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Disclaimer 

EY ("Consultant") was engaged on the instructions of Northland District Health Board ("Client") to conduct 
an independent assessment of Whangaroa Health Services Trust ("Project"), in accordance with the 
engagement agreement dated 6 June 2018  including the General Terms and Conditions the (“the 
Engagement Agreement”). 
 

The results of the Consultant’s work, including the assumptions and qualifications made in preparing the 
report, are set out in the Consultant's final report dated 14 August 2018 ("Report"). You should read the 
Report in its entirety including any disclaimers and attachments. A reference to the Report includes any 
part of the Report. No further work has been undertaken by the Consultant since the date of the Report to 
update it. 

Unless otherwise agreed in writing with the Consultant, access to the Report is made only on the following 
basis and in either accessing the Report or obtaining a copy of the Report the recipient agrees to the 
following terms.  

1. Subject to the provisions of this notice, the Report has been prepared for the Client and may not be 
disclosed to any other party or used by any other party or relied upon by any other party without the 
prior written consent of the Consultant. 

2. At the request of the Client, the Consultant has prepared this Summary of the Report for release by 
the Client to other parties. 

3. The Consultant disclaims all liability in relation to any other party who seeks to rely upon the Report or 
any of its contents (including the Summary). 

4. The Consultant has acted in accordance with the instructions of the Client in conducting its work and 
preparing the Report, and, in doing so, has prepared the Report for the benefit of the Client, and has 
considered only the interests of the Client. The Consultant has not been engaged to act, and has not 
acted, as advisor to any other party. Accordingly, the Consultant makes no representations as to the 
appropriateness, accuracy or completeness of the Report for any other party's purposes.  

5. No reliance may be placed upon the Report or any of its contents by any recipient of the Report for 
any purpose and any party receiving a copy of the Report must make and rely on their own enquiries 
in relation to the issues to which the Report relates, the contents of the Report and all matters arising 
from or relating to or in any way connected with the Report or its contents. 

6. The Report is confidential and must be maintained in the strictest confidence and must not be 
disclosed to any party for any purpose without the prior written consent of the Consultant. 

7. No duty of care is owed by the Consultant to any recipient of the Report in respect of any use that the 
recipient may make of the Report. 

8. The Consultant disclaims all liability, and takes no responsibility, for any document issued by any 
other party in connection with the Project. 

9. No claim or demand or any actions or proceedings may be brought against the Consultant arising from 
or connected with the contents of the Report or the provision of the Report to any recipient. The 
Consultant will be released and forever discharged from any such claims, demands, actions or 
proceedings. 

10. To the fullest extent permitted by law, the recipient of the Report shall be liable for all claims, 
demands, actions, proceedings, costs, expenses, loss, damage and liability made against or brought 
against or incurred by the Consultant arising from or connected with the Report, the contents of the 
Report or the provision of the Report to the recipient. 

11. In the event that a recipient wishes to rely upon the Report that party must inform the Consultant and, 
if the Consultant so agrees, sign and return to the Consultant a standard form of the Consultant’s 
reliance letter. A copy of the reliance letter can be obtained from the Consultant. The recipient’s 
reliance upon the Report will be governed by the terms of that reliance letter.  



Introduction 

Whangaroa Health Services Trust (WHST) is a community owned and governed organisation 
based in Kaeo in the Far North district of Northland. WHST provides primary health care services 
(including health promotion) and aged residential care services. It receives a large proportion of 
its revenue from Northland DHB (NDHB), either directly or through Te Tai Tokerau Primary 
Health Organisation (TTTPHO).  

Since 2010, WHST’s expenses have consistently been greater than the revenue it receives. 
Consequently, the Trust has had an operating deficit each year, and has used its cash reserves 
to remain solvent. These reserves are expected to be exhausted in late 2018.  This situation was 
brought to NDHB’s attention in early 2018 and was recognised as an immediate threat to 
WHST’s financial sustainability.  

In addition, NDHB has had concerns about the quality and safety of WHST’s clinical services on a 
number of occasions over the past 8 years. These concerns have related to medical workforce 
shortages and high staff turnover, with consequent reliance on locums, and inability to provide 
robust after-hours cover. More recently, the DHB has received a number of emails from WHST 
staff and community members raising concerns about the internal operations of WHST, and the 
quality of care it provides.   

In light of this, EY was commissioned by NDHB, in partnership with WHST and TTTPHO, to 
undertake an assessment of WHST with the specific objectives to: 

► Assess the past, present and expected future performance of WHST to determine its clinical 
and financial viability 

► Identify factors inhibiting its performance and viability, and opportunities for improvement 
► Assess the validity of recent complaints and allegations by WHST staff and community 

members 
► Recommend actions to be taken by the NDHB, TTTPHO and WHST. 
 
During the course of the assessment, the Chair, a number of Trustees, and the Chief Executive 
(CE) of WHST resigned, along with long-serving medical and nursing staff.  
 
EY has provided NDHB with a report on its assessment. This document is a summary of that 
report. 

Stakeholder interview findings 

After reviewing relevant documentation provided by WHST, NDHB and TTTPHO, EY interviewed 
key stakeholders from the three organisations, a member of the local community who wished to 
present her concerns in person, and the CE of Te Rūnanga o Whaingaroa. Three main themes 
emerged from these stakeholder interviews: 

1. A disconnection between WHST senior management and Health Centre staff 

The absence of a clinical leader and a practice manager in WHST’s Health Centre has contributed 
to breakdown in strategic and operational relationships between WHST senior management and 
clinical staff. This is not a new situation, and was noted by external advisors in 2013 and 2016. 
However, it has intensified with WHST’s design and attempted implementation of a new model of 
primary care delivery, and increasing financial pressures. Health Centre clinical staff blame the 
relationship failure on management’s ineffective communication, lack of responsiveness, and a 
‘top-down’ style. Management regard the problem as resistance to change and unprofessional 
behaviour by the clinical staff. Stakeholders described the environment of WHST as “toxic”, and 
with a culture of blame.  

 



 

2. A history of poor financial management 

WHST’s poor financial performance is associated with the Board of Trustees’ (BOT) relatively low 
oversight and understanding of their financial position, compounded by management’s poor 
financial budgeting, analysis and reporting. Following NDHB’s decision to reduce the scope of 
services to be delivered by WHST, NDHB’s annual funding for WHST was reduced by $300,000 
from the start of FY17. At the same time WHST began implementation of the new model of 
primary care. However, the Board and management of WHST failed to develop budgets that 
would guide reduction of expenditure to match the reduced revenue, and the allocation of 
resources in line with the agreed new model of care (MOC).  

During this time the performance of Kauri Lodge had been improving, with increased numbers of 
beds and higher occupancy. However there is no evidence of understanding by WHST’s Board or 
management as to whether Kauri Lodge was financially viable. 

3. A locally focused governance structure 

A number of the stakeholders interviewed queried whether a local trust was the best structure 
within which to operate health services in Whangaroa.  

The Whangaroa community has a high level of interest in the Trust, and in maintenance of local 
health services – both for reasons of access, and because the Trust is an important feature of 
the local economy.  However, stakeholders suggested that this strong sense of community 
‘ownership’ has an unhealthy side, with personal attacks on Trustees and senior management, 
and - since the large majority of Trustees are also patients of the Health Centre - with debates 
between management and clinical staff about operational matters being conveyed to individual 
Trustees by some clinical staff members, thereby disrupting the separation of governance / 
management roles, and relationships between the Board and CE. In EY’s view, this reflects 
poorly on the professionalism of the Health Centre’s clinical staff. 

In addition, the WHST Trust Deed allows the BOT to co-opt additional Trustees to bring skills that 
complement those of elected members. However, it is apparent from the current financial and 
service crisis at WHST that skill gaps remain in areas that are critical for its success – finance, 
clinical services, property management, and aged residential care. Stakeholders suggested that 
co-opting such skills from outside Whangaroa was a way of also bringing independence and 
‘fresh thinking’. 

The new model of primary health care for Whangaroa 

During 2014 and 2015, a new MOC for Health Centre services was developed by WHST’s BOT 
and management. The model was intended to emphasise prevention and early intervention, and 
improved access for the ageing and dispersed small communities that characterise Whangaroa.  

Key components of the new MOC proposed to NDHB by WHST included: 

► Split of Whangaroa into three catchment localities, each with a ‘wellbeing centre’ 
► Split of the Health Centre staffing (general practitioners, nurse practitioner and nurses) into 

three catchment teams, each to serve one of the catchments 
► Development of clinic facilities at Matauri Bay and Taupo Bay to complement the existing 

Kaeo facility. 

The new model was planned for a phased 3-year rollout between 2016 and 2018, and described 
in the new Rural Health Centre (RHC) contract agreed with NDHB.  However, delivery of the new 
model proved challenging for WHST. It was modified in response to opposition from Health 
Centre staff and increasing financial pressures, and was ultimately abandoned when staff 
resources dropped below the critical mass required. Barriers to successful implementation of the 
model included: 



► The new RHC contract included a reduction in the range of services to be provided by 
WHST, and a $300k per year funding reduction on top of WHST’s existing deficit. The new 
MOC was launched without analysis by WHST of its cost implications. In EY’s view, WHST 
should have recognised the high likelihood that the new model would increase rather than 
decrease operating costs, given the need to establish and equip two new satellite facilities, 
and the additional direct and indirect costs of staff travel.  

► Health Centre staff (and particularly the nursing staff) were initially supportive of the new 
model, seeing it as offering the opportunity for nurse-led care and greater continuity of care 
for patients. However, over time the nursing staff came to regard the new MOC as a ‘top-
down’ imposition by WHST management. On the other hand, WHST management saw Health 
Centre staff as resistant to change and defending the status quo, and ultimately abandoned 
planning meetings as unproductive. 

► Creation of a dedicated clinical team for each of the three catchment areas would cut across 
longstanding relationships between particular Health Centre patients and clinicians. This 
brought an adverse response from both patients and clinicians to the planned MOC. The 
model was consequently modified with the WHST nursing team being aligned by catchment, 
and patients encouraged but not compelled to do likewise in their choice of GP.  

► The decentralised model also meant that the available clinical workforce was split across 
three sites. This was seen by at least some of the Health Centre staff as carrying the risk of 
clinical isolation, and the challenge of how to provide nursing or medical back-up in the 
event of the need for personnel to accompany an ambulance transfer to Whangarei, 
Kawakawa or Kaitaia. 

► Establishment of an appropriate facility for Matauri Bay (which was to be the first of the two 
satellite new clinics) proved difficult. An existing building was located but was assessed as 
structurally unsound; a relocatable building was then used but was considered by nursing 
staff to be unsuitable, and was abandoned by them in favour of the existing mobile unit. 
Internet connectivity also posed problems. A facility for Taupo Bay was not progressed. 

In EY’s view, key learnings for WHST’s future from the experience with the new MOC are: 

► WHST serves a relatively small enrolled patient population (around 3000), which creates 
natural limits to the size of the clinical team. The ‘three catchment’ model pursued by WHST 
lacked critical mass. A ‘hub and spoke’ model would have been more viable, providing a solid 
core of clinical staffing at the Health Centre, with outreach to the other communities.  

► Successful change to a MOC needs to be clinically-led, well-planned, adequately funded, and 
supported by the team that will be adopting it. WHST’s lack of a clinical leader, a clinical 
governance structure and a practice manager have been barriers to planning and adoption 
of the new model, as well as effective operation of the Health Centre.  

WHST financial analysis 

The last profit WHST made was in FY10.  Since then, WHST has incurred eight consecutive years 
of deficits, averaging $220k per year.  As illustrated in the Figure below, during this period, 
WHST’s reserves have reduced from $1.6m to $400k – noting that the $400k is overstated as it 
includes a $115k advance payment from NDHB, and the benefit from the balance of the unpaid 
debt to IRD of $150k.  WHST is only able to continue operating today as a result of support by 
NDHB and the IRD. This cannot continue. 

 

 

 



WHST’s cumulative deficit compared with its financial reserves 

 

The Table below sets out the financial performance of WHST at the end of each of the past three 
financial years. 

WHST financial performance 

NZ$000 Notes FY16 FY17 FY18 

Income  
 

   
ARC income 1  971  1,232  1,380  
Primary care income 2  2,455  2,398  2,461  
Other income 2  116  93  104  

Total income   3,542  3,723  3,945  

ARC expenses 3  (1,237) (1,205) (1,379) 
Primary care expenses 4  (1,771) (1,832) (1,688) 
Support service expenses 5  (278) (247) (342) 
Administrative expenses 5  (648) (657) (452) 
Total expenses   (3,935) (3,941) (3,861) 

EBITDA   (393) (218) 84  

Depreciation   (136) (128) (120) 
Retiring gratuity write back   196    
Net profit / loss 6  (332) (346) (36) 

 
As shown in the Table above: 

1. Kauri Lodge’s aged residential care (ARC) income increased significantly over the period of 
FY16 to FY18 as a result of WHST increasing the number of beds from 21 to 25 and 
increasing the occupancy levels to close to 100%, together with additional income in FY18 
as a result of the national pay equity settlement 

2. Primary care and other income held relatively steady over the period 

3. ARC expenses increased significantly in FY18 largely as a result of the pay equity settlement 
and consequential increase in wages for the aged care workers  

4. Primary care expenses dropped in FY18 as a result the resignation and non-replacement of 
clinical staff 

5. Support and administrative expenses dropped in FY18 due to a reduction in spending on 
buildings and grounds, and a large bad debt that occurred in FY17 not being repeated  
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6. WSHT incurred large deficits in FY16 and FY17, but these reduced significantly in FY18.  
However, while the lower level of clinical staffing in FY18 meant lower costs, it also meant 
the Whangaroa community experienced difficulty in accessing services, and that WHST was 
not able to meet all of its deliverables under its primary health care contracts with NDHB and 
TTTPHO. 

Primary care provides a strong financial contribution to WHST as a result of the surplus funds it 
generates from its RHC and PHO contracts. Despite the improvement in Kauri Lodge’s financial 
performance as a result of an increased number of beds and higher occupancy, it remains a 
significant financial drain on WHST. In effect, a surplus from the RHC contract is being used by 
WHST to compensate for the inability of Kauri Lodge to provide a contribution to overhead costs. 
This shortfall was $344k in FY17. Urgent consideration needs to be given to determining how the 
financial performance of Kauri Lodge can be improved so that it makes a sufficient contribution 
towards overheads and the overall financial performance of WHST. 

The Table below sets out the financial position of WHST at the end of each of the past three 
financial years. 
 
WHST financial position 

NZ$000  FY16 FY17 FY18 

Total current assets 
 768  589  699  

Total non-current assets 
 2,020  2,173  2,092  

Total assets    2,788  2,762  2,791  

Current liabilities 
 (530) (599) (658) 

Non-current liabilities 
 (16) (9) (9) 

Total liabilities    (546) (608) (667) 

Net assets   2,242  2,154  2,124   

 
   

Equity   2,242  2,154  2,124  

 
Net assets of $2.1m give the appearance of a strong financial position; however, for a number of 
reasons this is not the case.  WHST’s major assets are the property and buildings located at its 
campus on Omaunu Road, Kaeo. EY was advised that WHST has no ability to raise debt against 
the land and buildings due to an encumbrance on the title relating to when the land and building 
was first acquired. (However, we have not verified this, and recommend legal review of the title 
and Trust Deed.) We also note that the estate has had very little capital investment and only 
limited maintenance in recent years.  

An updated cashflow projection from WHST to the end of December 2018 (not reviewed by EY) 
forecasts that the Trust will not have sufficient funds to pay its debts as they fall due from the 
end of October 2018.  This assumes the RHC contract funds continue to be paid in advance by 
the DHB.  This projection should be closely monitored, particularly as WHST look to develop and 
implement a Recovery Plan in conjunction with NDHB and TTTPHO. We understand the BOT have 
received advice in relation to solvency issues, and it is important they keep this in the forefront 
of their minds. 

Corporate governance  

The key role of a board is to set strategy, and monitor performance and risk. To ensure this can 
be carried out effectively, a board requires an array of skills and expertise.  The individuals 
elected as trustees of WHST bring a passion for health services in Whangaroa.  However, based 
on our discussions with a number of Trustees and our observations from document review, we 
believe a number of issues have occurred in recent years which can be attributed to a lack of 
specific skills and expertise in key areas at BOT and / or management levels.  The issues that 
have arisen due to the absence of the required skills and expertise are described in the Table 
below. 



Key governance issues 

Issue Explanation 

Continual deficits and 
erosion of reserves 

WHST has been incurring financial deficits since FY10.  The acceptance of deficits 
has become normalised and has resulted in the erosion of substantial reserves 
previously held by WHST. Until very recently the BOT has assumed that NDHB 
would increase its funding to remedy the deficit. 

Reduction in funding 
and change in the MOC 

A change in MOC was introduced without any analysis of its financial implications, 
and preparation of a budget that would support management of costs within the 
reduced funding.   

Non-payment of IRD for 
an extended period 

No GST returns were filed by WHST for the first 6 months of FY16.  Payments were 
also missed between January and August 2017. The former CE and BOT members 
advised they were not aware of this until WHST received communication directly 
from the IRD.  This is a fundamental failing of financial management by WHST 
management and oversight by the Board.  A new financial service provider was 
engaged by WHST and an arrangement entered into with the IRD to remedy this 
issue, which resulted in $300k to be paid off over two years. 

Inadequate financial 
accounting and 
reporting 

The Board was receiving inadequate financial reporting to determine how WHST 
was operating, and whether the organisation was meeting its strategic objectives.  
No reporting was completed to determine how WHST was performing against 
budget.  There was also no challenge of management by the BOT to produce 
adequate reporting. 

Lack of understanding 
of where losses are 
being incurred 

While primary care and ARC financial performance are recorded to allow a gross 
profit from these divisions to be calculated, there is no allocation of overhead costs 
to determine a true level of profitability (or lack thereof) from these divisions.  The 
focus by management (overseen by the Board) was on reducing costs largely in the 
area of primary care, which ultimately compromised its ability to deliver for its 
community and funders. Instead, the focus should have been on driving revenue 
increases from ARC and determining whether more revenue could be obtained from 
WHST’s property assets. 

Property issues WHST’s key asset is the large property campus it owns.  WHST has incurred very 
little capital and maintenance expenditure in recent years.  There are a number of 
unutilised or underutilised buildings on the campus.  There is no-one on the Board 
working with management to consider how property usage and revenue for WHST 
can be maximised along with the necessary level of capital expenditure and 
maintenance. 

Clinical care issues An assessment by the TTTPHO Clinical Director and Nurse Director reported no 
significant issues with the Health Centre’s facility or equipment. However, they 
found that the absence of clinical leadership and practice management are having 
an adverse impact on the culture, performance and viability of the Centre. 

Independence WHST is in the unusual position of the majority of its Trustees also being patients of 
its clinical staff.  It is important that some Board members are appointed from 
outside the area to ensure a level of impartiality when making strategic decisions 
and monitoring performance, as well as supplementing local resources in ensuring 
the right BOT skill mix. 

 

In our assessment we have found the WHST Board to be lacking in following areas of expertise: 

► Financial / commercial 
► Clinical  
► Aged care 
► Property. 

In EY’s view, appointments to the WHST Board should be made to ensure these skills and 
expertise are present to complement the community representation of elected members. Given 
the magnitude of the financial management and reporting issues, we suggest the appointment to 
the Board of a Chartered Accountant, for at least an interim period, and a minimum of three 
appointees from outside the Whangaroa area to bring independent perspectives. 



In EY’s view, the majority of issues at WHST, including the breakdown in internal culture, stem 
from poor financial management and the Board’s oversight of this. We believe that had a person 
with appropriate financial expertise been on the BOT, these issues would have been detected 
and resolved significantly earlier and strategies implemented to ensure the ongoing viability of 
WHST.  

With the resignation of the former CE and appointment of an Interim CE, WHST should determine 
its strategic direction before appointment of a permanent replacement.  The future course of 
action determined by WHST and its funders may mean that the current level of management 
capacity is no longer required.  

Management 

EY’s assessment revealed significant weaknesses in all areas of financial management, including 
controls, accounting, reporting, budgeting and analysis.  This environment created the risk for 
non-compliance with IRD obligations, and ultimately led WHST to incurring $300k in arrears that 
went unnoticed for a significant period.   

WHST’s department heads did not receive financial information regarding their budget and how 
their areas were performing.  As there were no departmental budgets, department heads could 
not be held accountable for financial performance.   

With an external financial services provider progressively taking over the finance function of 
WHST from late 2016, significant improvements were made in reporting of actual results. 
However, further improvements are needed including ‘bottom-up’ integrated profit and loss and 
cashflow budgets with input from heads of department, and regular comparison of these 
budgets with actual results. It is also important that the Board has direct regular communication 
with the individual overseeing the delivery of financial services to provide advice and answer 
questions.  

Planning assumptions 

In developing and assessing the future options for the various parties (NDHB, WHST and 
TTTPHO), EY has made the following assumptions: 
 
► The future options will be considered by the collaborative Interim Action Committee (IAC), 

with reference to the boards of each of the three participating organisations 

► All parties will work together as far as possible to secure the future availability for 
Whangaroa residents of primary health care and ARC services located in Kaeo 

► NDHB will continue as the predominant funder of services in Whangaroa through: 

► A refreshed RHC contract 
► The national ARC contract 

► TTTPHO will continue as the funder of general practice services in Whangaroa through the 
PHO Services Agreement 

► NDHB will allocate additional funding to WHST (as either a grant or a loan) to ensure the 
solvency of WHST pending agreement on a Recovery Plan, if this is required  

► NDHB is responsible for decision-making about the continuation of a zero co-payment policy 
for general practice services delivered to enrolled patients in Whangaroa, and consideration 
of this matter is outside the scope of EY’s assessment 



► WHST will remain as the owner of the Kaeo property. In the event that a decision is made to 
contract with a new supplier of primary care services, the Health Centre would continue to 
operate on the WHST campus in Kaeo 

► Encumbrances on the land title and aspects of the Trust Deed may limit WHST’s ability to 
borrow against its land and building assets. Through the IAC, the parties should consider 
obtaining legal advice on these and related matters 

► All clinical equipment, building and facilities and IT are up to an appropriate standard, while 
noting the forecast need for significant repairs to the main building in the next 2-3 years. 

Immediate priorities 

EY suggests that the immediate priority is to resolve the current state of the Trust’s governance, 
executive and clinical staffing. Three key areas have been identified by EY of critical importance 
for the immediate future as shown in the Table below. 

Governance Clinical Financial 

Ensure key skills and experience 
are present in the WHST BOT 
through co-opting members from 
outside the Whangaroa 
community 

Secure sufficient clinical staff for 
the next 3-6 months 

Confirm the year-end position for 
FY18 

BOT skills to include: 

► Financial / commercial 

► Clinical  

► Aged care 

► Property 

Allocate at least 0.2FTE of a 
senior doctor’s time to clinical 
leadership of the Health Centre 

Confirm a budget for FY19 for 
WHST by major cost centre 
(Primary Care; ARC; Support 
Services). The budget needs to 
include profit & loss and cashflow 

Review readiness for the 
intended elections (August) and 
determine whether holding these 
at this time is a priority 

Focus service delivery on the 
Kaeo campus in the interim, 
while considering the longer-
term MOC  

WHST to obtain short-term 
transitional funding support from 
NDHB to allow time to develop 
and agree a Recovery Plan, and 
to determine the preferred 
longer term pathway 

  Strengthen financial and non-
financial reporting to the Board 
and management 

  Ensure sufficient financial 
expertise is in place at 
management and governance 
levels to review and advise on 
financial performance 

  Prepare a feasibility study that 
considers the potential expansion 
of Kauri Lodge capacity and 
relocation of the Health Centre, 
and sources of funding for this 

  Undertake a review of all 
buildings on the site, and 
determine options for maximising 
utilisation and revenue for WHST 

 

Longer term options 

In identifying actions that the three parties – WHST, NDHB and TTTPHO – could take to move to a 
sustainable position, EY has identified two broad options and multiple variants within each of 



these. In assessing these long-list options, EY undertook a SWOT analysis, and applied three 
assessment criteria to the options:  

► Potential to improve service sustainability 
► Potential to achieve financial sustainability 
► Likelihood of acceptability to the Whangaroa community. 

Application of the SWOT analysis and assessment criteria identified a short-list for further, more 
detailed consideration by the parties through the AIC. This process is likely to include 
consultation with the Whangaroa community. 

The short-listed options are described in the Table below. 

Short-list of preferred options 

Option name Brief description / steps 

Option A: Strengthened 
status quo 

1. WHST remains as the property owner and operator of ARC and Health Centre 
services 

2. An Interim and then a new CE is appointed 

3. Short-term transitional funding support for WHST is provided by NDHB, 
pending development of an agreed Recovery Plan in line with the preferred 
option 

4. The election is postponed so that the Trust Deed can be reviewed by WHST and 
NDHB to ensure that high-skill trustees can be co-opted with confidence 

5. A revised primary care MOC and an implementation plan are agreed with and 
funded by TTTPHO and NDHB 

6. A feasibility study for expansion of Kauri Lodge and relocation of the Health 
Centre is carried out, including identification of funding options 

7. NDHB funding of WHST’s Kauri Lodge continues at an agreed level of 
supplement above the national contract to ensure viability 

8. WHST to review all its buildings and land holdings to determine options for 
maximising utilisation and revenue for WHST 

Option B: Split function 
– new Health Centre 
operator  

1. WHST remains as property owner and ARC operator 

2. Short-term transitional funding support for WHST is provided by NDHB, 
pending development of an agreed Recovery Plan in line with the preferred 
option 

3. NDHB and TTTPHO determine their primary health care service requirements, 
and go to market for a new Health Centre operator 

4. NDHB agrees the RHC services and funding with the new operator 

5. A feasibility study for expansion of Kauri Lodge and relocation of the Health 
Centre is carried out, including identification of funding options 

6. WHST enters into a lease with the new Health Centre operator 

7. WHST to revise its management structure to reduce overhead costs and align 
with its changed role 

8. NDHB funding of WHST’s Kauri Lodge continues at an agreed level of 
supplement above the national contract to ensure viability 

9. WHST to review all its buildings and land holdings to determine options for 
maximising utilisation and revenue for WHST 

 
In EY’s view, Option B scores more strongly in relation to clinical and financial sustainability. 
Option A may be preferred by the Whangaroa community for reasons of local accountability; 
however, the community may also recognise the importance of a new approach to the future 
clinical and financial sustainability of Health Centre services, given WHST’s unreliable 
performance in these domains. 
 
WHST is currently not in a long term sustainable position, either financially or clinically. Unless it 
is able to satisfy its funders of its ability to turn this position around in a timely manner, and 
demonstrate its capability to deliver sustainable primary health care services (including 
achieving contracted deliverables), then EY considers Option B to be preferred. 



Recommendations  
 
EY’s recommendations are presented below. These recommendations are for short term actions 
that will lay a solid foundation for the longer term. As the longer term future direction is 
determined by the three parties over coming months, the recommendations below will need 
review and modification to ensure continuing alignment.  
 

 

 

 
 

  

Recommendations: Governance 
► Appoint Trustees with appropriate financial, property, clinical and aged care expertise   
► To the extent any of these appointees will take time to appoint, external advisors should 

be engaged 
► Ensure at least three members of the Board do not reside in the WSHT catchment area 

and are not patients of the Health Centre 
► Establish a project team to assess the feasibility of expanding the capacity of Kauri 

Lodge and relocating the Health Centre 
► Review readiness for the Board elections, and determine whether to proceed at this time 
► Review the decision of the previous Board to seek ‘Maori health provider’ status, and 

determine whether to pursue this  

Recommendations: Access to financial services 
► Review WHST’s additional service requirements from the outsourced financial services 

supplier for FY19, and determine if that supplier has the ability and capacity to carry out 
these 

► Ensure the external financial services supplier (or an alternative such as a ‘virtual CFO’) 
has a direct communication line to the Board and participates in all Board meetings 

Recommendations: Budgeting and forecasting 
► Prepare a ‘bottom-up’ integrated profit and loss and cashflow monthly budget for FY19 

with the input of senior management and approval by the Board 
► Carry out a quarterly review of the budget and if there are significant departures from 

the original budget then a reforecast should be prepared 
► While WHST remains in financial difficulty, continue to update a detailed 16-week rolling 

cashflow forecast on a weekly basis 

Recommendations: Reporting 
► Institute regular monthly financial reporting, with each report to include: 

► Financial performance by department and overall with comparison to budget and 
prior year 

► Commentary on any material variances 
► Cashflow reporting vs budget with variance commentary on non-operating cashflow 
► Financial position with comparison to prior month with commentary on material 

movements or changes 
► Aged accounts receivable and accounts payable with commentary on any material 

ageing 
► Financial reporting to be shared with department heads and the Board 
► Management to prepare and maintain a risk register with mitigation actions, and report 

regularly to the Board on this 
► Management to prepare reports for funders as required in contracts, and ensure these 

reports are considered by the Board prior to submission 



 
  
    
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Recommendations: Primary health care – short term actions (up to 6 months) 
► Focus primary care service delivery on the Kaeo campus  
► Maintain The Pā as an initiative to promote healthy lifestyles 
► Review the rationale for, and feasibility and priority of The Hubb 
► Assess progress with and viability of the first responder, social work and diabetes 

services and contracts 
► Fill essential medical and nursing vacancies to meet community demand, benchmarked 

levels, and contractual obligations  
► Appoint a part-time clinical director  

 

Recommendations: Property assets 
► Undertake a review of all buildings and land, and determine options for maximising 

utilisation and revenue for WHST 
► Complete a detailed assessment of all significant maintenance and capital expenditure 

required and estimate the costs of this  

 

Recommendations: Kauri Lodge 
► Prepare a feasibility study that considers the potential expansion of Kauri Lodge 

capacity and relocation of the Health Centre, and sources of funding for this  

 

Recommendations: Managing the transition (up to 6 months) 
► Continue to work collaboratively through the Interim Action Committee 
► Negotiate transitional funding support from NDHB for WHST to allow time for the 

short-term actions, determination of the longer term direction, and development of an 
agreed Recovery Plan 

► Determine the preferred longer-term arrangements, informed by EY’s options analysis 
► Develop an agreed Recovery Plan for WHST in line with the short-term actions, 

duration of transitional support, and the preferred longer term direction 
► Ensure regular joint communications to the Whangaroa community and other 

interested parties, and consultation on the preferred option  



Glossary 

The following abbreviations are used in this report: 

Abbreviations Long form 

WHST Whangaroa Health Services Trust 

NDHB Northland District Health Board 

TTTPHO Te Tai Tokerau Primary Health Organisation 

ARC Aged residential care 

MOC Model of care 

BOT Board of Trustees 

RHC Rural Health Centre 

GP General practitioner 

NP Nurse practitioner 

IAC Interim Action Committee 

CE Chief Executive 

VLCA Very low cost access 

HCH Health care home  

AAS Admin & Accounting Solutions Ltd 

STV system Single transferrable vote 

MDT Multi-disciplinary team 

FTE Full-time equivalent 

EBITDA Earnings before interest, tax, depreciation and amortisation 
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