Reference: 20150277 & 20150285

4 August 2015

Thank you for your Official Information Act request, received on 7 July 2015. You
requested the following:

“Under section 12 of the Official Information Act, | request the following
information:

- All briefings and aide memoires the Treasury sent to the Minister of Finance
and/or Minister of Health on Health Benefits Limited (now New Zealand Health
Partnerships Limited) since February 2015.”

You sent another request on 10 July 2015. The request was:
“Copies of all advice Treasury provided to the Minister of Health and/or Minister
of Finance that mentioned the fiscals risks to Vote Health regarding Health

Benefits Limited (NZ Health Partnerships) since January 2015.”

Since the relevant information being released covers both requests we are providing
you with a combined response.

As you know part of your request was transferred to the Ministry of Health as we

believed that the information was more closely connected with the functions of the
Ministry of Health.

Information Being Released

Please find enclosed the following documents:

Item | Date Document Description Decision

1. | 9 February 2015 Email: RE: MOH Report — National | Release in part
Infrastructure Platform

2. | 11 February 2015 | Email: FW: HBL Transition Interim | Release in part
Governance Group Update #4

3. | 24 March 2015 Email: RE: HBL Transition Project | Release in part
Managers Report WE 06 March




2015

4. | 30 April 2015 Treasury Report: Progress Report | Release in part
on HBL Transition

5. | 1 May 2015 Email: RE HBL Update Release in part

6. | 26 May 2015 HBL Transition SEC Paper Briefing | Release in full

7. | 25 June 2015 Email: HBL Paperwork Release in full

| have decided to release the relevant parts of the documents listed above, subject to
information being withheld under one or more of the following sections of the Official
Information Act, as applicable:

° personal contact details of officials, under section 9(2)(a) — to protect the privacy
of natural persons, including deceased people,

. advice still under consideration, section 9(2)(f)(iv) — to maintain the current
constitutional conventions protecting the confidentiality of advice tendered by
Ministers and officials, and

. names and contact details of junior officials and certain sensitive advice, under
section 9(2)(g)(i) — to maintain the effective conduct of public affairs through the
free and frank expression of opinions.

In making my decision, | have considered the public interest considerations in section
9(1) of the Official Information Act.

Please note that this letter (with your personal details removed) and enclosed
documents may be published on the Treasury website.

This fully covers the information you requested. You have the right to ask the
Ombudsman to investigate and review my decision.

Yours sincerely

Ben McBride
Manager, Health



Information Being Released
OIA 20150285 + 0277

Doc1 Page 1
Doc 2 Page 4
Doc 3 Page 6
Doc4 Page 9
Doc 5 Page 18
Doc 6 Page 20
Doc 7 Page 22




Doc 1
Page 1 of 22 Released

From: Davin Hall [TSY]

Sent: Monday, 9 February 2015 3:56 p.m.

To: AMOF: Simon Carey

Cc: Ben McBride [TSY]; Aaron Gill [TSY]; Adam Wood [TSY]; Julian Sakarai [TSY]
Subject: RE: MOH Report - National Infrastucture Platform

Hi Simon,

I’'m just getting back today, but | spoke with Aaron this morning. In res @ur questions@

1. We're supportive of the NIP programme as a means for improving iliency of infrast re in the system

and aligning the Health Sector with the overall GCIO mandate toadopt laaS’in addition.to-the available cost savings.

terim Governance

e progra %’Z& June have an insufficient
old,-triggering early termination of the

rom DHB boards to meet the

'e Health non-departmental capital appropriation (health capital envelope) rather
pital via the future investment fund. As a result of the IBM contract signhing, $5.7M loaned
from the health envelope to HBL for the NIP business case development will be returned.

2. Since the inde is for less than S10M there is no requirement to Gazette the indemnity and as such |
understand an indemnity certificate is not required.

Happy to discuss.

Regards,
Davin

Davin Hall | Senior Analyst | The Treasury
Tel: +64 4 917 6195 | Davin.Hall@treasury.govt.nz

CONFIDENTIALITY NOTICE

The information in this email is confidential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you are not an intended
addressee:

a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 2733);

1
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b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.

From: Simon Carey [mailto:Simon.Carey@parliament.govt.nz]
Sent: Thursday, 5 February 2015 6:01 p.m.

To: Aaron Gill [TSY]

Cc: Davin Hall [TSY]; Ben McBride [TSY]

Subject: RE: MOH Report - National Infrastucture Platform

Hi all, i §
Just clarifying a couple of things: //3

(\
\,/
- Are you comfortable that this particular programme has be idered an as§>essed and that it is
highly likely to be adopted by enough DHBs for it to succeed under s9(2)(9)()] P

- There seems to be an indemnity certificate (for MOF s%nf@ssmg - can ohnfoll, up whether this is the

case?

\
Given the timing on this, if you could get back to me n&; on Mo@c/ld be appreciated.

Have a good long weekend,

Simon %

Simon Carey | Economic Advisor % N

Office of Hon Bill English | Deputy Prime Minister, r of Flnance

7.6 Beehive, Parliament Buildings, PO Box 1804 T‘ngton 6160, New ea@nd

T:04 8179903 | | F: 04817 simon. carev% ent: qc/t nz
LN

[Withheld under s9(2)(a)]
_ L ‘
From: Aaron Gill [TSY] [mailto:Aar6n.Gil freasury.dovtnz]/
Sent: Thursday, 5 February 01‘574558 p-m.
To: Simon Carey S
Cc: Davin Hall [TSY]; Be
Subject: MOH Report

[IN-CONFIDENCE
Hi Simon

J
- /N{
Further to my discussion with \Qrﬁn ednesday. The MoH provided their Minister with a report (attached)
covering the necessary ial approvals to allow HBL to enter a contract with IBM on 16 February, to progress
the National Infrastru rm (NIP).

The approvals |nc|

e The M|n|s T“Ef alth’s consent under section 24 of the New Zealand Public Health and Disability Act 2000
(the NZPHQ Act) to the entry by certain Health Sector entities into a co-operative arrangement for NIP.

® The approval of shareholding Ministers of HBL, as required by Section 129 of the Companies Act 1993, for HBL
to enter a major transaction with IBM New Zealand Ltd (IBM).

e Joint Ministers’ approval under section 160(1)(b) of the Crown Entities Act 2004 to all DHBs; HBL;
healthAlliance N.Z. Ltd; HealthShare Ltd; Central Region’s Technical Advisory Services Ltd; and South Island
Shared Service Agency Ltd borrowing from IBM for a period no longer than seven years.

e Approval, under Section 65ZD of the Public Finance Act 1989 (PFA), by the Minister of Finance to an
indemnity for HBL to cover a potential liability to IBM of up to $9.8 million, should HBL early terminate the
proposed agreement with IBM.

Treasury has worked closely with the MoH in preparing this report and support the recommendations.

Kind Regards
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Aaron Gill | Senior Advisor | The Treasury
Tel: +64 4 917 6261 | aaron.gill@treasury.govt.nz

CONFIDENTIALITY NOTICE

The information in this email is confidential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you are not an intended
addressee:

a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 2733);

b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.




Doc 2
Page 4 of 22 Released

From: Brian McCulloch [TSY]

Sent: Wednesday, 11 February 2015 10:09 a.m.

To: AMOF: Simon Carey

Cc: Ben McBride [TSY]; Aaron Gill [TSY]; Davin Hall [TSY]
Subject: FW: HBL Transition Interim Governance Group Update # 4

[IN-CONFIDENCE]
Simon

For information only

Chairs/CEOs by the Chair, Sue Suckling.

Minister Coleman is due to report back to SEC in March, wi
vehicle intended by June.

Brian Mc

Dr Brian W McCulloch | Director | The Treas ‘
Tel: +64 4 917 6077 |[Withheld under s8(2)@)] || brian-mcculloch

- N
CONFIDENTIALITY NOTICE %) Q \LL,\\
The information in this email is confidential to the Tre3sury, inténded only fo?k»e addr e(s), and may also be legally privileged. If you are not an intended
addressee: ( \

a. please immediately delete this email and noti easyry by return %Q;\?Ie\ hone (64 4 472 2733);
unfawful.

b. any use, dissemination or copying of this ery G prohibited

-/ x

T
From: Chris Picard@molz@@. mailto:Chr/'rs\RIXﬂ@moh.qovt.nz]

Sent: Tuesday, 10 Fe ua%@/ﬁ 4:29 p.m.

To: Chris Picard@ g
Subject: HBL Transiti rim Govign{\y oup Update # 4

For your infor t@nﬁ\ﬁe

is the la}esg ansition Interim Governance Group update.
—/

\ %
HBL Transition Interi %éyhance Group Update #4
10 February 2015

With the last of thg veekends over, the pace of work has well and truly picked up. The next six weeks are going
to be busy completi e diligence on HBL, hA (FPSC) and the four national business cases, as well as developing
options for the future DHB-led vehicle.

1. Momentum

A key purpose of the Interim Governance Group is to ensure that momentum on the four national business cases is
maintained. We received an update on the National Infrastructure Platform (NIP) programme contract progress since
our last meeting.

A paper outlining the Group’s rationale supporting the NIP contract has been circulated to you along with letters of
support for the proposed platform from the Government Chief Information Officer, National Health IT Board, and the
DHB regional Chief Information Officers. The contract signing approval process has been progressed and is now with
the Minister of Health and Minister of Finance for consideration.

2. Transition — progress
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Options for the future vehicle’s high-level functional and structural design are currently being developed. The
process involves identifying the functions the new vehicle must perform, and possible structural options including
elements such as ownership mix and voting rights. At our next meeting on 19 February the Group will discuss and
refine the options in more detail. | will then discuss them with you at a teleconference on 23 February and again at
the National DHB Joint Chief Executive and Chair meeting on 2 March. Your input into these discussions is vital.
This is an iterative process and your feedback will shape the final design.

Due diligence activities are underway covering HBL, hA (FPSC), and the four national business cases. Information
gathering is underway with the final reports to be completed mid-March.

An update to the Ministers on due diligence, transition planning, and progress of the four business cases is due in
mid-March.

the relevant details this week. The delay in establishing these was due e heed to align\them With our project

activities. The teleconferences will increase in frequency as we get closerto the trangition date. Remember, this is
your opportunity to discuss the transition with me directly and | encourage you all to"att when your schedule
hicle that MIF%gi proved health delivery
(N

3. Engagement and ownership readiness Yo
\ \ (\/\\“
We are scheduling my first DHB Chairs and CEs teleconference for . You wiIKr\ce\mg:aﬁ invitation with

allows. Your input into the process is vital to ensure DHBs h
outcomes across New Zealand.

E%\ J

Sue Suckling
Independent ChairWithheld under s9()(@)] %
HBL Transition Interim Governance Gr@

) )

HBL Transition Interim Governance Gro ﬁbership: Q\?‘«\ N

Sue Suckling, Independent Chair; Al gr%e, CEO, Au/c andDHB (Northern Region); Lee Mathias, Chair,
Counties Manukau DHB (Northern R s ~Murray C/e‘veﬂ@g\ air, Canterbury and South Canterbury DHBs
(South Island Region); Nigel Trajnor, ( outh Can égkuréy/DHB (South Island Region); Derek Milne, Chair,
Wairarapa DHB (Central Region);‘\(@[ “ L akes DHB (Midland Region); Michael Hundleby, Acting
National Director, National Health-Board; Brian McC , Director in the Commercial Operations Group, Treasury;
Mary Slater, Assistant Com is‘s?ingef}State Service: mission; David Wood Interim CEO, Health Benefits
Limited. §

Chris Picard
Senior Advisor . \N
Board and Projects — © AN \;
National Health Board” =
Ministry of Health ‘ )
DDI: (04) 8163971 x/
[Withheld under s9(2)(a)] Q

http://www.moh.govt.1

mailto:Chris Pica‘Vd@\rTR)h. ovt.nz
*************ﬁi&%***********************************************************

Statement of confidel%iality: This e-mail message and any accompanying
attachments may contain information that is IN-CONFIDENCE and subject to
legal privilege.

If you are not the intended recipient, do not read, use, disseminate,

distribute or copy this message or attachments.

If you have received this message in error, please notify the sender

immediately and delete this message.
sk st she st she st she sk ske sk ske st sk sfe sk sk st sk ste sk st she sk sk sk sk sk sk st sk st sk st st sie st sfe e she ke sk st sk st she st sk sk sk st st st st sfeoste sk st skt stk sk sk sk kst stk steosteoskotkeoskokeskok

This e-mail message has been scanned for Viruses and Content and cleared by the Ministry of Health's
Content and Virus Filtering Gateway
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From: Davin Hall [TSY]

Sent: Tuesday, 24 March 2015 10:11 a.m.

To: AMOF: Simon Carey

Cc: Aaron Gill [TSY]; Ben McBride [TSY]

Subject: RE: HBL Transition Project Managers Report WE 06 March 2015

[IN-CONFIDENCE]

Hi Simon,

For reference, this was the Central Agencies comment we put into the ESEC pape@@aligns with the
concerns MOF has raised: ; §

projects currently being advanced by HBL and appreciate the }
O a

e sector to date, particularly
ts with local priorities and Board

DHB-owned o be a necessary step, it will
not be sufficient in and of itself to achieve the level of savings.through shar s that DHBs need to make.
onflic

savings required in the sector .

K Enges if it is to succeed in delivering the

anges in the value of HBL’s assets and liabilities

Hese lmpgo be clearly identified in advance of a transition.

We also note that the transition to a
with a corresponding impact on OB
We're meeting with the Mini ill continue to push this line.

Regards,

Davin V Q

Davin Hall | Senie *«: | The Treasury

Tel: +644917 gvin.Hall ry.govt.nz

CONFIDENTIALITY NOTICE Q

The information in this email is confi freasury, intended only for the addressee(s), and may also be legally privileged. If you are not an intended
hd

addressee:
581 and ndtify the Treasury by return email or telephone (64 4 472 2733);
ving of.this email is strictly prohibited and may be unlawful.

a. please immediately delete th'::
From: Simon CarIto:Simon.Carey@parliament.govt.nz]
Sent: Monday, 23 Ma 2015 4:35 p.m.

To: Davin Hall [TSY]; Aaron Gill [TSY]
Subject: FW: HBL Transition Project Managers Report WE 06 March 2015

b. any use, dissemination or ¢6

Davin and Aaron,
See below. Which of you should | be keeping in the loop on this?

Cheers,
Simon

(NB: Jayne is away at the moment, being covered by Peter).

Simon Carey | Economic Advisor
Office of Hon Bill English | Deputy Prime Minister, Minister of Finance
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7.6 Beehive, Parliament Buildings, PO Box 18041, Wellington 6160, New Zealand
T: 04 817 9903 | F: 04817 6501 | E: simon.carey@parliament.govt.nz

[Withheld under s9(2)(a)]

From: Simon Carey

Sent: Monday, 23 March 2015 4:33 p.m.

To: Jayne Conaghan

Cc: Michael Johnson

Subject: RE: HBL Transition Project Managers Report WE 06 March 2015

Hi Jayne/Peter,

MOF did have a couple of points of fairly strong feedback on this update. In
proposed structure and governance and performance framework of the ne

particular, he want see the
»\ tity (he was e t he won’t
sign off on a structure that he hasn’t already seen), and also wants to see.the planfor ensurlg\h‘g\‘savmgs are

realised. ~/
A%
My sense is that he’s not seeing as much as he would like on HB .—\kdidn’ ind the r t itself particularly helpful

r
(was out of date and too much into the grainy detail for Ministérs), so.we might né%}yarate report for MOF on

the two points raised above. Meetings are hard to get att . p
\ S
Cheers, %\ %~
Simon &
E

Simon Carey | Economic Advisor

Office of Hon Bill English | Deputy Prime Minister, Ministef

7.6 Beehive, Parliament Buildings, PO Box 18041, Wellingt New Zealand

T:04 817 9903 | | F:04817 6501 | -E:simon: rev@parlla,m M
[Withheld under s9(2)(a)]

From: Jayne Conaghan
Sent: Friday, 13 March 2015 8:53
To: Simon Carey; Josh Cameron;

ter IcCardle \¥/
Subject: FW: HBL Transition ec@hagers R@X 06 March 2015

Morning all,

Please find attache raft of aj isters HBL report that is proposed to be sent fortnightly.
Simon, can yo %e\g if this % needs and let me know any requested changes?
B Q&
Many thanks, \\ )
Jayne Conaghan | Privat %/ (Health) I Office of the Hon Dr Jonathan Coleman
Minister of Health, Mi Sport and Recreation

6.4 Beehive, Parlia ildings, Private Bag 18041, Wellington 6160, New Zealand

rs9@)@ jayne.conaghan@parliament.govt.nz

From: Joanne Hogan@moh.govt.nz [mailto:Joanne Hogan@moh.govt.nz]

Sent: Sunday, 8 March 2015 9:11 p.m.

To: Jayne Conaghan

Cc: suesuckling@acemark.co.nz; Michael Hundleby@moh.govt.nz; Bradley Young@moh.govt.nz;
Jude Hamblyn@moh.govt.nz

Subject: HBL Transition Project Managers Report WE 06 March 2015

Hi Jayne
As discussed Friday, please find attached last week's HBL Transition Project Manager's Report.

There are two attachments which should be read together:
e HBL Transition PM Report - summarising key activities covering momentum, transition and engagement
activities
e HBL Programme Status Report - provided by HBL on their 4 key programmes of work
2
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You will receive these reports weekly ongoing.

Any feedback on how these could be improved would be appreciated. | will also send these through Treasury as
requested.

If you have any questions regarding this report, please let me know.

Regards

Jo

Joanne Hogan
Project Manager
Ministry of Health
DDI: 09 580 9090
[Withheld under s9(2)(a)]

Fax: 09 580 9001

http://www.health.govt.nz
mailto:Joanne Hogan@moh.govt.nz

s she st ste sk sk st sk sfe sk ste she sfe st st she skt sk she st ste sheoskeoste st stk skt st seostoteskoskokokoskok

Statement of confidentiality: This e-mail message
attachments may contain information that is IN-CO
legal privilege.

If you are not the intended recipient, do no ]
distribute or copy this message or attach;negri - ') A
If you have received this message in @lease notif@eg 1
immediately and delete this messa ) — ~/

sk sk sk sk sk sk sk sk st sk sk sk sk st sk skoskoskeoskeoskoskokoskoskoskoskok ******\%ﬁ%%* sk sk sk sk sk sk sk sk sk sk sk stk ste sk sk skoskeoske sk sk koskoskoskoskok
\ ) )
\‘//

d Content and cleared by the Ministry of Health's

/D

-
This e-mail message has be \@\a‘@ﬂ@d for Vi
Content and Virus Filteri gg%;ze\\xjéy
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COMMERCIAL-IN-CONFIDENCE

THE TREASURY

Kaitohutohu Kaupapa Rawa

Treasury Report: Progress Report on HBL Transj@ /7&

/
AV
Date: 30 April 2015 Report No: 'T2015/84
p P PIO\L,, \8&
File Number: ~ | CM-1-3-108"

Action Sought \ .

Actlo Deadline
Minister of Finance Ag et W|th Offi none
(Hon Bill English) d'SC“S content
Contact for Telephone Discussion y{kﬁed

‘\,/\ )
\ =/
ame o§5t| Telephone 1st Contact

Davin Hall Senior Analyst, Health | 04 917 6195 (wk) [Wilhheld under sS(2)(a)} v
Ben McBride Maﬁager, Hp\alth 04 917 6184 (wk)

Office Staff (if required)

Acho{xéghe Mmrs :

Return the signed re \\@reasury
Refer copy to the r of Health and the Associate Ministers of Finance.

e
Enclosur@ No

Treasury:3170390v1 COMMERCIAL-IN-CONFIDENCE
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COMMERCIAL-IN-CONFIDENCE

Treasury Report: Progress Report on HBL Transition

Executive Summary /\/ >

This report provides an update on the progress of the due dlllg(e an;j?transmorf pfam
process related to the transfer of the functions of Health Benén% ed (HBL) to'a DHB-
owned vehicle, since the Minister of Health has not reporte ck y SEC agamldpated

In March, the SEC progress report noted in CAB Min (14) 3 \@3 was p oneid by a month
to allow the HBL Transition Interim Governance Grg p?the ‘transition/group”).to finalize its
proposed model for the DHB-owned vehicle. A “Newco”model has-be Y@Ommended and
is under active consideration by DHB Boards. ‘\We/u% stand the mtentron is now to seek
SEC endorsement on 27 May of a DHB- owned%\\héo the tranﬁer\\o “HBL assets and
liabilities, and the wind down of HBL. \\\ / \g

The due diligence to date has been p Sitive a\d thorougr{ g the risks posed by an
HBL transition (many of which will V\e managegi\whgﬁwic ‘or not the transition occurs)
and identifying mitigation strategles owever, a signific Karhount of work needs to occur
prior to the transition date if the transition'is to be U cessful. The timeframes to which the
transition group are working s\(]‘;ecessnate many) |es§1\s being deferred to after the
transition before they can b@id\ ssed. \x

\VA PN /

/
Progress has been made )naé(vancmg bus me\§scase approvals since the transition group
was established, but itis clear that thebxl:’[s HBL had initially identified in the detailed
business cases ww( 10t beiully dehvere@\ t this juncture, partial adoption of the business
cases appears tobe th@best cas Kano} - with the possible exception of the National
\ V4

Infrastructure P\é,t@rm

It has alsp&\me,fe light that< eQHBs are seeking to avoid responsibility for repayment of
the Cr%@?qu@ ,provided to-+ J’reasury does not support a write down of the Crown

loans-wi in Vote Healt Oﬁ:rma‘[s will work with the Ministry of Health to develop options in
relation to repayméqt th/ése loans, in advance of a proposal for a Newco being
consi e?gd by Cabinet: \/

N
The Newco prgpbs\N{{i\\ma significant improvement on the healthAlliance proposal that was
presented to ab November 2014. We have a fair degree of confidence that the
Newco can Ilshed and manage the existing HBL functions and implementation of the
four business cases (to the extent they are approved). DHBs appear to be enthusiastic
about the Qp\o%umty to own and direct the entity and their engagement is likely to improve
from the\burr/ent state.

In essence, the Newco will be a cooperative venture that will need to respond to the interests
of its owners and is by design limited in the extent to which it can drive savings in the sector
over their wishes. Where the interests of DHBs are aligned there may be opportunities for
additional savings, but achievement of the $700 million savings target originally set for HBL
is still likely to be several years away.

With many of the details of the operating model and performance framework to be developed
after the establishment of Newco, we recommend that the transfer of HBL’s assets and
liabilities to the new entity be deferred until after the Newco is established. The
government’s leverage over shared services in the health sector will diminish considerably
once a transfer occurs and this may be the last significant opportunity to influence its future
direction. The Chair of the transition group strongly disagrees with this approach

T2015/848 : Progress Report on HBL Transition Page 2

COMMERCIAL-IN-CONFIDENCE
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COMMERCIAL-IN-CONFIDENCE

Recommended Action

We recommend that you:

a

2@ // / %/&
Ben MQ rld/g/> AR >\;\

note the HBL transition group has developed a proposal, currently under consideration
by DHB boards, for the establishment of a DHB-owned Newco to take over
responsibility for HBL’s functions and implementation of the f pur business cas;s

note that it is proposed that the Minister of Health seek ova’/}om SEC/Oﬁ y
for the establishment of the Newco, the transfer of HB ‘and Ilabllltles and the

wind down of HBL

note that Officials support, in-principle, the Newco app ch but t tS|gm /cant
elements of the operating model and perform Q?B framework will-n developed
until after the Newco is established % \\

note that Ministers ability to influence thi e%&é f the ne ‘ntywnl diminish

considerably once a transfer of HB% curs
note that Officials recommend deferri g e transfefof H assets and liabilities until

the operating model and per ce rameworb r\e yeFoped
\

agree to meet with Officials an pve 'Chair oj,, e@ 'klon group to discuss the
contents of this report, an <\\ C\“"\ N
Agree/disagree. 2, /<N >

/ SN

refer this report to”tﬁ inister of F@ d the Associate Ministers of Finance.
/\\\ 7§\/'

\\\ —

//\

\<//>/
/
S

\ ) J
A \ v /\/

Hon Bill E %
f

Mlnlstér

T2015/848 : Progress Report on HBL Transition Page 3

COMMERCIAL-IN-CONFIDENCE



Doc 4
Page 12 of 22 Released

COMMERCIAL-IN-CONFIDENCE

Treasury Report: Progress Report on HBL Transition

Purpose of Report

1. The purpose of this report is to provide you with an update on the progress of the due
diligence and transition planning process related to the tr s(ef\of the functlon\ ‘1\W
Health Benefits Limited (HBL) to a district health board ( ed vehicle, s%:&
understand the Minister of Health will not be prowdmg\ax ack to SEC e{s )
signalled in CAB Min (14) 36/18. \

Background / : ‘ >

2. In November 2014, Cabinet agreed to th al ment of adu‘&}il' ence and

transition planning process for the tranﬁféﬁ\@\ﬂ;lai_ s funct pHB owned vehicle.
At the time, the Minister of Health mdig ed preferer(c Bs was for
healthAlliance (FPSC) Ltd to take o\\ \‘Ive funchon&

3.  An HBL Transition Interim Gov }&\@Group (th
representation from DHBs, the\M istry of Hea}th\,\i sury and the State Services
Commission (SSC) was estab%hed with an | | ependent Chair (Sue Suckling). The

transition group has b% rtaking duge’ |ge ce and supporting the development of
cl

trﬁsmén group”) with

model for a DHB-owne e to take ove plementatlon of the HBL business

cases and its ongo% g and msuramk rvices.
> N

4. The Cabinet paper neted intentio 0 \Mlnxlster of Health to report back to SEC by 31
March on the/dge dlhgence and%r\ on planning and progress of the four HBL
business cases:

79 NS
w%gkﬁrocurement}d\ pply Chain (FPSC)
Infrastr \tuQRLatform (NIP)

o/ @/F(%d Services” -
e Mn/en and

Q
\ <March 201 5 The ~ report back was postponed by a month to allow the transition
group to f|n<nﬁh§§:s proposed model for the DHB-owned vehicle, which has now been

completed under consideration by DHB Boards. We understand the intention is
now t(y é’[&aﬂ approval on 27 May of a new DHB-owned vehicle, the transfer of
HB /a d liabilities, and the wind down of HBL.

\\/
Due DLl:gence

6.  The transition group has undertaken legal and financial due diligence on HBL, including
validation of the status of the FPSC, NIP, Food and Laundry business cases, and legal
and structural due diligence on healthAlliance (FPSC) Ltd.

7. The HBL due diligence process has identified a long list of risks and issues that will
need to be addressed before and after a transition to a new vehicle. Key takeaways
from this process include:

. more transparent organizational planning, budgeting, forecasting and
performance measurement processes are required

o arrangements with healthAlliance (NZ) for IT and finance services need to be
formalized and documented

T2015/848 : Progress Report on HBL Transition Page 4

COMMERCIAL-IN-CONFIDENCE
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COMMERCIAL-IN-CONFIDENCE

J an impairment of FPSC work in progress will likely be required (with
corresponding impacts on DHB financials) due to deferral of finance shared
services and supply chain components of the business case (review ongoing to
determine impact)

o substantial improvements in national procurement programme are needed to
speed up benefits realization and formalization of agreed service provision is
required

o fundlng commitments to the FPSC programme are tj aIIy docume@ d\nd
are in dispute <

. significant spending on Oracle support (FPSC) i Q@E; W|th little! be@éflt

o decisions will be required in relation to the Cr rowded/for\t
development of the Food and Linen and La usiness cases whighﬁome
S

due on 30 June.

8.  Work will be undertaken during and after theﬂ‘ﬂis\:jon to addre he\nsks identified in
the due diligence process and put the ne DHPA ned vehlclé onasounder
organizational footing. / \ N ~

/ % e
9.  Thelegal and structural due dlllgenbéeivealthAlllanse concluded that:

\e/ements n sﬁe@vto transitioning from HBL

\ \

J current structural and fi
within timeframes U\

o contractual ambrgu;ty Ejoefformanceisﬁes )could be complicated with
transition at this >

o momentum co/lam%m/oacted dueﬁ@{n;rpfexﬁy of transition activities required.

//\\

10. Based onthe duédﬂ %oe proces,s,@hézﬂthﬁihance (FPSC) is not supported by the
transition group asihe appropria -owned entity to assume responsibility for
HBL’s functi nsx The due dlllgeﬁe\e rtaken confirms the significant concerns
|dent|f|ed the’ |tor Gen I’ O 4 report on the healthAlliance group regarding
the cap fa \d capacity oeﬁﬁe\ anization. We understand that healthAlliance
grOU@ yestructured as a\tesult

-an HBL transitio nd Memifylng mitigation strategies. However, a significant amount
\% needs to rgnor to the transition date if the transition is to be successful.
ﬁe flmeframesto which the transition group are working also necessitate many issues
belng defer req\baf/ter the transition before they can be addressed. Many of the risks
will still née ﬁe ‘managed whether or not the transition occurs.
v

Status/eﬁt&ness Cases

11. T{e{ie\iﬂlgence to de%h@s been positive and thorough, clarifying the risks posed by

12. As\\ord)ng to information provided by HBL to the transition group, as of 9 April, the
status of the four business cases is as follows:

National Infrastructure Platform

o 15 DHBs approved the NIP business case with nine back-to-back contracts
signed.

o Minimum share of sector capacity (70%) required to maintain pricing is expected
to be achieved by 30 May deadline.

J Appears to be on-track.

T2015/848 : Progress Report on HBL Transition Page 5
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Food Services

o Auckland Metro DHBs have signed back-to-back contracts at national contract
rate.

o One additional DHB is needed to sign on by 31 May to avoid a 6% cost increase
for Auckland boards. The Tairawhiti, Southern and Hawkes Bay DHB boards will

consider signing contracts before the deadline. ~ />
o Union legal action underway in Auckland DHB and thfeatened in Southgm %B if
the board proceeds with contract. Q\\Xv / N
AN x N \\v/ ( N\
Linen and Laundry SN
A\ N\

o Nine DHBs have approved the business case, elglﬁ of whor@a\re e stlng clients

of the contracted provider. Hawkes Bay’ QHB has declined:—
[Withheld under s9(2)(f)(iv) and s9(2)(g)(i)]

| Jrc X

Finance Procurement and Supply GEN

~ \/

/

< /
AN o
. Re-planning exercise is.c Om\preie a rewséeucy JﬂéSS case is to be released to
DHBs for decision-making: ) A\ \Y
e [Withheld under s9(2)(f)(iv) ~— \\>

(\

. Separate SECrepgrt back re(11<4||fx

13. Progress haé bqenfﬂéde in advancm@ybusmess case approvals since the transition
group was established, but ItALS\Cl‘Qar that the benefits that HBL had initially identified in
the deta@@l busmess cases WﬂT not’be fully delivered. At this juncture, partial adoption
of each of ‘Hqé busmess .cases appears to be the best-case scenario, with the possible
exception. o?%e NIP Wh@ysheuld be rolled out nationally over time.

{ V/> /\v g

TN\ V/ )
erwvn Loans /f.\\

<> %

14. Through theﬁbke\dﬂ/gence process, it has become clear that a number of DHBs do not
accept the bugatlon to repay the Crown loans advanced to HBL if they do not approve
the busim\s cases. These loans, which were advanced by the Crown to facilitate the
devefopmént)of detailed business cases (DBCs), were provided on the basis that they
wot \be(epald via vendor finance if business cases were approved or repaid by
DHl33 if the business cases were not approved.

O

15. Ministry officials have confirmed that the 2013/14 planning advice provided to DHBs
clearly indicated there was a contingent liability payable by DHBs if the business cases
did not proceed.

16. By December 2014, a total of $11.6M was authorized by the Ministers of Health and
Finance to be loaned to HBL. While the loans in relation to the NIP are expected to be
repaid before the end of the fiscal year, decisions will be required regarding the
treatment of the loans for the Linen and Laundry and Food business cases which come
due on 30 June.

17. In approving the Newco proposal (see below), Whanganui DHB included a resolution
that the DHB Board:

T2015/848 : Progress Report on HBL Transition Page 6
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“Agree that the WDHB accepts no liability for the costs of developing the Linen
Laundry and Food business cases, given that WDHB neither initiated nor approved the
development of these business cases and expects the liability to be assumed by the
shareholding Ministers”

18. The Treasury does not support a write down of the Crown loans within Vote Health.
Officials will work with the Ministry of Health to develop options in relation to the ~,
repayment of these loans, in advance of a proposal for New ) being consnderédb(e
Cabinet. The treatment of these loans is a key factor in d \te\nzm“hg the shapé o
balance sheet for Newco. ALY

// /\N / \\/ / \\\\s \"*'/
y Q \ \ \ ™
Transition Group Proposal for a “Newco” \\

19. The transition group has proposed that DHBé blish a new | W&arént subsidiary
company to continue the development and { ntation of 1 thq HBL business
cases and management of HBL’s bank )ng\, n urance tunc{)ons The new company
would also be structured as a vehlcle\or\g plng futuAe\bD\sgne/ss cases, should
DHBs decide to pursue other oppor{m (

/\\

20. Under the proposed Newco mo®\\ \J
W N \\ S

. All 20 DHBs would have\aquai ownershi 3@1 Class A shares, with Class B
shares held in the sarﬁ& proportion a§ ?erftly the case with HBL (FPSC
investment) -,

o There would be@'se n person beap four DHB directors (one from each
region) and thre: ?ridependenrdrr\mors (nominated by board, approved by all
DHBs) (< L

J The Chair- woqube nomlrf Whe board and approved by all DHBs

J Unammo&: approval OQl DF B; would be required for Newco’s annual plan and

dg@’tx
* Lg%(%?ﬁ@ core budg\tf\{f>$6 million will be funded by DHBs on PBFF basis,

p /NEOQ nt with current HBL funding.
Q/
21. /Tjhe{Newco” is in hdéd Lobe operated in accordance with three principles:

\Q
\\/ ‘Co-creation thE/E{HBs — joint work between Newco and its DHB owners
e 7 Nati nglgbod Newco and DHBs will maximize shared services opportunities for
the/ gﬁk@ﬁgood
o SQQW%Z ed mechanisms — “sophisticated mechanisms” will be established for
\@Heet\ action and pursuing shared services opportunities.
22. We"uﬁd\erstand the Newco proposal has the support of all DHB Chairs and CEs
(mitudlng Canterbury), and has the formal support of 11 DHB Boards (as of 28 April).
All DHB Boards have been asked to review the proposal and provide their
unconditional approval by 1 May.

23. A transfer of assets and liabilities from HBL to the Newco under the Health Sector
(Transfers) Act 1993 has been identified as the most appropriate mechanism to affect
the transfer.

24. The Newco proposal is a significant improvement on the healthAlliance proposal that
was presented to Cabinet in November 2014. We have a fair degree of confidence that
the Newco can be established and manage the existing HBL functions and
implementation of the four business cases (to the extent they are approved). DHBs
appear to be enthusiastic about the opportunity to own and direct the entity and their
engagement is likely to improve from the current state.

T2015/848 : Progress Report on HBL Transition Page 7
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In essence, the Newco will be a cooperative venture that will need to respond to the
interests of its owners and is by design limited in the extent to which it can drive
savings in the sector over their wishes. Where the interests of DHBs are aligned there
may be opportunities for additional savings, but achievement of the $700 million
savings target originally set for HBL is still likely to be several years away.

//> />
L N
Transition Group Proposed Next Steps A > \/ 1’ R
26. Following confirmation of unconditional support by DH‘E{S\OCP‘I May ( assu?mng th|s is
achieved) the transition group has developed a prop\se@%hmelme@ Mws(e?al and
Cabinet decision-making. Key milestones folldw
o 5 May — Final DHB proposal for NeWQ @{Ed by DHBs/ \\
J 6 May — Report to Minister of Healt lewco pro
. 20 May (at the latest) — Mlnlsteg th to brlef ' Minist E@ot/Fmance seeking
agreement for DHB-owned Ne%eb\goposal /\/
J 27 May — SEC conS|derat|dn “,N&vco propoé \I‘.\app al to be sought for
proposal, instructions forp\ ra ion of Orpe\ |n /(ouncn to transfer HBL assets,
HBL wind down proceSs RN\
. 22 June — Cabinet c;onsﬁératron of O/JQ\ C\uncn to transfer HBL assets
. 30 June —HBL a s&&t ; transferred tq%wc
27. We note that the tr Mx/oup s termgeﬁ' Qrence clearly states that the group
reports directly to Ima inister of He@ﬂl\\qd Minister of Finance and would expect that
the reports from the/tfansmon grot uld be provided to Joint Ministers as the owners
of HBL. Theﬁ' {\asuryrepreseniai\%@ the transition group will raise this matter.
28.

29.

30.

d
N

/

mte@n ‘which: x\\\ /S

/ Q/@

/-\\%:Jeevelopme anéhmpTementatlon of the business cases (including a benefits

allzatlonélq ‘would be progressed

. a performance framework would be developed

o’ soph“sﬁeﬂed mechanisms” for enabling DHBs to work together collectively and
max;\\z\&hared service opportunities for the national good would be developed.

Accordi Qtfansuhon *o\pe lan, the establishment of the Newco would be
follow: m{/%% day transition |od under the leadership of an interim Chair and an

The rafmaléprowded for this approach, which has merit, is that the owners of the
N;ew\e ed to undertake the review of the operating model coming from HBL and
deVelop\a model with which they are comfortable. As part of this operating model,
performance management elements would be included (KPls, budgets, reporting
requirements). The Minister of Finance can direct the Newco to provide a Statement of
Intent which will include this information.

With many of the details of the operational model and performance framework to be
developed after the establishment of Newco, at this juncture we recommend a deferral
of the transfer of HBL’s assets and liabilities to the new entity until the Newco is
established and the shape of the new model is made clearer. The government’s
leverage over shared services in the health sector will diminish considerably once a
transfer occurs to a multi-parent subsidiary, and this may be the last significant
opportunity to influence its future direction.
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Transition Group Chair’s view

31.
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From: Davin Hall [TSY]

Sent: Friday, 1 May 2015 10:16 a.m.
To: AMOF: Simon Carey

Cc: Ben McBride [TSY]

Subject: RE: HBL Update

Hi Simon,

Further news from the Ministry on the HBL transition:
-18 DHBs have now approved the proposal (the final 2 are expected today)
-Tairawhiti DHB has now approved the food services contract (which ave
DHBs).

o
ost increa’ss@ft\he Auckland
N,

The Ministry also indicated they share the concerns of the transjtion group Chair abo
from HBL. Q -

~
The vehemence of the response suggests to me that the @
proposal.
Regards, %
Davin ®

Davin Hall | Senior Analyst | The Treasur; ‘\
Tel: +64 4 917 6195 | Davin.Hall@treasu) S}b\/tmz

('~
CONFIDENTIALITY NOTICE _ ‘ \\J
The information in this email is confidential tq@ ry/ intended op o\\hgggd/ressee(s), and may also be legally privileged. If you are not an intended
addressee: )
a. please immediately delete this email add ﬁoﬂiy{he]{reasury by retyrmen or telephone (64 4 472 2733);
b. any use, dissemination or copyir@ai igitrictly prohi% V be unlawful.
From: Simon Carey [mailto:Simon.Carey@parliament.govt.nz]
Sent: Thursday, 30 il 3:28 p.m:
To: Davin Hall [T:

Subject: RE: HBL ‘
g\ff /J%
Thanks Davin ‘\\&9

Simon Carey | Economic Ady
Office of Hon Bill English | Deputy Pfime*Minister, Minister of Finance
ildings, PO

7.6 Beehive, Parliament B Box 18041, Wellington 6160, New Zealand
T: 048179903 | _ 104 817 6501 | E: simon.carey@parliament.govt.nz
[Withheld under 59(2)(a)]

[
From: Davin HaIIk\'lg\sm/{*mailto:Davin.Hall@treasurv.qovt.nz]
Sent: Thursday, 30 April 2015 3:24 p.m.
To: Simon Carey
Cc: Ben McBride [TSY]
Subject: HBL Update

[SEEMAIL][SENSITIVE]
Hi Simon,

As mentioned this morning, our report on HBL is in the afternoon bag (final version attached for reference). We are
seeking a meeting with the Minister to discuss the report and wish to include the Chair of the transition group in this
discussion. | had a bit of a challenging conversation with the Chair this morning who made it clear she would like to
have an opportunity to discuss the proposal directly with MOF. There is a difference of opinion over whether the
operating model and performance measures are sufficiently developed to meet the Minister’s expectations and

1
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therefore whether the transfer of HBL's assets and liabilities should proceed on 30 June. We've heard a lot about
new ways of working and sophisticated mechanisms, but based on the documentation we are not convinced.

As this is a rather live issue at the moment there have been some developments today at the meeting of the HBL
transition group which arrived too late in the piece to include, but will be useful additional context:

- The transition group has agreed to modify the proposed process for approvals so that the Minister of Finance will
receive the its report next week when it is finalized (para 27 indicates this is an issue that would be raised).

- The transition group will be working to clarify the elements of the Newco operating model that the DHBs have
agreed to, and what is planned for the 90 day transition period. This should béhelpful for all involyed and will
hopefully inform a discussion with the Minister. S
(A
)
\’/

Happy to discuss. i% .
Regards, )

Davin

J
/

Davin Hall | Senior Analyst | The Treasury

Tel: +64 4 917 6195 | Davin.Hall@treasury.govt.nz % %\\\
CONFIDENTIALITY NOTICE D &

The information in this email is confidential to the Treasury, intend nlyfor the addressee(s a% also be legally privileged. If you are not an intended
addressee: -

a. please immediately delete this email and notify the Treasury% nemadil or telepho 73 2733);

b. any use, dissemination or copying of this email is strictly prohibite y/may be unl
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Report Back on the Future Implementation of Health Shared Services Business
Cases (State Sector Reform and Expenditure Control (& gommlttee QK@)

y \ “\ (‘/ A
SIN LY R,
Responsible Person: Ben McBride 917 6184 < § \\) 4\ \‘*/
First Contact Person: Davin Hall 917 6195 N /
oL
Purpose /> \

L%,

~“\

1. Alate SEC paper is seeking approval- f%m&cﬁqabhshm e\\a new dlstrlct health
board (DHB)-owned multi-parent SL{ mpany (Ne %ﬁfake over
responsibility from Health Benefi |m (HBL) for s ices in the health

sector. There are no fiscal im 1ca \aﬂsmg from%s

Comment /\\\ \

2. The Treasury support;;t ﬁherple of DI-LB\e\xQA{HUQ |ng greater ownership of the
projects currently bein a\ anced by HBL. The Interim Governance Group (IGG),
which was establlshe versee dueg%ug%&ee and transition planning, has delivered
a proposal for a DHB-ownéd multi paremé idiary company as the optimal vehicle for
accomphshlngtwﬁt ‘DHBs haVe uQanlmoust endorsed the Newco model.

3. Thedue d‘hgenqeyndertake %h\(GG has been positive and thorough, clarifying
the risks bﬁd by an HBL {rans t|o many of which will need to be managed whether

or not’ th&trarfsltlon occurs \dentifying mltlgatlon strategies. A significant amount
of work, cw?)ently underway; needs to occur prior to the transition date if the transition
@tao be successful. Zl'}he tlmeMmes to which the IGG are working also necessitate
Ks es belng Wto after the transition before they can be addressed.
R ogress has en made in advancing business case approvals since the IGG was
\@ ablished, but i is. giear that the benefits HBL had initially identified in the detailed
- business cases (| $759M) will not be fully delivered. At this juncture, partial
g adoph&rtizzebusmess cases appears to be the best-case scenario, with the possible

exceptio he National Infrastructure Platform. This is expected to deliver NPB

rf#ﬁ%f 2M to $409M over 10 to 15 years.
/S
5. YQ% co proposal is a significant improvement on the proposal presented to Cabinet
- n\NQ mber 2014 to use healthAlliance (FPSC) as the new shared services vehicle.
\We have a fair degree of confidence that the Newco can be established and manage
-the existing HBL functions and implementation of the four business cases (to the extent
they are approved). DHBs appear to be enthusiastic about the opportunity to own and
direct the entity and their engagement is likely to improve from the current state.

6. Inessence, the Newco will be a cooperative venture that will need to respond to the
interests of its owners and is by design limited in the extent to which it can drive
savings in the sector over their wishes. Where the interests of DHBs are aligned there
may be opportunities for additional savings, but achievement of the $700 million
savings target originally set for HBL is still likely to be several years away.

7. With the transition to a multi-parent subsidiary company owned by DHBs, the
government will lose significant leverage to drive shared services savings. While the
paper identifies a number of levers that will be used to maintain oversight and monitor
performance, the Minister of Health may need to use directive powers if DHBs do not
collaborate effectively.

Treasury:1120006v1 Page 1
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8.  DHB decisions related to the HBL Finance Procurement and Supply Chain programme
are likely to require changes in the valuation of HBL’s assets and liabilities that will

crystallise with the transfer of assets to the Newco. This will'have a flow on im on
OBEGAL in 2014/15.
o
\\J)
Treasury Recommendation @ \\/
RN
omm is paper.

9.  Treasury recommends that you support the rec tions in

)L

Page 2

Treasury:1120006v1
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From: Davin Hall [TSY]

Sent: Thursday, 25 June 2015 6:09 p.m.
To: 'Simon Carey'

Subject: HBL paperwork

[IN-CONFIDENCE]

Hi David

| just picked up the message that MOF will be out of the office a lot over the onth and to@ou of
anything on the way. There is some HBL paperwork in the pipeline that wi Fs appr{’ﬁ?l in next couple
of days (typically last minute stuff). Largely procedural but time sensiti \j\\

Regards, & N
Davin é\\ \%
\1\] %\x

Davin Hall | Senior Analyst | The Treasury f\
Tel: +64 4917 6195 | Davin.Hall@treasury.govt.nz *\ %\i\
CONFIDENTIALITY NOTICE %
The information in this email is confidential to the Treasury, intended/Gm r the'eddressee(s),and ma be legally privileged. If you are not an intended
addressee: —
urh.e 4

a. please immediately delete this email and notify the Treasury by r il or telephope (64 33);
b. any use, dissemination or copying of this email is strictly prohikited and) vful,
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