have been
recognised as assets or liabilities at their fair values. The effect of this is to increase payables by $194,890,
and decrease retained earnings (for ineffective component) by $194,890 at 30 June 2007.

h) Cash and cash equivalents
Under previous GAAP the Cashflow would show only movements affecting the bank account. Under
NZIFRS the Cashflow shows any movements between the bank and cash equivalents which includes
short-term investments.

i) Trade receivables
Under previous GAAP a provision was provided for bad and doubtful debts. This includes a provision for
impairment of trade receivables under NZIFRS.
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For the 12 months ended 30 June 2008

Cost of Service Statement
For the year ended 30 June 2008

Funding Governance Provider Eliminations Total
$000 $000 $000 $000 $000

Revenue 816,212 4,469 542,706 (455,831) 907,556
Expenses (780,350) (6,294) (546,080) 455,831 (876,893)
Operating Result 35,862 (1,825) (8,374) - 30,663
Output Class: Governance and Administration
Performance Dimension Deliverable Target Date Performance
Governance
To achieve integrated Narrative report on strategic June 2008  Achieved

and coordinated planning
throughout the DHB.

priorities (provided in September
Board agenda) acknowledges

that the District Annual Plan and
Statement of Intent were developed
on time, recognising local and
Government strategic directions.

The Narrative report on strategic priorities for
the 2007/08 year was provided as part of the
August 2008 Board Agenda. The section on
Planning & Funding stated that the District
Annual Plan (DAP) and Statement of Intent
(SOI) were developed in accord with planned
timeframes.

Output Class: Funds

Performance Dimension

Reducing inequalities

1. Identify the number
and percentage of the
Waikato DHB resident
population enrolled with
a PHO by ethnicity and
deprivation.

Deliverable Target Date
Target for 2007/08 to 2009/10isa June 2008
1% increase per annum on baseline

figures (particularly for Maori,

Pacific and other Decile 9 & 10

people)

Performance

Achieved
Baseline figures' for this target are:

¢ Overall PHO enrolments: 93.6%

* Maori PHO enrolments: 83.4%

¢ Pacific PHO enrolments: 78.4%

e Decile 9/10 PHO enrolments: 78.2%
Levels achieved 2007/082 were:

¢ Overall PHO enrolments: 93.9%

* Maori PHO enrolments: 87.4%

¢ Pacific PHO enrolments: 84.5%

e Decile 9/10 PHO enrolments: 91.7%

The target was achieved for a 1% increase in
PHO enrolments for the following groups:

e Maori (7.6% increase)

¢ Pacific (19.2% increase)

e Decile 9/10 (9.8% increase)

e Overall (5.6% increase)

Reducing inequalities
Identify and monitor the
ratio of age-standardised
rate of GP consultations
per high need person
against the age-
standardised rate of GP
consultations per non-high
need person

Targets for 2007/08 to 2009/10is  June 2008

to ensure this ratio is not below one

Achieved

Ratio at quarter 4 2007/08 is 1.18:1 (High
Needs: Non High Needs).

This result is well above the national performance
goal of 1:1. This indicator has been adjusted to
include nurse consults in both the numerator and
denominator, as per the new specification for the
indicator in the PHO Performance Programme.

" Source: Waikato District Health Board District Annual Plan 2006/07; figures as at December 2005 (pg. 159)
2 Source: Waikato District Health Board Draft District Annual Plan 2008/09; figures as at March 2008 (pg. 98)
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Performance Dimension Deliverable Target Date Performance
Reducing inequalities
Implement relevant actions  Narrative report on strategic June 2008  Achieved
from the Waikato DHB priorities describes actions The Narrative Report which describes the actions
Health Equity Assessment  undertaken in relation to the undertaken was provided to the Ministry of
Tool Implementation Plan.  Waikato DHB Health Equity Health.
Assessment Tool Implementation Actions undertaken include:
Plan. This is reported annually. ® Regular Health Equity Assessment Tool
Process Advisory Meetings and review
of prioritisations proposals from a health
inequalities perspective.

e Integration of Health Equity Assessment Tool
into organisational processes completed in
for the prioritisation process.

Chronic Disease

Management: Reducing

smoking

Report on being able to To identify the percentage of the June 2008  Data not available.

measure: PHO enrolled population older The measurement of this indicator at a national
Numerator: The number of  than 14 years of age that have a level has not yet been ratified by the PHO Service
enrolled persons >14 years smoking status recorded. Amendment Protocol. Therefore nationally there
with smoking status on is no data to report.

record

Denominator: The total

number of enrolled persons

>14 years.

Chronic Disease

Management:

Cardiovascular disease

Numerator: A system is implemented that June 2008  Data not available.

The number of people in

each target group who
have had their five-year

absolute CVD risk recorded

in the last five years.

Denominator:

The number of people in

each respective target
group.

Target groups:

1. Méori/Pacific & Indian

subcontinent men >35

years of age

2. Maori/Pacific & Indian
subcontinent women
>45 years of age

3. European & other men

>45 years of age

4. European & other
women >55 years of
age.

enables PHOs to report on

the number of patients with a
cardiovascular risk assessment
completed within the last five years.

The measurement of this indicator at a national
level has not yet been ratified by the PHO Service
Amendment Protocol. Therefore nationally there
is no data to report.
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Performance Dimension

Improving Maori Health

A report on how
(mechanisms and
frequency of engagement)
local lwi/Maori are
supported by the

DHB to participate in

the development and
implementation of

the strategic agenda,
service delivery planning,
development, monitoring
and evaluation (including a
section on PHOs).

Deliverable Target Date

Narrative report on strategic June 2008
priorities describes how local lwi /

Maori are engaged and participate

in DHB decision making and

development of strategy produced

annually.

Performance

Achieved

The Narrative report on strategic priorities for the
2007/08 year was provided as part of the August
2008 Board Agenda.

Specific engagement and participation occurs
through these mechanisms:
e |wi Maori Council
e Kaumatua Kaunihera
e Kaumatua Kaunihera Research Ethics
Committee
e Maori provider forum (includes PHO’s)
e RFP appraisals process
e Participation on specific project groups and
committees e.g. AgeWISE, ChildWATCH,
Midland Cancer Network etc
e Te Roopu Kaimahi Maori

Iwi/Maori have been active participants in the
development of the following key Waikato DHB
plans, reports and processes:
e District Strategic Plan 2006-2009 (DSP)
District Annual Plan 2007-2008 (DAP)
Health Needs Assessment (HNA)
Health Waikato Service Plan 2007
Maori Health Plan (MHP) He Huarahi Oranga
2006-2009
e Maori Health Workforce Development Plan
2006-2009
¢ Waikato DHB Reducing Inequalities Action
Plan 2007 -2010
e \Waikato DHB HEAT Implementation Plan
2006
Maori HEHA Action Plan 2008
Maori Diabetes Action Plan 2007-2008
Waikato DHB Prioritisation Processes
Waikato DHB Tobacco Control Plan
Input into funding proposals and business
cases that will affect Maori populations
Request for Funding Proposal tender groups
e Service and Campus Reconfiguration project
(SCR), including the development of Te Ara
Poutama (Waikato DHB Maori Model of Care)

Representation on lwi/Maori Council extends to
Toiora PHO, Hauraki PHO and Northern PHO
(the Maori PHO’s). This creates an opportunity
for these PHO'’s to have input into service
planning, strategy, monitoring and evaluation for
Maori populations within the Waikato region.
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Output Class: Provider Capacity

Performance Dimension

Secondary Mental Health
Services Utilisation
Provision of comprehensive
and timely data to MHINC
by Health Waikato Mental
Health and Addictions
Service reported by age
group and ethnicity.

Numerator: Number of
people domiciled in region
who are seen by mental
health services
Denominator: Projected
population of DHB

By ethnicity
By age (0-19: 20-64: 65+)

Deliverable Target Date

Outlined below are the Health June 2008
Waikato targets for 2007/08:
Child & Youth (0-19 age band)
Maori - 1.8%

Other — 1.8%

Total - 1.8%

Adult (20-64 age band)
Maori - 2.9%

Other — 2.9%

Total - 2.9%

Older people (age band 65+)
Maori — 2.50%

Other — 2.50%

Total - 2.50%

Performance

Not Achieved

QOutlined below are the actual rates achieved up
to 31 March 2008:

Child & Youth (0-19 age band)
Maori — 0.86%

Other — 1.52%

Total - 1.31%

Adult (20-64 age band)

Maori — 3.29%

Other - 2.28%

Total - 2.47%

Older people (age band 65+)
Maori — 2.09%

Other — 2.43%

Total — 2.40%
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Output Class: Provider

Targets and Measures Definitions and Calculation Method Target Actual Achieved
Internal Process and Efficiency
Inpatient Volumes Comparison  Total number of base, inter-regional flow, +/- 2% Budget -2.6% x
with plan and supplementary inpatient case weighted

discharges completed in the year compared to

the full-year plan.
Outpatient Volumes Total number of first and subsequent outpatient +/- 2% Budget 5.7% x
Comparison with plan clinic visits (excluding radiology) in the year

compared to the full-year plan.
Case-mix weighted Average The average period for which each inpatient Not greater than 3.38 v
length of stay in secondary care (excluding mental health, 3.60

assessment and rehabilitation services,

continuing care, well babies and boarders)

occupies a bed expressed in the number of days

stay.
Customer and Quiality
Patient’s Overall Satisfaction The weighted score of patients’ responses Not less than 80% 85% v

from patient satisfaction surveys, implemented

in accordance with Ministry of Health patient

satisfaction guidelines.
Emergency Triage Times The percentage of emergency department triage 100 % 91% x
Category 1 category 1 patients seen immediately
Emergency Triage Times The percentage of emergency department triage  Not less than 80% 55% x
Category 2 category 2 patients seen within 10 minutes
Emergency Triage Times The percentage of emergency department triage  Not less than 75% 42% x
Category 3 category 3 patients seen within 30 minutes
Organisational Health and
Learning
Staff Turnover — Voluntary The total number of employees who voluntarily Not greater than 0.99% v
(monthly average %) resign compared to the total number of 1.25%

employees at the beginning of the period

(excluding Resident Medical Officers, temporary

and casual staff)
Staff Stability Rate (monthly The number of employees who have not left the Not less than 99.7% v
average %) organisation with less than two years’ service 99.2%

compared to the number of employees with

the organisation at the beginning of the period

(excluding Resident Medical Officers, temporary

and casual staff)
Sick Leave Rate (Monthly Total number of hours of paid or unpaid sick leave  Not greater than 3.71% x
average %) taken by employees divided by the number of 3.15%

employees’ hours.
Lost Time Injury Frequency The number of days lost due to work Not greater than 0.21 4

Rate

related injury (including the first week of paid 1.20
compensation and return to work programmes)

divided by 100,000 hours.
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Non-Financial Measures
Health Targets

As referenced in the Minister’'s 2007/08 ‘Letter of Expectations’, the 2007/08 year saw the introduction of nine health targets
relevant to DHB’s. Two targets - improving Healthy Eating Healthy Action (HEHA), and improving tobacco control - are measured
nationally, but it is expected that DHB activity will support achievement of each target. The seven targets formed a key part of DHB

Statements of Intent (SOI).

Longer term national targets are shown as well as Waikato DHB’s 2007/08 targets.
Improving immunisation coverage

National target for 95% of two year olds fully immunised

Waikato DHB Target for 2007/08 — 79% Actual 2007/08 - 73% Not achieved
Improving oral health

National target progress towards 85% adolescent oral health utilisation

Waikato DHB Target for 2007/08 — 64.4% Actual 2007/08 - 59.8%  Not achieved

Improving elective services
— each DHB will maintain compliance in all Elective Services Patient Flow Indicators (ESPIs)

ESPI Local DHB Quarter 4 Achieved
Target Actual

1. DHB services that appropriately acknowledge and process all patient referrals within 10 95% 100% v
working days.

2. Patients waiting longer than six months for their first specialist assessment (FSA). <1.8% 1.1-1.4% v

3. Patients waiting without a commitment to treatment whose priorities are higher than <4.8% 1.5-1.9% v
actual treatment threshold (ATT).

4. Clarity of treatment status. 0.0% 0.0% v

5. Patients given a commitment to treatment but not treated within six months. <4.5% 6.7-8.0% x

6. Patients in active review who have not received a clinical assessment within the last six <12% 8.2-12.2% x
months.

7. Patients who have not been managed according to their assigned status and who <4.5% 6.3-7.3% x
should have received treatment.

8. The proportion of patients treated who were prioritised using nationally recognised 95% 96-99% v

processes or tools.

Reducing cancer waiting times

National target - all patients to wait less than eight weeks between first specialist assessment and the start of radiation oncology

treatment (excluding category D).
Waikato DHB Target for 2007/08 — 95.% Actual 2007/08 - 85% Not achieved

Reducing ambulatory sensitive (avoidable) admissions

National target a decline in the rate of admissions to hospital that are avoidable or preventable by primary health care for 0-4 year

olds, those aged 45-65, and those 0-74 across all population groups.

Targets are expressed as a figure above or below the national level of 100:

Population Age Group Agreed Target Quarter 4 Achieved
Maori 0-4 Remain at or below national level 61.7 v
45-64 Remain at or below national level 102.1 x
0-74 Remain at or below national level 83.5 v
Pacific 0-4 Remain at or below national level 51.0 v
45-64 Remain at or below national level 73.3 v
0-74 Remain at or below national level 63.4 v
Other 0-4 Remain at or below national level 77.6 v
45-64 Remain at or below national level 86.6 v
0-74 Remain at or below national level 85.1 v
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Improving diabetes services
National target will be an increase in the percentage of people in all population groups.

Waikato DHB targets are for the following parameters:

Achieved

Parameter Target Actual quarter 4

e Estimated to have diabetes, accessing

Maori 48%, Pacific 70%, Other 73% Maori 37%, Pacific 67%, Other 71% x
free annual checks

¢ On the diabetes register who have good

) Maori 38%, Pacific 40%, Other 21% Maori 56%, Pacific 49%, Other 76% v
diabetes management

¢ On the diabetes register who have had

' o Maori 75%, Pacific 75%, Other 75% Maori 54%, Pacific 57%, Other 60% x
retinal screening in the past two years.

Improving mental health services
National target 100% of long term clients have up to date relapse prevention plans

Waikato DHB for 2007/08
Target Quarter 3 - 45%
Target Quarter 4 - 90%

Achieved
Not achieved

Actual Quarter 3 - 58%
Actual Quarter 4 - 88%

Improving nutrition, increase physical activity and reduce obesity

Actual Performance Achieved / Not Achieved

Waikato DHB v
Breastfeeding Plan

Targets & Measures Target(s)

Implement appropriate U
actions from the Ministry

Improving nutrition, increase o
physical activity and reduce

obesity

Approved Plan (MAP) for
2007/08.

Maintain HEHA
implementation
interagency group.
Develop communication
plan.

Nutrition fund
disseminated.

completed.

Evaluation of Waikato
Hospital breastfeeding
clinic completed.
Evaluation training
completed.

HEHA database and
reporting training
completed.

HEHA governance
structures established
HEHA Communication
plan developed.
Round One Nutrition
Fund completed.
Twelve applications
were reviewed and 5
approved, at a total of
$65,925.

Round 1 HEHA Maori
Community Action

& Projects Fund
completed. Eight
applications reviewed
and 7 approved, at a
total of $364,727.
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Targets & Measures Target(s)

Reduce the harm caused by o
tobacco

Improve collaboration for
cessation programmes
that support youth /
rangatahi cessation.

e  Continue to support
programmes that focus
on smoking cessation for
Maori.

e Maintain activities to
maximise compliance
with Smokefree
Environments Act 2003.

e Continue implementation
of Waikato DHB
Smokefree policy.

e  Maintenance of
documentation system
of hospital admission
smoking status, which
leads to an offer of
intervention for patients.

e Work with the Ministry
of Health and other key
stakeholders to develop
a Tobacco Control Plan
for Waikato DHB district.

Actual Performance

Cessation programme
delivered collaboratively
by Waikato Primary
Health (PHO) and Nga
Miro Health Clinic in 5
high need secondary
schools with high Maori
populations.

All compliance issues
and raised complaints
were actioned and
resolved.

Compliance of Waikato
DHB Smokefree policy
continues.

Data utilised to identify
smokers and offer
cessation products and
services.

Tobacco Control Plan
2008 — 2011 submitted
to Ministry of Health.

Achieved / Not Achieved
v
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