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Our Chairman and Chief Executive

Paul Harper
CHAIR

healthAlliance FPSC Limited

Clare Thompson
CHIEF EXECUTIVE

healthAlliance FPSC Limited

OUR VISION
We deliver on our promises
by being innovative and
agile. Our empowered
employees are leading
commercial excellence.
The health sector and demand for
services in New Zealand is changing
and this is impacting on our
customers. This means demand for
our services and their complexity is
also increasing.
In the past year, partly in response to
these changes in the health sector,
there have been major changes
in our business. The independent
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review of supply chain was
completed in July 2016 and made
a number of recommendations to
better leverage systems and process
to provide regional consistency in
the northern region supply chain.
National Procurement transitioned
to New Zealand Health Partnerships
(NZHPL) in May 2017 and we have
established a regional procurement
function for the northern region
District Health Boards (DHBs).
We started a transformation
programme to deliver one end to
end procurement and supply chain
service to the northern region DHBs.

By pooling procurement and supply
chain needs across the northern
region, we can make a tangible
difference by achieving economies
of scale, delivering savings,
reducing risk and improving service,
whilst meeting the customer care
expectations, clinical needs, and
commercial objectives of each DHB.
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HealthAlliance FPSC
as Aggregator

capable of delivering
modern services.

healthAlliance FPSC and the
northern region DHBs are fully
committed to supporting national
agencies and the National DHB
Procurement Strategy to deliver
national benefits.

We believe we have the right
structure in place, with dedicated
and empowered staff. As an
organisation we have been through
significant change this year and
we have made excellent progress
towards achieving our overall
objectives.

The Regional Governance Group
(RGG) endorsed healthAlliance
FPSC as Aggregator for the
region to provide coordination
for the northern region DHBs
of all commercial activity
across healthAlliance and
other procurement agencies.
healthAlliance FPSC is the
regional contact point for all
post-contract implementation
across healthAlliance FPSC, the
Ministry of Business, Innovation
and Employment (MBIE), PHARMAC
and NZHPL. This new model aims
to ensure the region is aligned with
national agency initiatives and the
National DHB Procurement Strategy
to ensure the northern region
capitalises on all opportunities.

Key staff appointments
in 2016/2017
The recruitment of the new
healthAlliance FPSC Executive
Leadership Team is a key factor
underpinning our achievements
over the past 12 months. The new
team has made excellent progress
towards embedding the new
Vision and Strategy and working
collaboratively with the DHBs to
implement the transformation
programme.
In response to the evolving
nature of the health sector and
the technological advancement
the sector is expecting, we have
developed a new organisational
structure. This structure will allow
us to operate in a more agile way
whilst ensuring we have a workforce
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Vision and Strategy
In June 2017, the healthAlliance
FPSC Board endorsed the three year
Vision and Strategy, and the Five
Strategic Goals that will measure
the success against the Vision and
Strategy. Our three year Vision and
Strategy aligns with the Northern
Region Health Plan and supports
us to deliver on our organisational
mission.

Conclusion
Our thanks go to all employees
of healthAlliance FPSC for their
continued commitment to deliver
key support services to the DHBs
in 2016/17.
We would also like to express our
gratitude to our Northern Region
DHB shareholders for their on-going
support and the healthAlliance
FPSC Board for their continued
governance and support during
2016/17.

OUR MISSION
We are a specialist
procurement and supply
chain service adding value
for our customers to support
the delivery of health care
The procurement and supply chain
transformation programme aims to
execute on the healthAlliance FPSC
Five Strategic Goals.
Our Five Strategic Goals
• Our Customers Trust Us To
Deliver On Our Promises
• Live Within Our Means
• Deliver Commercial Value
To Health
• Passionate Professionals Safe And
Engaged At Work
• Optimise Inventory Investment
The Vision and Strategy was well
received by healthAlliance FPSC
supply chain and procurement staff
across the northern region in 2017.

FPSC
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Our Board of Directors
The Independent Chair and Board of healthAlliance FPSC are appointed by
our shareholder DHBs. This report includes the consolidated Statement of Service
Performance and Financial Statements of healthAlliance FPSC.

Paul Harper
Chair, healthAlliance (FPSC) Limited from
December 2015; healthAlliance (FPSC) Limited
since incorporation. healthAlliance N.Z. Limited
from August 2011. Independent Director.

David Clarke

Rosalie Percival

Meng Cheong

healthAlliance (FPSC) Limited since
incorporation. Chair, healthAlliance
N.Z. Limited from October 2014 and
healthAlliance N.Z. Limited from 6 May
2013. Independent Director.

healthAlliance (FPSC) Limited and
healthAlliance N.Z. Limited from
September 2014.

healthAlliance (FPSC) Limited from
August 2016 and healthAlliance N.Z.
Limited from July 2016.
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Dr Andrew Brant

Ron Pearson

healthAlliance (FPSC) Limited from
September 2014.

healthAlliance (FPSC) Limited from July
2015. Ceased August 2017.
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Our Executive Leadership
Our Board-appointed Chief Executive is responsible for day-to-day operations,
supported by an Executive Leadership team who manage each of our key service areas.
The healthAlliance FPSC Executive team is comprised of:

Clare Thompson

Fiona Harnett

Greg Penfold

CEO healthAlliance (FPSC) Limited

CFO & GM Finance & Corporate

GM Procurement

Mark Botting

Fiona Nicholas

Vanessa Kennedy

GM Supply Chain

Organisational Change Manager

Communications

Reinard Cox
Strategy, Planning & Intelligence
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Our Foundations
The Government, the Ministry of Health, the Department of Internal Affairs, Treasury, and
our Northern Region DHBs expect us to provide better, smarter, and lower cost services.
About healthAlliance FPSC
healthAlliance (FPSC) Limited is a
stand-alone company established in
September 2013 as a wholly owned
subsidiary of healthAlliance N.Z.
Limited as the vehicle to deliver
national Finance, Procurement
and Supply Chain services to DHBs
and associated parties. In 2016/17
healthAlliance (FPSC) provide
National Procurement services to
all DHBs and Supply Chain services
to the Northern Region DHBs (and
other associated parties).

Status as a Crown entity
healthAlliance (FPSC) is a Crown
entity subsidiary in terms of the
Crown Entities Act 2004.

Our customers
In 2016/17 healthAlliance FPSC’s
Customers were primarily the 20
national DHBs to whom we provided
national procurement service and
the four Northern Region DHBs
and organisations within the
health sector, to whom we provide
procurement and supply chain
services.
healthAlliance (FPSC) is committed
to putting our customers at the
centre of what we do. healthAlliance
(FPSC) is continuing to evolve and
implement, in collaboration with
DHBs, the end-to-end procurement
and supply chain services that
support the region’s models of care.
Strengthening engagement with
DHB executives and management
is paramount, as is the evolution of
transparent Customer reporting.
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Information and intelligence is
integral in understanding our
Customers, gathered through
various mediums such as
Customer Satisfaction surveys
and improvement plans, and the
collaborative evolution of service
performance metrics. healthAlliance
(FPSC) is accountable for the
measurement and reporting of
Customer outcomes, development
of our Customer strategies, and
proposals for the evolution of
services to meet the needs of
our Customers. In addition,
the gathering and assessment
of Customer demands for
healthAlliance (FPSC) services will
be integral for our services to be
scaled correctly, and for end user
satisfaction to be maintained.

Our stakeholders
healthAlliance (FPSC) operates in a
large and complex eco-system.
The Minister of Health’s ‘Letter of
Expectations’ and the revised
New Zealand Health Strategy
provide the District Health Boards,
and their subsidiaries, with clear
direction on sector priorities.
healthAlliance (FPSC)'s role is to
support the DHBs to deliver on
these expectations.

Government environment including:
• Regional Governance Groups
and supporting sub
governance groups
• DHB Boards including Audit
and Finance Committees
• DHB Executive Teams & DHB
management
• New Zealand Health
Partnerships Limited
• PHARMAC
• Ministry for Business, Innovation
and Employment
• Treasury
• Ministry of Health
• Audit NZ
healthAlliance (FPSC) is continuing
to mature these relationships and
the effectiveness of governance
and decision making processes to
support the Northern Region and
health sector as a whole.

Critical to our success is the
requirement to build and maintain
strong and effective relationships
with key stakeholders and to
ensure compliance with statutory
obligations. healthAlliance (FPSC)
engages at a number of levels
within the overall health and Central
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Our Region
healthAlliance (FPSC) contributes to supporting the Northern Region DHBs’ strategic
focus on primary, secondary and community healthcare outcomes.

1.8m people

4 DHBs

Plus two support agencies

14 Hospitals
6 Emergency Departments

NORTHLAND

26,000

WAITEMATA

DHB staﬀ

AUCKLAND

86 Operating
Theatres

COUNTIES MANUKAU

3,100

Hospital beds
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18,683km2

of NZ covered

FPSC

360

Community
Health and
Dental sites
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Our Role
healthAlliance (FPSC) contributes to supporting the Northern Region DHBs’ strategic
focus on primary, secondary and community healthcare outcomes.
Our Mission

Key strategic priorities

We are a specialist procurement
and supply chain service adding
value for our customers to support
the delivery of health care.

Our key strategic priorities include:

Our vision
• We are Innovative
• We are Agile

• Delivery of Expected Benefits
(Budgetary and Non Budgetary)
• Transitioning medical device
procurement to PHARMAC under
an agreed timeline
• Enabling Northern Region residual
procurement efficiencies including
contract management

• We deliver on Promises
• Employees are Proud
• We are respected
• We always work with integrity

• Building efficiencies within Supply
Chain activities
• Integrating Procure to
Pay synergies

We build stronger relationships
with key stakeholders through
appropriate governance models;
growing our people to develop
a highly performing staff culture
and resilient leaders; and through
collaboration on the right funding
model.
We expect our service leaders to
actively maintain safe and high
performing environments. We
enable our people to be the best
that they can be in their delivery of
positive customer experiences.

• Engaging our people in future
operating models

Our five Strategic Goals
Aligned with the Northern Region Health Plan
OUR CUSTOMERS
TRUST US TO DELIVER ON
OUR PROMISES
 Regional SLA
 Advance key policies
 Process improvements
for our customers
 Reduce back orders
 Measure DIFOTIS1
 Master Data cleanse
and governance
 Customer feedback
survey

LIVE WITHIN
OUR MEANS

DELIVER
COMMERCIAL VALUE
TO HEALTH

PASSIONATE
PROFESSIONALS SAFE
AND ENGAGED AT WORK

OPTIMISE
INVENTORY
INVESTMENT

 Calculate & reduce cost
to serve

 Regional benefit
methodology

 Right people. Right
roles. Right place

 Improve returns
process

 Regional inventory
management design

 Supplier management
framework

 Career development
pathways

 Optimise Onelink

 Introduce purchasing
tolerances

 Increase ethical
and sustainable
procurement

 Health & safety
development

 Increase items on
catalogue

 Product rationalisation
 Regional procurement
scope
 Support DHB product
rationalisation

 Regional inventory
distribution policy

 Invest in the frontline

 Community support
initiatives

 KPI development

 Optimise stock rooms

 Transparent &
communicative

 Visibility of stock across
supply chain

 Align workflows with
DHB rhythm
 Staff engagement
survey

1. Done in full, on time, in specification
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Our Services
healthAlliance (FPSC) supports and enables DHBs through the provision of efficient
and effective shared service delivery in the following areas; and is working to deliver an
integrated procurement and supply chain service.
Procurement
healthAlliance (FPSC)
delivered national
procurement services to all New
Zealand DHBs up to 1 May 2017.
Following the establishment of
a Northern Region procurement
function healthAlliance (FPSC)
continues to provide procurement
support for consumables, capital
items, and services to its Northern
Region DHB shareholders and
healthAlliance N.Z. Limited, to
enable DHBs to deliver clinical
and business outcomes. Our
procurement scope includes:

• The strategic management of the
supplier or contract to ensure the
contract terms are being met.
• Day to day management of the
contract e.g. late delivery queries,
or other operational service issues.
• Implementation of existing
healthAlliance, Pharmac, Health
Partnerships Limited and MBIE
contracts by DHB to realise benefit.

Supply Chain
Supply Chain is
responsible for purchasing,
receipting and delivering goods
to the Northern Region DHBs. Our
teams ensure that items ranging
from bandages to skin grafts and
bone for surgery, are available when
and where required.
We are working with our DHB
partners to transform the supply
chain operation to deliver a fully
integrated, world class supply chain
distribution model that will meet
the future needs of the health sector
in the Northern Region.

• Setting the strategy for that
category of spend and including
any longer term planning
document.
• Planning the procurement
initiative (i.e. Requests for
Proposal) and developing
supporting documentation.
• Managing the sourcing process
from release to market to
recommendation and award.
• Secondary procurement activity.
• Reviewing the outputs from a
procurement initiative (such as
panel arrangements from the
Ministry of Business Innovation
and Employment (MBIE) and
PHARMAC) and undertaking
the analysis and making a
recommendation.
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Our People
Our People are at the heart of everything we do. Together we are moving towards an
operating model that requires us to be a more future focussed, customer-oriented and
professional shared service organisation.
People and culture plans

Health, safety and wellness Good employer

healthAlliance (FPSC) has
implemented our new operating
model and organisational structure,
and continues to evolve and
position our capability for the future.

Every member of staff plays a key
role in ensuring we have a safe and
healthy work environment.

We are investing in our leadership
and evolving disciplines and
practices to ensure we have a
workforce capable of delivering on
current and future demands. Our
People & Culture Plans are focussing
on leadership and management
development, talent and succession
planning, and our organisational
culture.

Our safe ways of working policy
is our formal commitment to our
people. We take responsibility for
maintaining a productive workplace
in every part of our organisation
by minimising the risk of accidents,
injury and exposure to health
hazards for all of our workers,
contractors, associates and the
public. We work collaboratively with
our DHB partners on sites where
our teams are based to reduce
risks for our people and DHB staff.
Compliance with this commitment
and corresponding laws are the
responsibility of all staff and
contractors acting on our behalf.

healthAlliance (FPSC) promotes
equal employment opportunities
to ensure a culture of awareness
and provide fair and equitable
opportunities for all existing
and potential employees. Our
organisation supports the rights of
all employees as a “good employer”
as defined in the Crown Entities
Act 2004, Employment Relations
Act and the Human Rights Act. We
demonstrate our support through
recruitment policies and processes,
by celebrating diversity through
key cultural events and through our
employee Wellbeing Programme.

Management is responsible for
educating, training and motivating
employees regarding health and
safety.
We measure our progress and report
to the Board on a monthly basis.
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Key Highlights and Achievements
healthAlliance (FPSC) has focussed on implementing its strategic priorities, with a
focus on delivery of procurement benefits and efficiencies in procurement processes,
building efficiencies within supply chain activities and engaging our people in future
operating models.
Procurement:
healthAlliance (FPSC) provided a national procurement service to the DHBs and its
northern region DHB shareholders, leveraging the combined volumes of the DHBs
to deliver best quality, service, technology and price in medical device consumables
and capital, commercial services and IT, and ensuring operational efficiencies in the
procurement of goods and services. Key achievements in the last year include:
• Successful delivery of a number of significant agreements, including the national
ICD/Pacemakers contract
• Transfer of national procurement activity to New Zealand Health Partnerships
and Pharmac
• Establishment of a new northern region procurement function
• Technology Procurement redesign in order to support procurement demand
within northern region DHBs and healthAlliance N.Z. Limited

Delivered
national opex
and capex
cash benefit
of $29.4m
against a
target of
$23.2m
Manage
$141m spend
on behalf of
national DHBs
Delivered 809
procurement
projects
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Supply Chain:
healthAlliance (FPSC) enables the northern region DHBs through the provision of
efficient and effective shared supply chain delivery. Key achievements in the last
year include:
• Working with our northern region DHB shareholders to implement the
recommendations of the Metro DHB Supply Chain review
• Established regional operational meetings with Onelink, focusing on
performance, relationship and improvement initiatives across the region
• Transitioned Clinical Product Coordination team into Supply Chain function
• Lost time injury frequency rate (LTIFR) reduction from peak of 35.6 (July 2016)
to 12.3 (June 2017)
• Close collaboration with Waitemata DHB on optimising transport to and from the
hospital resulting in efficiency and Health & Safety gains will deliver lessons that
can be shared across the region

Our team
manages
over 14,000
inventory lines
Our team
processed
over 390,000
inventory
purchase
orders
Our team
manages over
965 inventory
locations
Our team
delivers to
over 1,900
locations
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Statement of
Performance

Our Performance Story
Delivering on Government, Sector and Regional expectations.

Government Health Expectations
Living within our means
Value and high performance
Smart systems
Better national
contract prices

healthAlliance
FPSC

Lower prices for high
volume purchasing

DHBs' savings
and efficiency
requirements

Efficiencies for
recalled items

Standardisation
of products

Just-in-time stock

Logistics efficiencies

Reduced obsolete /
dated stock

15
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Progress to Plan
healthAlliance FPSC as an organisation, in addition to Customer benefits and service
quality, measures itself on the achievement of our Statement of Intent and Annual
Plan, which are approved by the healthAlliance FPSC Board and Shareholders.

PROCUR E ME NT

Output

Nonbudgetary
savings

Budgetary
Savings

PHARMAC
Transition

Annual Report 2016/17

Key
Performance
Indicator
Delivery of
Procurement
Savings [Nonbudgetary
benefits (also
referred to as
‘non-cashable,
‘intangible’
or ‘soft’
benefits),such
as cost increases
avoided: these
represent a
procurement
benefit but
don’t release
cash or budget
for reallocation.]
Delivery of
Procurement
Savings
[Budgetary
benefits (also
referred to
as ‘cashable’,
‘tangible’ or
‘hard’ benefits),
such as price
reductions:
these generate
cash or a budget
surplus that you
could choose to
reallocate.]

Milestones
of PHARMAC
transition met

Measure
Definition

Target

$19.1m
(National
Procurement,
first 10
months)

Predicted benefit
opportunities (nonbudgetary savings)
(original target to
be agreed with New
Zealand Health
Partnerships Limited)

Actual

$12m

$173k
(Northern
Region
Procurement,
remaining 2
months)

Comment
healthAlliance (FPSC) provide procurement services to DHBs. The
objective is to leverage the combined volumes of DHBs to ensure
the best procurement outcomes (quality, service, technology,
price) for consumables, capital items and services.
healthAlliance (FPSC) predict benefit opportunities using an
agreed benefit reporting methodology. The realisation of benefits
is managed by the individual DHBs.
In the last year, healthAlliance (FPSC) ceased providing National
Procurement Services in April 2017. As a consequence, national
procurement targets were not agreed with New Zealand Health
Partnerships Limited. Instead, the healthAlliance (FPSC) Board
agreed a regional target of $12m (for the 10 month period) in
non-budgetary savings.
The Procurement team has delivered non-budgetary savings of
$19.1m against the annual target of $12m. This commendatory
performance of 159% came as a result of higher than expected
savings yield in conjunction with exceeded expected addressable
capex spend by the Northern Region DHBs.
For the remaining two months of the year (May & June 2017)
no targets were set, however an additional $173k in savings was
delivered.

$9.8m
(National
Procurement,
first 10
months)

Predicted benefit
opportunities
(budgetary savings)
(original target to
be agreed with New
Zealand Health
Partnerships Limited)

$11.2m

$349k
(Northern
Region
Procurement,
remaining 2
months)

healthAlliance (FPSC) provide procurement services to DHBs. The
objective is to leverage the combined volumes of DHBs to ensure
the best procurement outcomes (quality, service, technology,
price) for consumables, capital items and services.
healthAlliance (FPSC) predict benefit opportunities using an
agreed benefit reporting methodology. The realisation of benefits
is managed by the individual DHBs.
In the last year, healthAlliance (FPSC) ceased providing National
Procurement Services in April 2017. As a consequence, national
procurement targets were not agreed with New Zealand Health
Partnerships Limited. Instead, the healthAlliance (FPSC) Board
agreed a regional target of $11.2m of non-budgetary savings (for
the 10 month period).
The Procurement team achieved 88% of the annual target. The
unfavourable performance was mainly impacted by the transition
of national Procurement to New Zealand Health Partnerships on
the 1st of May 2017.
For the remaining two months of the year (May & June 2017)
no targets were set, however an additional $349k in savings was
delivered.

healthAlliance (FPSC)
to deliver on 90% of its
transition milestones
(to be agreed as part of
the DHB Procurement
Strategy)

FPSC

N/A

N/A

healthAlliance (FPSC)'s National Procurement contract was
transitioned to New Zealand Health Partnerships effective 1 May
2017. The sector decided that NZHPL would lead the transition
of procurement categories from hA to PHARMAC. Consequently
there was no requirement for FPSC to support this transition.
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S UP P LY CH AI N

Output

Efficiency

Key
Performance
Indicator
Services
provided within
agreed budgets

Measure
Definition

All service levels met
within the agreed
funding envelope

Target

Actual

Development of
Service Level targets

Comment
healthAlliance (FPSC) is in the process of developing
Service Level Agreements (SLAs) and targets with the
Northern Region DHBs.

Deferred

Key reviews have been completed (including the
Northern Region Supply Chain Review) however the
development of Regional SLAs is on-going. This work is
scheduled for the upcoming year.
healthAlliance (FPSC) is looking for opportunities to
leverage systems and processes to provide efficiencies
in the supply chain and management of inventory.

Supply Chain
Performance

Done In Full
on Time In
Specification
(DIFOTIS)

Baseline established and
93.1%
increased by 1%

healthAlliance (FPSC) established a baseline of 92.1%
DIFOTIS in FY1516 and there has been an increase
in performance to 92.5% in FY1617. The overall
FY1617 DIFOTIS was made up out of Oracle Managed
Inventory (OMI) at 97.3% and iProc Inventory at
88.4%.

93.2%

healthAlliance (FPSC) has had little control in the past
over the switch from iProc to OMI. In the coming
period we have regionally agreed plans to move
hospital ordering locations from iProc to OMI. These
plans should improve the proportion of OMI orders,
therefore the DIFOT in the future.

Revenue and Expenditure by
Output Class
Revenue

Supply Chain
Procurement

Expenditure

Net Surplus / Deficit

Actual

Sol

Actual

Sol

Actual

Sol

$000

$000

$000

$000

$000

$000

0
12,262

8,377
10,708

0
10,159

8,377
10,708

0
2,103

0
0

12,262

19,085

10,159

19,085

2,103

0

- The Statement of Intent was aligned with the internal management reporting of the two healthAlliance group
companies.Northern Region Procurement, Supply Chain and Logistics functions were reported against the
subsidiary, healthAlliance (FPSC) Limited. The actuals are reported against the parent, which was the employer of
those staff and who received the funding to provide this service.						
- During the year, the National Procurement function that was the company's main revenue stream returned to NZ
Health Partnerships. As a result of this, certain settlements were paid to the company resulting in a higher than
budget revenue, with some offsetting costs.					
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healthAlliance
FPSC
FINANCIAL
STATEMENTS

Statement of Comprehensive
Revenue and Expenses
For the year ended 30 June 2017

Income
Revenue
Other income
Finance income
Total Income
Expenditure
Employee benefit costs
Depreciation and
amortisation
Other expenses
Finance costs
Total Expenditure
Surplus/ (Deficit)

Actual
2017
$000

Budget
2017
$000

Actual
2016
$000

12,242
18
2
12,262

18,362
723
0
19,085

12,809
88
2
12,899

4

4,975

14,538

5,507

6

368

470

448

3

4,786
30
10,159
2,103

4,077
0
19,085
0

7,013
56
13,024
(125)

0

0

0

2,103

0

(125)

Notes
1
2
5a

5b

Other Comprehensive
Revenue and Expenses
TOTAL COMPREHENSIVE
REVENUE AND EXPENSES

The accompanying notes form part of these financial statements.
Explanations of major variances against budget are provided in note 24.
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Statement of Financial Position
As at 30 June 2017

Assets
Current Assets
Cash and cash equivalents
Debtors and other receivables
Non-current assets
held for sale

Actual
2017
$000

Budget
2017
$000

Actual
2016
$000

8

825
1,559

169
70

15
92

9

2,395

0

0

4,779

239

107

0

2,314

2,763

0
4,779

2,314
2,553

2,763
2,870

2,519
220
0
0
2,739

670
0
1,890
0
2,560

678
502
250
975
2,405

120
0
120
2,859
1,920

180
0
180
2,740
(187)

189
459
648
3,053
(183)

0
1,920
1,920

0
(187)
(187)

0
(183)
(183)

Notes
7

Total Current Assets
Non-Current Assets
Property, plant,
and equipment

10

Total Non-Current Assets
Total Assets
Liabilities
Current Liabilities
Creditors and other payables
Employee entitlements
Lease incentives received
Borrowings
Total Current Liabilities
Lease incentives
Non-current liabilities
Employee entitlements
Lease incentives received
Total Non-Current Liabilities
Total Liabilities
Net Assets
Equity
Shareholders’ equity
Retained earnings
Total Equity

11
12
13
14

12
13

The accompanying notes form part of these financial statements.
Explanations of major variances against budget are provided in note 24.
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Statement of Changes in Equity
For the year ended 30 June 2017

Contributed
Equity
$000

Retained
Earnings
$000

Total
$000

0
0
0

(58)
(125)
0

(58)
(125)
0

Notes

Equity at 1st July 2015
Surplus/(deficit)
Equity Issued but not called
Other Comprehensive Income
and Expenses

15

0

0

0

Equity at 30th June 2016

15

0

(183)

(183)

15

0
0
0

(183)
2,103
0

(183)
2,103
0

Other Comprehensive Income
and Expenses

15

0

0

0

Equity at 30th June 2017

15

0

1,920

1,920

Equity at 1st July 2016
Surplus/(deficit)
Equity Issued but not called

The accompanying notes form part of these financial statements.
Explanations of major variances against budget are provided in note 24.
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Statement of Cash Flows
For the year ended 30 June 2017

Cash flows from Operating Activities
Cash receipts from services
Other receipts
Cash paid to employees and suppliers
Cash generated from operations
Interest received
Interest paid
Goods and services tax (net)
Net Cash Flow from Operating Activities

Budget
2017
$000

Actual
2016
$000

10,096
0
(8,176)
1,920
2
(30)
(107)
1,785

18,297
723
(18,119)
901
0
(65)
0
836

11,529
0
(10,877)
652
3
(56)
124
723

0
(975)
(975)

0
(697)
(697)

0
(648)
(648)

810
15
825

139
30
169

75
(60)
15

Notes

6

Cash flows from Financing Activities
Shareholder Capital Funding
Repayment of loans
Net Cash Flow from/(used in) Financing Activities
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

Actual
2017
$000

7

The accompanying notes form part of these financial statements.
Explanations of major variances against budget are provided in note 24.
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Statement of Accounting Policies
Reporting Entity
healthAlliance (FPSC) Limited (healthAlliance) is a company wholly owned by healthAlliance N.Z. Limited, which
is itself owned by the Northland, Waitemata, Auckland and Counties Manukau District Health Boards, themselves
established by the New Zealand Public Health and Disability Act 2000. healthAlliance’s ultimate parent is the New
Zealand Crown. healthAlliance is a crown entity in terms of the Crown Entities Act 2004, domiciled in New Zealand.
healthAlliance is a public benefit entity, as defined for financial reporting purposes. healthAlliance is incorporated
under the Companies Act 1993.
healthAlliance’s activities involve delivering Procurement-related services to health sector customers.
healthAlliance was incorporated on the 26th of September 2013.
The financial statements were authorised for issue by the Board on the date the Statement of Responsibility was
signed.

Basis of Preparation
The financial statements have been prepared on a going concern basis, and the accounting policies have been
applied consistently throughout the period.
Statement of Compliance
The financial statements have been prepared in accordance with the requirements of the Crown Entities Act 2004
and the Financial Reporting Act 1993 which include the requirement to comply with generally accepted accounting
practice in New Zealand (NZ GAAP).
The financial statements have been prepared in accordance with Tier 1 Public Benefit Entity accounting standards.
These financial statements comply with Public Sector PBE accounting standards.
Functional and Presentation Currency
The financial statements are presented in New Zealand Dollars (NZD), rounded to the nearest thousand dollars
($000). The functional currency of healthAlliance is NZD.

Standards, Amendments and Interpretations
NZ IFRS standards, amendments and interpretations issued but not yet effective that have not been early adopted
and which are relevant to healthAlliance are:
• In January 2017, the XRB issued PBE IFRS 9 Financial Instruments. PBE IFRS 9 replaces PBE IPSAS 29 Financial
Instruments: Recognition and Measurement. PBE IFRS 9 is effective for annual periods beginning on or after 1
January 2021, with early application permitted. The main changes affecting healthAlliance are :
		
		

- New financial asset classifications requirements for determining whether an asset is measured at fair value
or amortised cost.

		
		

- A new impairment model for financial assets based on expected losses, which may result in the earlier
recognition of impairments losses.

healthAlliance plans to apply this standard in preparing its 30 June 2022 financial statements. healthAlliance has
not yet assessed the effects of this new standard.

Annual Report 2016/17

FPSC

24

Significant Accounting Policies
Foreign Currency Transactions
Transactions in foreign currencies are translated into NZD at the foreign exchange rate ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies at balance date are translated
into NZD at the foreign exchange rate ruling at that date. Foreign exchange differences arising on translation are
recognised in the surplus or deficit. 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.
Budget Figures
The budget figures presented in the financial statements comprise the healthAlliance figures that were approved
by the Board and included in the company's Statement of Intent. The budget figures have been prepared on a basis
consistent with the accounting policies adopted by healthAlliance Group for the preparation of these financial
statements.
Financial Assets
CASH AND CASH EQUIVALENTS
Cash and cash equivalents includes cash on hand 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
healthAlliances cash management are included as a component of cash and cash equivalents for the purpose of the
statement of cash flows.
DEBTORS AND OTHER RECEIVABLES
Short term receivables are recorded at their face value, less any provision for impairment.
A receivable is considered impaired when there is evidence that healthAlliance will not be able to collect the
amount due. The amount of the impairment is the difference between the carrying amount of the receivable and
the present value of the amounts expected to be collected.
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.
All overdue receivables are assessed for impairment on an on-going basis and appropriate provisions applied to
individual invoices; taking into account age of the debt and payment histories of the debtor. Individual debts that
are known to be uncollectible are written off when identified. An impairment provision equal to the receivable
carrying amount is recognised when there is evidence that healthAlliance has exhausted all reasonable prospects of
collecting the receivable.
Other Current Assets
NON-CURRENT ASSETS HELD FOR SALE
A non-current asset is classified as held for sale if its carrying amount will be recovered through sale rather than
continuing use. The asset is measured at the lower of its carrying amount or fair value less costs to sell.
Write-downs of the asset are recognised in the surplus or deficit. Any increase in fair values (less costs to sell) are
recognised in the surplus or deficit up to the level of any impairment losses that have previously been recognised.
A non-current asset is not depreciated or amortised while classified as held for sale.
Financial Liabilities
BORROWINGS
Borrowings are initially recognised at their fair value plus transaction costs. After initial recognition, all borrowings
are measured at amortised cost using the effective interest method.
Borrowings are classified as current liabilities unless healthAlliance or the group has an unconditional right to defer
settlement of the liability for at least 12 months after balance date.
CREDITORS AND OTHER PAYABLES
Creditors and other payables are initially measured at fair value and subsequently stated at amortised cost using the
effective interest rate.

25

FPSC Annual Report 2016/17

Property, Plant and Equipment
CLASSES OF PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment consist of the following asset classes:
•
•
•
•

Leasehold Improvements
Plant & Equipment
Vehicles
IT Equipment

OWNED ASSETS
Property, plant and equipment are stated at cost, less accumulated depreciation. 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.
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.
ADDITIONS OF PROPERTY, PLANT AND EQUIPMENT
The cost of an item of property, plant and equipment is recognised as an asset if, and only if, it is probable that
future economic benefits or service potential will flow to the group and the cost can be measured reliably.
Work in progress is recognised at cost less impairment, and is not depreciated.
DISPOSALS OF PROPERTY, PLANT AND EQUIPMENT
Where an item of plant and equipment is disposed of, the gain or loss recognised in the surplus or deficit is
calculated as the difference between the net sales price and the carrying amount of the asset.
DEPRECIATION
Depreciation is recognised in the surplus or deficit using the straight line method.
Depreciation is set at rates that will write off the cost of the assets, less their estimated residual values, over their
useful lives. These rates are reviewed annually. The estimated useful lives of major classes of assets and resulting
rates are as follows:
CLASS OF ASSET

ESTIMATED LIFE

DEPRECIATION RATE

Leasehold Improvements

3 to 10 years

10 to 33%

Plant & Equipment

5 to 20 years

5 to 20%

The residual value and useful life of an asset are reviewed, and adjusted if applicable, at each financial year end.
The total cost of a project is transferred to the appropriate class of asset on its completion and then depreciated.
Leasehold improvements are depreciated over the unexpired period of the lease or the estimated remaining useful
lives of the improvements, whichever is the shorter.
SUBSEQUENT COSTS
Costs incurred subsequent to initial acquisition are capitalised only when it is probable that future economic
benefits or service potential associated with the item will flow to healthAlliance and the cost of the item can be
measured reliably.
The costs of day-to-day servicing of property, plant, and equipment are recognised in the surplus or deficit as they
are incurred.
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Leases
FINANCE LEASES
A finance lease is a lease that transfers to the lessee substantially all the risks and rewards incidental to ownership of
an asset, whether or not title is eventually transferred.
At the commencement of the lease term, finance leases where healthAlliance is the lessee, are recognised as assets
and liabilities in the statement of financial position at the lower of the fair value of the leased item or the present
value of the minimum lease payments.
The finance charge is charged to the surplus or deficit over the lease period so as to produce a constant periodic rate
of interest on the remaining balance of the liability.
The amount recognised as an asset is depreciated over its useful life. If there is no reasonable certainty as to whether
healthAlliance will obtain ownership at the end of the lease term, the asset is fully depreciated over the shorter of
the lease term and its useful life.
OPERATING LEASES
An operating lease is a lease that does not transfer substantially all the risks and rewards incidental to ownership of
an asset to the lessee.
Lease payments under an operating lease are recognised as an expense on a straight-line basis over the lease term.
Lease incentives received are recognised in the surplus or deficit as a reduction of rental expense over the lease term.
Impairment of Property, Plant and Equipment and Intangible Assets
healthAlliance does not hold any cash-generating assets. Assets are considered cash-generating where their
primary objective is to generate a commercial return.
IMPAIRMENT
The carrying amounts of healthAlliance’s assets 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 surplus or deficit.
The reversal of an impairment loss is recognised in the surplus or deficit.
REVERSALS OF IMPAIRMENT
Impairment losses are reversed when there is a change in the estimates used to determine the recoverable amount.
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.
Employee Entitlements
Obligations for contributions to defined contribution plans are recognised as an expense in the surplus or deficit as
incurred.
SHORT TERM EMPLOYEE ENTITLEMENTS
Employee benefits that are due to be settled within 12 months after the end of the period in which the employee
renders the related service are measured at nominal values based on accrued entitlements at current rates of pay.
These include salaries and wages accrued up to balance date, annual leave earned up to but not yet taken at
balance date, sick leave, long service leave and retirement gratuities.
A liability for sick leave is recognised to the extent that absences in the coming year are expected to be greater than
the sick leave entitlements earned in the coming year. The amount is calculated based on the unused sick leave
entitlement that can be carried forward at balance date, to the extent that it will be used by staff to cover those
future absences.
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LONG TERM EMPLOYEE ENTITLEMENTS
Employee benefits that are due to be settled beyond 12 months after the end of the period in which the employee
renders the related service, such as long service leave and retirement gratuities, have been calculated on an
actuarial basis. The calculations are based on:
• likely future entitlements accruing to staff based on years of service, years to entitlement and
• the likelihood that staff will reach the point of entitlement and contractual entitlement information; and
• the present value of the estimated future cash flows.
Provisions
A provision is recognised for future expenditure of uncertain amount or timing when there is a present obligation
(either legal or constructive) as a result of a past event, it is probable that an outflow of future economic benefits will
be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.
RESTRUCTURING
Provisions for restructuring are recognised when healthAlliance has approved a detailed and formal restructuring
plan and the restructure has been publicly announced or commenced. Future operating costs are not provided for.
ACC Partnership Programme
healthAlliance belongs to the ACC Accredited Employers Programme (the “Full Self Cover Plan”) whereby
healthAlliance accepts the management and financial responsibility for employee work-related illnesses and
accidents. Under the programme, healthAlliance is liable for all claim costs for a period of two years after the end of
the cover period in which the injury occurred. At the end of the two-year period, healthAlliance pays a premium to
ACC for the value of residual claims, and from that point the liability for ongoing claims passes to ACC.
The liability for the ACC Partnership Programme is measured using actuarial techniques at the present value of
expected future payments to be made in respect of employee injuries and claims that occurred up to balance date.
Consideration is given to anticipated future wage and salary levels and experience of employee claims and injuries.
Expected future payments are discounted using market yields on New Zealand Government bonds at balance date
with terms to maturity that match, as closely as possible, the estimated future cash outflows.
Superannuation Schemes
DEFINED CONTRIBUTION SCHEMES
Employer contributions to KiwiSaver are accounted for as relating to defined contribution schemes and are
recognised as an expense in the surplus or deficit as incurred.
DEFINED BENEFIT SCHEMES
Employer contributions to KiwiSaver are accounted for as defined contribution schemes and are recognised as an
expense in the surplus or deficit as incurred.
Income Tax
healthAlliance is exempt from income tax under section CW38 of the Income Tax Act 2007.
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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.
The net amount of GST recoverable from, or payable to, the Inland Revenue Department (IRD) is included as part of
receivables or payables in the statement of financial position.
The net GST paid to, or received from the IRD, including the GST relating to investing and financing activities, is
classified as a net operating cash flow in the statement of cash flows.
Commitments and contingencies are disclosed exclusive of GST.
Revenue
SERVICES RENDERED
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 healthAlliance and that payment can be measured or
estimated reliably, and to the extent that any obligations and all conditions have been satisfied by healthAlliance.
All services are provided on commercial terms and are considered to be exchange transactions.
INTEREST
Interest received and receivable on funds invested is recognised as interest accrues using the effective interest
method, allocating the interest income over the relevant period.
Expenses
BORROWING COSTS
Borrowing costs are recognised as an expense in the financial year in which they are incurred.
Equity
Equity is measured as the difference between total assets and total liabilities. Equity is disaggregated and classified
into the following components:
• Accumulated Surpluses; and
• Shares Issued
Critical Accounting Estimates and Assumptions
In preparing these financial statements, healthAlliance has made estimates and assumptions concerning the future.
These estimates and assumptions may differ from the subsequent actual results. Estimates and assumptions are
continually evaluated and are based on historical experiences and other factors, including expectations of future
events that are believed to be reasonable under the circumstances. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year are mainly related to the lease make good provision where an estimate has been made of the future
“make good” costs. (Refer to Note 12 for further information).
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RETIREMENT AND LONG SERVICE LEAVE
Note 12 provides an analysis of the exposure in relation to estimates and uncertainties surrounding retirement and
long service leave liabilities.
The present value of retirement and long service leave obligations depend on a number of factors that are
determined on an actuarial basis. The two key assumptions used in calculating this liability include the discount
rate and the salary inflation factor. Any changes in these assumptions will affect the carrying amount of the liability.
Expected future payments are discounted using forward discount rates derived from the yield curve of New Zealand
Government bonds. The discount rates used have maturities that match, as closely as possible, the estimated future
cash outflows. The salary inflation factor has been determined after considering historical salary inflation patterns
and after obtaining advice from an independent actuary. The discount rates used this year range from 1.87% for the
first projection year to 4.75% from the 31st projection year (2016: 2.04 – 5.50%). Salary inflation has been valued at
2% (2016: 1%).
ESTIMATING USEFUL LIVES OF PLANT AND EQUIPMENT AND IT HARDWARE ASSETS
At each balance date, the useful lives and residual values (if any) of the leasehold building improvements and
plant and equipment are reviewed. Assessing the appropriateness of the useful lives and residual values requires a
number of factors to be considered such as the physical condition of the assets, expected period of use of the asset
by healthAlliance and potential disposal proceeds from future sale of the asset.
healthAlliance is selling the leasehold improvements and associated plant and equipment to its parent company
healthAlliance NZ Limited on the 1st July 2017 at the book value as reported in these accounts.
Critical Judgements in Applying Accounting Policies
Management discussed with the Board the development, selection and disclosure of healthAlliance’s critical
accounting policies and estimates and the application of these policies and estimates. The following critical
judgements have been exercised in applying accounting policies:
CLASSIFICATION OF LEASES
Determining whether a lease agreement is a finance or an operating lease requires judgement as to whether the
agreement transfers substantially all the risks and rewards of ownership to healthAlliance.
Judgement is required on various aspects that include, but are not limited to, the fair value of the leased asset, the
economic life of the leased asset, whether or not to include renewal options in the lease term, and determining
an appropriate discount rate to calculate the present value of the minimum lease payments. Classification as a
finance lease means the asset is recognised in the statement of financial position as property, plant, and equipment,
whereas for an operating lease no such asset is recognised.
healthAlliance entered into several historical leases which are combined leases of land and buildings. It was not
possible to obtain a reliable estimate of the split of the fair values of the lease interest between land and buildings
at inception of the lease. Therefore, in determining lease classification healthAlliance evaluated whether both parts
are clearly operating leases or finance leases. Firstly, land title does not pass. Secondly, because the rent paid to the
landlord for the building is increased to market rent at regular intervals, and healthAlliance does not participate in
the residual value of the building it is judged that substantially all the risks and rewards of the building are with the
landlord. Based on these qualitative factors it is concluded that the leases are operating leases.
COMPARATIVE FIGURES
Comparative information has been reclassified as appropriate to achieve consistency in disclosure with the
current year.
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Statement of Service Performance
Cost of Service
The cost of service statements, as reported in the statement of service performance, report the net cost of services
for the outputs of healthAlliance and are represented by the cost of providing the output less all the revenue that
can be allocated to these activities.
Cost Allocation
healthAlliance 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 apportioned based on a
proportion of total expenditure.
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Notes to the Financial Statements
1. Revenue
Actual
2017
$000

Actual
2016
$000

11,479
763
12,242

11,370
1,439
12,809

Actual
2017
$000

Actual
2016
$000

18
18

88
88

Actual
2017
$000

Actual
2016
$000

2,231

2,972

53

264

0

1

27

82

Infrastructure and non-clinical expenses

1,045

1,298

Other expenses

1,059

1,064

8

18

20

0

294

1,252

49

62

4,786

7,013

Professional services to health sector entities
Other services to related parties

2. Other Income

Other

3. Other Expenses

Outsourced personnel
Software licences
Computer hardware maintenance
Telecommunications

Audit fees (for the audit of the 2016 financial
statements)
Audit fees (for the audit of the 2017 financial
statements)
Property leases
Board members' fees
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4. Employee Benefit Costs

Wages and salaries
Contributions to defined contribution plans
Increase/(decrease) in employee benefit provisions

Actual
2017
$000

Actual
2016
$000

4,939
107
(71)
4,975

5,356
135
16
5,507

Actual
2017
$000

Actual
2016
$000

2
2

2
2

5. Finance

a. Finance Income
Interest received

b. Finance Costs
Interest expense

30
30

56
56

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

Surplus for the period
Add back non cash items
Depreciation and amortisation
Movements in working capital
(Increase)/decrease in trade and other receivables
Increase/(decrease) in trade and other payables
Increase/(decrease) in employee entitlements
Increase/(decrease) in provisions
Increase/(decrease) in lease incentives
Net movement in working capital
Net cash inflow/(outflow) from operating activities
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Actual
2017
$000

Actual
2016
$000

2,103

(125)

368

448

(1,467)
1,841
(351)
0
(709)
(686)
1,785

535
(222)
(163)
0
250
400
723
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7. Cash and cash equivalents

Demand funds with NZ Health Partnerships
Call deposits with maturities less than 3 months
Cash and cash equivalents
Facility overdrafts
Cash and cash equivalents in the statement
of cash flows

Actual
2017
$000

Actual
2016
$000

825
0
825
0

15
0
15
0

825

15

The carrying value of cash at bank and term deposits with maturities less than three months approximates their fair value.
healthAlliance is a party to the "DHB Treasury Services Agreement" between NZ Health Partnerships (NZHP) (formerly Health
Benefits Limited (HBL)) and participating health sector entities, joining on the 8th January 2015. This agreement enables NZHP to
sweep bank accounts and invest surplus funds for the collective benefit.					
				

8. Debtors and other receivables

Trade receivables
Other receivables
Prepayments

Actual
2017
$000

Actual
2016
$000

855
704
0
1,559

22
14
56
92

The carrying value of debtors and other receivables approximates their fair value.				
The ageing profile of receivables at year end is detailed over page:		

Gross Impairment
Receivable
2017
2017
$000
$000

Not past due
Past due 0-30 days
Past due 31-90 days
Past due more than 91 days
Total

1,508
7
44
0
1,559

0
0
0
0
0

Gross Impairment
Receivable
2016
2016
$000
$000

35
0
1
0
36

0
0
0
0
0

All receivables greater than 30 days in age are considered to be past due.						
Provision for impairment is calculated based on a review of significant debtor balances and a collective assessment of all debtors
(other than those determined to be individually impaired) for impairment. The collective impairment assessment is based on an
analysis of past collection history and write-offs.
None of the debtors as at 30 June 2017 are considered to be non-collectible and as a result no impairment value has been
recognised (2016: $0)						
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9. Non-Current assets held for sale

Leasehold improvements
Plant and equipment

Actual
2017
$000

Actual
2016
$000

1,547
848
2,395

0
0
0

healthAlliance owns leasehold improvements and plant and equipment at its office in Penrose. The Board of the company has
agreed that these assets will be sold at net book value to parent company healthAlliance NZ Limited effective 1 July 2017.		

10. Property, Plant and Equipment
Leasehold
Improvements
$000

Plant &
Equipment
$000

Vehicles
$000

IT
Equipment
$000

Work in
Progress
$000

Cost
Balance at 1 July 2015
Additions
Balance at 30 June 2016

2,332
0
2,332

Balance at 1 July 2016
Additions
Transfer to held for sale
Balance at 30 June 2017

$000

1,460
0
1,460

0
0
0

0
0
0

0
0
0

3,792
0
3,792

2,332
0
(2,332)
0

1,460
0
(1,460)
0

0
0
0
0

0
0
0
0

0
0
0
0

3,792
0
(3,792)
0

Depreciation and
impairment losses
Balance at 1 July 2015
Depreciation charge for the year
Balance at 30 June 2016

361
252
613

220
196
416

0
0
0

0
0
0

0
0
0

581
448
1,029

Balance at 1 July 2016
Depreciation charge for the year
Transfer to held for sale
Balance at 30 June 2017

613
172
(785)
0

416
196
(612)
0

0
0
0
0

0
0
0
0

0
0
0
0

1,029
368
(1,397)
0

Carrying amounts
At 30 June 2016
At 30 June 2017

1,719
0

1,044
0

0
0

0
0

0
0

2,763
0
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11. Creditors and other payables

Trade payables
Other payables
ACC levy payable
GST and PAYE payable

Actual
2017
$000

Actual
2016
$000

57
2,285
30
148
2,519

164
256
44
214
678

Creditors and other payables are non-interest bearing and are normally settled on 30-day terms. Therefore, the carrying value of
creditors and other payables approximates their fair value.						

12. Employee Entitlements

Current Liabilities
Liability for long service leave
Liability for retirement gratuities
Liability for annual leave
Liability for sick leave
Salary and wages accrual
Non-current Liabilities
Liability for long service leave
Liability for retirement gratuities
Liability for other employee entitlements
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Actual
2017
$000

Actual
2016
$000

3
2
165
0
50
220

6
0
419
1
76
502

40
78
2
120

80
99
10
189
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13. Lease incentives

Current Liabilities
Lease incentives received
Non-current Liabilities
Lease incentives received

Actual
2017
$000

Actual
2016
$000

0
0

250
250

0
0

459
459

The company received lease incentives on moving in to premises in Penrose during 2014. By agreement between the company,
parent company healthAlliance NZ Limited and the lessor, Goodman Properties, the lease was transferred to the parent in the
current year and the outstanding value of the incentives was transferred in that arrangement.

14. Borrowings

Current Portion
Term Loan

Actual
2017
$000

Actual
2016
$000

0
0

975
975

healthAlliance (FPSC) Ltd entered into a 'multi option credit facility' with Westpac NZ. Under the agreement with Westpac NZ,
the facility is reduced by $250,000 per quarter. As at 30 June 2017 the facility limit was $2,000,000 (2016: $2,750,000) and $0
(2016: $975,000) had been drawn down. The facility was renegotiated in this year and now expires on 30 April 2018.		
									
The fair value of Westpac loan borrowings is $0 (2016 $975,000). Fair value has been determined based on market borrowing
rates at balance date of 3.6% (2016 3.60%) and the total cost to repay the debt as at balance date. The borrowings are on call.		
					

15. Shareholders Equity

The shares are held by the shareholder, healthAllliance N.Z. Limited. The shares are of $1 each and confer rights to appoint directors,
to distributions of capital or income and voting rights.								

Issued but uncalled
100 shares

Actual
2017
$000

Actual
2016
$000

0

0

						

Capital Management						
healthAlliance's capital is its equity, which comprises accumulated funds and revaluation reserves. Equity is represented by its
net assets.
healthAlliance is subject to the financial management and accountability provisions of the Crown Entities Act 2004, which impose restrictions in relation to borrowings, acquisition of securities, issuing guarantees and indemnities and the use of derivatives.
healthAlliance has complied with the financial management requirements of the Crown Entities Act 2004 during the year.
healthAlliance manages its equity as a by-product of prudently managing revenues, expenses, assets, liabilities, investments and
general financial dealings to ensure that healthAlliance effectively achieves its objectives and purposes while remaining a going
concern.		
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16. Commitments
Actual
2017
$000

Actual
2016
$000

0

0

61
51
0
112

115
119
0
234

Non-lease commitments
Capital commitments
Non-cancellable - operating lease commitments
Not more than one year
Later than one year and not more than five years
Later than five years

17. Financial Instruments Financial instrument categories
2017 Actual
Loans and
Receivables
Notes

$000

Financial
liabilities at
amortised cost
$000

9
8

1,559
825

0
0

Creditor and other payables (excl.
Taxes and Income in Advance)

10

0

(2,372)

Borrowings

13

0
2,384

0
(2,372)

Loans and
Receivables
$000

Financial
liabilities at
amortised cost
$000

8

36
15

0
0

Creditor and other payables (excl.
Taxes and Income in Advance)

10

0

(464)

Borrowings

13

0
51

(975)
(1,439)

Debtor and other receivables
Cash and cash equivalents

2016 Actual

Notes

Debtor and other receivables
Cash and cash equivalents
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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.											

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 with a remaining life of less than one year, the notional amount is deemed to reflect the fair value. All
other receivables / payables are discounted to determine the fair value.					

Other Receivables						

Other receivables include accrued revenue. The majority of these receivables are with other Crown owned entities and are
assessed to be low risk and high quality due to their ownership and funding.					

Financial investment risks						

Exposure to credit, interest rate and currency risks arise in the normal course of healthAlliance (FPSC) Ltd's operations.

Credit Risk						

Financial instruments, which potentially subject healthAlliance (FPSC) Ltd to concentrations of risk, consist principally of cash,
short term deposits and accounts receivable.							
healthAlliance (FPSC) Ltd is a party to the "DHB Treasury Services Agreement" between NZ Health Partnerships (formerly Health
Benefits Limited), all New Zealand District Health Boards as well as other approved Crown owned health sector entities. This
agreement enables NZ Health Partnerships to "sweep" the participanting entities bank accounts overnight and invest surplus
funds on their behalf with registered banks that have a Standard and Poor's credit rating of at least A+.			
Concentrations of credit risk from accounts receivable are limited due to the number and nature of the customers. The major
customer is a crown entity and therefore assessed to be a low risk and high quality entity due to its funding coming from District
Health Boards, themselves the government's funded providers of health and disability support services.
The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to Standard and Poor’s
credit ratings (if available) or to historical information about counterparty default rates.					

Counterparties without Credit Ratings
Debtors and other receivables
Existing counterparties with no defaults in the past

39

Actual
2017
$000

Actual
2016
$000

1,559
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Liquidity risk

Liquidity risk represents healthAlliance (FPSC) Ltd's ability to meet its contractual obligations. The company evaluates its liquidity
requirements on an ongoing basis. In general, the company 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 the principal portion of all financial liabilities which have a negative
fair value or that are settled on a gross cash flow basis.						
					

Statement Contractual
of Financial
Cash Flow
Position
$000
$000

2017
Trade and other payables
Borrowing

2016
Trade and other payables
Borrowing

6 mths
or less

6-12
mths

1-2
years

2-5
years

More than 5
years

$000

$000

$000

$000

$000

2,372
0
2,372

(2,372)
0
(2,372)

(2,372)
0
(2,372)

0

0

0

0

464
975
1,439

(464)
(975)
(1,439)

(464)
(975)
(1,439)

0

0

0

0

Effective interest rates and repricing analysis						

In respect of interest-earning financial assets and interest-bearing financial liabilities, all investments and loans are on call and
pricing is based on current day bank rates.										
							

Cash flow interest rate risk						

Cash flow interest rate risk is the risk that the cash flows from a financial instrument will fluctuate because of changes in market
interest rates. healthAlliance (FPSC) Ltd’s exposure to cash flow interest rate risk is limited to on-call deposits. This exposure is
not considered significant and is not actively managed.									
					

Sensitivity analysis						

As at 30 June 2017, if floating interest rates had been 100 basis points higher/lower, with all other variables held constant, the
surplus for the year would have been $8,222 lower/higher (2016 $13,061) on the floating rate borrowings.				
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18. Key Management Personnel

Key management personnel include all board members, the Chief Executive, and members of the healthAlliance (FPSC) Ltd
Executive Team.
Due to the difficulty in determining the full-time equivalent for Board members, the full-time equivalent figure is taken as the
count of Board members.						

(a) Executive Leadership Team
Total value of benefits

Actual
2017
$000

Actual
2016
$000

481
481

288
288

2017: 1 member of the Group Executive Team was paid by healthAlliance (FPSC) Limited (2016:
1 members). The current year expenditure includes a severance package to the former CEO.

(b) Board Member's Remuneration
Paul Harper (Chair)
David Clarke
Anthony Norman (resigned 1 July 2016)
Rosalie Percival
Andrew Brant
Ronald Pearson
Meng Cheong (from 23 August 2016)

32,472
16,236
0
0
0
0
0
48,708

25,160
23,322
16,161
0
0
0
0
64,643

2017: 6 Board members (2016: 7 members).
Board Members Rosalie Percival, Andrew Brant, Ronald Pearson and Meng Cheong are executives of Auckland DHB, Waitemata
DHB, Counties Manukau DHB and Northland DHB respectively. They are not paid to act as Board members nor are their
employing DHB's reimbursed for their costs when acting as Board members.
healthAlliance (FPSC) Ltd has effected Directors’ and Officers’ Liability and Professional Indemnity insurance cover during the
financial year in respect of the liability or costs of Board members and employees.
No Board members received compensation or other benefits in relation to cessation (2016 $nil).

19. Transactions with Related Parties
healthAlliance (FPSC) Ltd is an entity wholly owned by other, wholly-owned Crown entities.
Related party disclosures have not been made for transactions with related parties that are within a normal supplier or client/
recipient relationship on terms and conditions no more or less favourable than those it is reasonable to expect healthAlliance
(FPSC) Ltd to have adopted in dealing with the counter-party at arm's length in the same circumstances. Further, transactions
with other governmnt agencies (for example, other district health boards, Government departments or other Crown agencies)
are not disclosed as related party transactions when they are consistent with the normal operating arrangements between
government agencies and undertaken on the normal terms and conditions for such transactions.
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20. Employee Remuneration
Remuneration Range

2017

$100,000 - $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
$220,001 - $230,000
$280,001 - $290,000
$320,001 - $330,000

3
3
5
1
0
1
1
2
0
1
1
1
0
1

2016

1
1
1
3
3
3
0
0
0
2
0
0
1
1

Cessation or termination payments or compensation to those that ceased employment during the year were paid in the year to
18 staff $627,618 (2016: 1 payment, $84,333)									

21. Contingent Liabilities
healthAlliance (FPSC) Ltd had a contingent liability relating to a bank guarantee issued by Westpac New Zealand Ltd in favour of
Goodman Nominees for the future lease payments on its premises in Penrose, Auckland. This ended in the current year when
parent company healthAlliance NZ Limited became the head leaseholder and the liability transferred to it (2016: $1,428,592).		
				

22. Contingent Assets
healthAlliance (FPSC) Ltd has no known potential contingent assets as at 30 June 2017 (2016: $nil).
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23. Subsequent Events
By resolution of the Boards of both the healthAlliance group of companies, on the 1st of July 2017 the following intercompany
transactions occurred :						
- the assets and liabilities, including service contracts with customers and the employed staff engaged in the Northern Region
Procurement and Supply Chain services, were transferred from parent company healthAlliance NZ Limited to subsidiary
company healthAlliance (FPSC) Limited.						
- the leasehold building improvements and furniture and other equipment of subsidiary company healthAlliance (FPSC) Limited
was transferred at book value to parent company healthAlliance NZ Limited.						
				
The major movements between the two companies are as follows :							
Leasehold improvements, furniture and fittings from subsidiary to parent, at net book value, $2,394,911			
Motor vehicles and other equipment from parent to subsidiary, at net book value, $203,517				
Annual leave and days in lieu balances owed to employees from parent to subsidiary, $678,295
Employee entitlements to gratuities, long service and sick leave from parent to subsidiary, $766,000				
					

24. Explanation of Budget Variances
Revenue						
The SoI budget included the Procurement and Supply Chain functions that are reported under parent company healthAlliance NZ
Limited; the budget revenue for these functions for the year was $10.3m. During the year, the National Procurement contract
was terminated on the 1st of May, this termination included a bulk payment in compensation. These two significant events
account for the variance to budget.								
Expenditure						

The SoI budget included the Procurement and Supply Chain functions that are reported under parent company healthAlliance
NZ Limited; the budget expenditure for these functions for the year was $10.3m. During the year, the National Procurement
contract was terminated on the 1st of May, this termination incurred compensating payments. These two significant events
account for the variance to budget.								

Assets						

The significant variance in assets relates to a receivable from NZ Health Partnerships relating to the settlement of the termination
of the National Procurement contract on 1st May 2017. Settlement of this debt in cash was deferred to the 2017/18 FY.

Liabilities						
No significant variance.
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Statement of Responsibility
For the year ended 30 June 2017
1 The Board accept responsibility for the preparation of the Annual Financial Statements, Statement of
Performance and the judgements used in them;

2

The Board accept responsibility for establishing and maintaining a system of internal control designed to
provide reasonable assurance as to the integrity and reliability of financial reporting; and

3

In the opinion of the Board of healthAlliance (FPSC) Limited, the Annual Financial Statements and the
Statement of Performance fairly reflect the financial position and operations of healthAlliance (FPSC)
Limited for the year ended 30 June 2017.

For and on behalf of the healthAlliance (FPSC) Limited Board

Paul Harper

Rosalie Percival

30 October 2017

30 October 2017

Date

Date

Annual Report 2016/17

FPSC

44

Independent Auditor’s Report
To the readers of healthAlliance (FPSC) Limited’s financial statements and performance
information for the year ended 30 June 2017.
The Auditor-General is the auditor of healthAlliance (FPSC) Limited (the company). The Auditor-General has appointed me, JR Smaill, using the
staff and resources of Audit New Zealand, to carry out the audit of the financial statements and the performance information, of the company on
his behalf.

Opinion
We have audited:
•

the financial statements of the company on pages 19 to 43, that comprise the statement of financial position as at 30 June 2017, the
statement of comprehensive revenue and expenses, statement of changes in equity and statement of cash flows for the year ended on
that date and the notes to the financial statements including a summary of significant accounting policies and other explanatory
information; and

•

the performance information of the company on pages 11 to 18.

In our opinion:
•

the financial statements of the company on pages 19 to 43:
º

present fairly, in all material respects:

		

•

its financial position as at 30 June 2017; and

		

•

its financial performance and cash flows for the year then ended; and

º
•

comply with generally accepted accounting practice in New Zealand in accordance with Public Benefit Entity accounting standards.

the performance information on pages 11 to 18:
º

		

presents fairly, in all material respects, the company’s performance for the year ended 30 June 2017, including:
•

for each class of reportable outputs:

			
•
				

its standards of delivery performance achieved as compared with forecasts included in the statement of performance
expectations for the financial year; and

			
•
				

its actual revenue and output expenses as compared with the forecasts included in the statement of performance
expectations for the financial year; and

		

•

complies with generally accepted accounting practice in New Zealand.

Our audit was completed on 30 October 2017. This is the date at which our opinion is expressed.
The basis for our opinion is explained below. In addition, we outline the responsibilities of the Board and our responsibilities relating to the
financial statements and the performance information, we comment on other information, and we explain our independence.

Basis for our opinion
We carried out our audit in accordance with the Auditor-General’s Auditing Standards, which incorporate the Professional and Ethical Standards
and the International Standards on Auditing (New Zealand) issued by the New Zealand Auditing and Assurance Standards Board. Our
responsibilities under those standards are further described in the Responsibilities of the auditor section of our report.
We have fulfilled our responsibilities in accordance with the Auditor-General’s Auditing Standards.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of the Board for the financial statements and the performance information
The Board is responsible on behalf of the company for preparing financial statements and performance information that are fairly presented
and comply with generally accepted accounting practice in New Zealand. The Board is responsible for such internal control as it determines is
necessary to enable it to prepare financial statements and performance information that are free from material misstatement, whether due to
fraud or error.
In preparing the financial statements and the performance information, the Board is responsible on behalf of the company for assessing the
company’s ability to continue as a going concern. The Board is also responsible for disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting, unless there is an intention to merge or to terminate the activities of the company, or there is no
realistic alternative but to do so.
The Board’s responsibilities arise from the Crown Entities Act 2004.

Responsibilities of the auditor for the audit of the financial statements and the performance information
Our objectives are to obtain reasonable assurance about whether the financial statements and the performance information, as a whole, are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit carried out in accordance with the Auditor-General’s
Auditing Standards will always detect a material misstatement when it exists. Misstatements are differences or omissions of amounts or
disclosures, and can arise from fraud or error. Misstatements are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the decisions of readers, taken on the basis of these financial statements and the performance information.
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For the budget information reported in the financial statements and the performance information, our procedures were limited to checking that
the information agreed to the company’s statement of performance expectations.
We did not evaluate the security and controls over the electronic publication of the financial statements and the performance information.
As part of an audit in accordance with the Auditor-General’s Auditing Standards, we exercise professional judgement and maintain professional
scepticism throughout the audit. Also:
•

We identify and assess the risks of material misstatement of the financial statements and the performance information, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

•

We obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the company’s internal control.

•

We evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made
by the Board.

•

We evaluate the appropriateness of the reported performance information within the company’s framework for reporting its performance.

•

We conclude on the appropriateness of the use of the going concern basis of accounting by the Board and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial statements and the performance information or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the company to cease to continue as a going concern.

•

We evaluate the overall presentation, structure and content of the financial statements and the performance information, including the
disclosures, and whether the financial statements and the performance information represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with the Board regarding, among other matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our audit.
Our responsibilities arise from the Public Audit Act 2001.

Other information
The Board is responsible for the other information. The other information comprises the information included on pages 1 to 10, page 44 and
pages 47 and 48, but does not include the financial statements and the performance information, and our auditor’s report thereon.
Our opinion on the financial statements and the performance information does not cover the other information and we do not express any form
of audit opinion or assurance conclusion thereon.
In connection with our audit of the financial statements and the performance information, our responsibility is to read the other information. In
doing so, we consider whether the other information is materially inconsistent with the financial statements and the performance information or
our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on our work, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report in this regard.

Independence
We are independent of the company in accordance with the independence requirements of the Auditor-General’s Auditing Standards, which
incorporate the independence requirements of Professional and Ethical Standard 1 (Revised): Code of Ethics for Assurance Practitioners issued by
the New Zealand Auditing and Assurance Standards Board.
Other than in our capacity as auditor, we have no relationship with, or interests, in the company.

JR Smaill
Audit New Zealand
On behalf of the Auditor-General
Auckland, New Zealand
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Statutory Information
The Directors of healthAlliance (FPSC) Limited present the Financial Statements
for the year ended 30 June 2017.
Principal Activities
The principal activity of healthAlliance (FPSC) during this year was the operation of shared services for
District Health Boards and New Zealand health organisations.

healthAlliance FPSC’s Corporate Address
Connect Business Park, 581-585 Great South Road, Penrose, Auckland

healthAlliance FPSC Board of Directors' Register of Interests as at June 2017
BOARD MEMBER

INVOLVEMENT WITH OTHER ORGANISATIONS

Andrew Brant

•
•

Director, Northern Regional Alliance Limited
Member of MBIE Precision Driven Health research programme

Meng Cheong

•
•
•
•
•
•
•

GM, Finance Funding and Commercial Services, Northland DHB.
Chair, Kaipara Joint Venture Trust (Property Owner - Dargaville Hospital)
Director, Usher Consulting and Services Ltd
Tender Evaluation Group, NZHPL Shared Banking
Business Advisory Group, NZHPL NIP Programme
Business Case Working Group, NEHR Programme
NDHB Lead Contact, NZHPL National Procurement Programme

David Clarke

•
•
•
•
•
•
•
•
•
•

Chairman of The Skin Institute Limited
Director & Shareholder of Skin Institute Holding Company Limited
Shareholder of TRG Group Limited
Director, Hynds Limited
Shareholder in Ormiston Hospital
Chair of The Jucy Group
Shareholder of Orion Health Group Limited
Chair of MBIE Precision Driven Health research programme
Interim Chair for Eye Institute
Chair of Canopy Cancer Care

Paul Harper

•
•
•
•
•

Director, Pacific Link Ltd
Director, Lodestar Enterprises Ltd
Director, Northgate Logistics Ltd
Shareholder, Director, Netlogix Ltd
Director, Kiwi Rail

•
•
•

Deputy CEO Counties Manukau Health
Deputy CEO and Director of Corporate & Business Services at CMDHB
Director/Trustee of The Middlemore Foundation for Health (formerly
South Auckland Health Foundation)
Member of the Chartered Accountants Australia & NZ (CAANZ) Public Sector
Advisory Committee

Ronald Athol Pearson

•

Rosalie Percival
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•
•

Trustee, A+ Trust
Chief Financial Officer of Auckland DHB
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healthAlliance FPSC Executive Team Register of Interests as at June 2017
EXECUTIVE

INVOLVEMENT WITH OTHER ORGANISATIONS

Clare Thompson –
Interim Chief Executive Officer

•

General Manager, Commercial Services & Non-Clinical Support,
Auckland District Health Board

Fiona Harnett –
Chief Financial Officer

•
•

Trustee, World Association of Girl Guides and Girl Scouts
Trustee, Girl Guiding New Zealand

Greg Penfold –
GM Procurement

•

Nil

Mark Botting –
GM, Supply Chain

•

Nil

Reinard Cox –
Manager, Strategy, Performance & Reporting

•

Nil

Vanessa Kennedy –
Communications Manager

•

Nil

Fiona Nicholas –
Human Resources Manager

•

Nil

Auditor
The Auditor-General is appointed under section 14 of the Public Audit Act 2001. Audit New Zealand has been
contracted to provide these services.
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