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Key to redaction codes:

e section 9(2)(a), to protect the privacy of individuals;

e section 9(2)(f)(iv), to maintain the confidentiality of advice tendered by or to Ministers
and officials; and

e section 9(2)(g)(i), to maintain the effective conduct of public affairs through the free and
frank expression of opinion.
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Restructure of Vote Health appropriations
to support Health reforms

Security level: IN CONFIDENCE Date: 06 December 2021

To: Hon Andrew Little, Minister of Health

Hon Grant Robertson, Minister of Finance

Cc: Hon Chris Hipkins, Minister for COVID-19 Response
Hon Dr Ayesha Verrall, Minister for Seniors, Associate Minister of Health
Hon Peeni Henare, Associate Minister of Health

Hon Aupito William Sio, Associate Minister of Health

Purpose of report

1 This briefing seeks approval from the Ministers of Health and Finance to finalise the new
appropriation structure for Vote Health for 2022/23 and outyears, to give effect to the
decisions confirmed by Cabinetin SWC-21-MIN-0157 Health and Disability Reform:
National Budget and Funding Settings [CAB-21-MIN-0430 refers].

2. After the new appropriations have been agreed and established, fiscally neutral transfers
of existing funding baselines ffom the current appropriation structure to the new
appropriation structure will be submitted for your approval in the budget technical
financial recommendations:process in April 2022. These transfers will reflect the agreed
functional splits from 1July 2022 between the Ministry of Health and the newly
established Health New Zealand and the Maori Health Authority.

3; Work is also underway to develop the performance measures and intention statements to
suppart the.new appropriation structure required for the 2022/23 Estimates of
Appropriation for Vote Health.

Summary

4. In October 2021, the Cabinet agreed in principle the overall approach for a new
appropriation structure for Vote Health from 2022/23, as part of the national budget and
funding settings under the Health and Disability System Reform [CAB-21-MIN-0430
refers].

5; Cabinet also authorised the Ministers of Health and Finance to jointly finalise the
appropriation structure for Vote Health, establish new appropriations as required, and
reallocate existing funding from current appropriations into the new structure, reflecting
the agreed functional splits.
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Related matters

22. A new appropriation is also required for the Combined Pharmaceutical Budget, currently
funded by DHBs (from their DHB NDE appropriations) for the purchase of pharmaceuticals
by PHARMAC. This allows funding to be provided directly to PHARMAC for
pharmaceutical purchasing. This matter is discussed later under the Pharmac heading in
this briefing.

23 Appropriations for non-departmental capital funding for health sector infrastructure are
also separately discussed later in this briefing.

24. Cabinet decisions on the Disability System Transformation will also transfer disability
services commissioning responsibility from the Ministry of Health to the Ministry for
Disabled People. This will disestablish the National Disability Support Services' NDE
appropriation, transferring its baselines to Vote Social Development [CAB-21-MIN-0395
refers]. In addition, some departmental baselines relating to the’commissioning of these
services and other supporting functions will also transfer. There is'currently a Legal
Expenses appropriation in Vote Health to defend and settle health and disability sector
claims. This will be reviewed to see if any of the appropriated funding should also
transfer.

Appropriations for the Maori Health Authority

25. The Pae Ora (Healthy Futures) Bill alse establishes the Maori Health Authority. The Maori
Health Authority is responsible for:

° (with Health New Zealand) ¢o-commissioning and planning kaupapa Maori services,
and monitoring thegperformance of the system for Maori

° (with the Ministry.of Health) preparing national strategies and advice for the Minister

of Health:
26. S9(2)(F)(iv) \
Ac)
27 In accordance with Cabinet’s decision on the budget holding responsibilities for the Maori

Health Authority [CAB-21-MIN-0430 refers] and as indicated in paragraph 20 above, some
funding will be transferred to the Delivering hauora Maori services NDE appropriation from
the following existing baselines:

o departmental expenditure (DE) appropriations, for functions transferring from the
Ministry to the Maori Health Authority

° the existing twenty DHB NDE appropriations

o the NDE appropriations providing non-devolved funding for nationally contracted
services.
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Table 2: Appropriations proposed for the Maori Health Authority from 1 July 2022
Type of Scope of the
Appropriation Title Appropriation | Use Appropriation
Delivering hauora Non- Provides operating funding for | This appropriation is limited
Maori services Departmental | the Maori Health Authority’s to | to developing, implementi
(new) Output discharge its responsibilities and delivering hauora Maori
Expenses including co-commissioning of | services, supporting the
kaupapa Maori health services | development of hauora
with Health New Zealand. Maori providers, de
partnerships with i
commissioni upa
Maori servic er
service lo r
Maori, an related
services.

Appropriations for the Minis Ith

28. The Pae Ora (Healthy Future ontinues the Ministry of Health's role as chief steward
of the health system with on strategy, policy, regulation and monitoring. A new
Public Health Agency is a ed as a departmental agency within the Ministry to
provide system |éa ip for public health.

29. In accordance inet's decision in March and October 2021, several operational and
service commissio ons currently performed by the Ministry will transfer to Health
New Zealand and dori Health Authority [CAB-21-MIN-0092 and CAB-21-MIN-0430
refer]. e :

. istry's commissioning of nationally contracted services using non-devolved
9

e Ministry's Sector Operations® functions (operating in Wellington, Whanganui and
Dunedin) that are expected to transfer to Health New Zealand

the provision of health information systems currently provided on behalf of the
sector.

2 Sector Operations manages contracts and payments for commissioned health and disability services and claims for

pharmaceutical and non-pharmaceutical medical and medically related services.

Briefing: HR 20212335 | DPMC-2021/22-1008 10











































4 DEPARTMENT OF THE MINISTRY O
i: PRIME MINISTER AND CABINET HEALTH

TE TARI O TE PIRIMIA ME TE KOMITI MATUA MANATU HAUORA

82. Reportable outputs are key to monitoring and tracking expenditure and performance in
Government priority areas, and allows us to more directly assess how funding is
translating to actual service delivery and its subsequent impacts against key indicators. For
example, separate reportable outputs for -

o mental health would improve oversight of the delivery of mental health services

. public health services will enable us to ensure that funding is “protected” for these
services which have historically been de-prioritised in favour of more immediate and
tangible needs.

83. In the case of non-devolved funding (ie, funding in non-DHB appropriations$uch as
National Mental Health Services NDE), non-financial performance information:is currently
expressed in the annual Estimates of Appropriations and the Ministry’s‘OutputPlan. As
responsibility for these services are being transferred from the Ministry t6 Health New
Zealand and the Maori Health Authority, we expect the non-financial perfarmance
information in the Estimates should reflect the ex-ante performance expectations set in
their SPEs and their reportable outputs.

84. The Ministry of Health and the Transition Unit will work with the interim boards of Health
New Zealand and the Maori Health Authority to define the reportable outputs and
develop the SPEs in early 2022. This is a joint process, in which the Minister of Health has a
role particular through the confirmation of the'SPEs for Health New Zealand and the
Maori Health Authority. We will provide you with further advice on the proposed
groupings of reportable outputs when they become available. We are also very conscious
of the need for greater transparency‘and accountability for the four main non-
departmental expenditure appropriations listed in Table 10 (page 22).

85. To meet the deadlines for préducing the 2022/23 Estimates of Appropriation, we expect
the Estimates will simply state that Health New Zealand’s and the Maori Health Authority’s
ex-ante performance information will be expressed in their respective SOls and SPEs
(which, in turn, are likely torbe finalised only after the Estimates are finalised).

86. While normally there is also a requirement for the Minister of Health to table SPEs and
SOls in the House of Representatives, the Crown Entities Act 2004 does not set a deadline
for tabling these ex-ante accountability documents for newly established entities in their
first yéar of.operation (ie, Health New Zealand and the Maori Health Authority). The Act
allows the Minister to set a timeframe for SOIs and SPEs to be ready, but it requires these
ex-ante accountability documents to be prepared as soon as practicable.

Ex-post performance reporting (non-financial) for HNZ and MHA appropriations

87. Quarterly and annual reporting are typically the mechanisms through which Crown entities
report intra-year and year-end performance information to Ministers. These usually report
against expectations set in their SOIs and SPEs. The Crown Entities Act 2004 also requires
the Minister responsible for the Crown entity to present the entity’s annual report to the
House of Representatives.
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