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1 Executive Summary

1.1 Purpose

One of the expected outcomes of this programme is to deliver hard savings as
a result of improving the value for money the Crown receives on its
expenditure.

1.2 Strategic Context - Social Assistance Procurement

In 2009, the Government initiated the Government Procurement Reform
Programme, to reform State Sector procurement policy and practice. A key
objective is to achieve savings by reviewing government expenditure to
achieve better value-for-money.

The Government spends around $18 billion-each year on social assistance
delivered by MSD. In addition to main benefits, superannuation .and veterans’
pensions, supplementary assistance is-available to meet additional costs,
assist people in particular circumstances, and.to alleviate hardship. Around
$2.5 billion per year is spent on supplementary assistance.. Seme areas of
supplementary assistance are currently under review or.are already tightly
targeted. Others presentopportunities to impreve value-for-money.

On 25 October 2011, Cabinet directed MSD to-commission an independent
review of the way that MSD.procures goods-and services for welfare
recipients [CAB Min(11)-39/8 refers]. This review followed work on an
initiative by MSD-to accredit medical-alarm suppliers, which has saved around
$8 million per-year.” PMMS Consulting Group (a global procurement solutions
company) was engaged to. undertake this review. PMMS identified a number
of areas of expenditure as potential areas where preferred supplier
arrangements could be beneficial, in particular, power, food, gardening
services, optical products, and whiteware.

In Budget 2012, the Government announced ongoing procurement targets of
$16.5 million in. 2012/13 and $21.5 million in out years (totalling $80 million
over the forecast period).

To support meeting these targets, changes are required to MSD procurement
of goods and services for welfare recipients. On 30 July 2012 Cabinet [CAB
Min (12) 26/6 refers] agreed enabling legislation to implement these
proposals, namely introducing preferred supplier arrangements for areas of
social assistance expenditure where MSD clients purchase a high volume of
similar goods or services, and increasing control over the price and quality of
those goods and services and allowing MSD to decide whether and how it
funds non-medical costs through DA, including the extent to which these costs
are funded.

Cabinet also agreed that MSD will report back on to Cabinet in December
2012 with specific proposals for achieving Budget 2012 savings targets.



1.3 Context — Hardship Assistance for Optical

The Ministry of Social Development has identified a number of categories
within the hardship assistance arena where better value for money can be
achieved. This paper identifies the opportunities available to achieve better
value for money for the provision of optical goods and services.

1.4 Objectives

The main objectives are to:

1. Reduce cost to the Crown by reduction of client borrowing

2. Reduce cost to the client

3. Reduce frontline processing time

4. Improve control over price and quality of goods and services

1.5 Key Findings

If MSD do nothing, over the next five years, circa:

Optical hardship assistance payments for the period will-total $XX.X
million

$4.7m increase in optical hardship assistance paid

Average optical transaction value increasing by. 15% from $461 to $529
by the end of year 5

3,400 more transactions to process

1,700 hours-additional Frontline processing time required

1.6 Preferred.Solution
Accredited suppliers for the provision of services:

Fixed cost eye examination, price set by age range

Prescribing criteria set and agreed with New Zealand Association of
Optometrists (NZAO)

Price controlled, low cost OTC hobby spectacle range available from
accredited suppliers (similar to ranges in Warehouse, pharmacies etc.)

Contact lenses restricted to clients who, for medical reasons, cannot
wear spectacles and qualify for MoH subsidy — MSD to pay only the
balance above subsidy amount

Preferred supplier(s) for the fabrication and supply of optical goods:

Single vision, plastic stock lenses as default

Negotiated percentage reduction in price of frames, lenses
No coatings (scratch resistant front and back as standard)
Set range of frames within restricted price range

New lenses fitted to old frames unless not possible due to frame
sizeltype



Compulsory for client to purchase optical goods and services from selected
suppliers if using hardship assistance

The key characteristics are:

The Crown using its purchasing power to leverage price discounts on
the optical products our clients purchase

Clients meeting their optical needs from a restricted product range

Fixed, low cost, eye examination — as per a recommended frequency

1.7 Benefits - REWORK NUMBERS WITH DAN BASED ON

OPTION 5

If MSD implement the preferred option (likely discount scenario), over the next
five years, circa:

Optical hardship assistance payments for the period will be reduced to
a total of $XX.X million

$16.2m reduction in optical hardship assistance paid

Average optical transaction value reducing by 31% from $461 to $320
by the end of year 5

5,000 less transactions to process

2,460 hours less frontline processing time required

This option would provide the optimum reduction in cost to Crown and cost to
clients:

Using the leverage of volume for goods and fabrication, the Ministry
could-negotiate on price

Provide geographical coverage appropriate to client location

If OTC hobby spectacles were made available at accredited suppliers
clients seeking an eye examination and being prescribed reading
spectacles could select from this low cost range

Client. would receive the eye care they require whilst reducing cost to
client.and the Crown

Data from supplier(s) would enable more accurate forecasting and
product knowledge for ongoing procurement requirements / exercises.

Remove the potential for up-selling through:
o removing incentives to convert to sale
o restrictions on product range
o clear guidelines on appropriate prescribing
o auditable prescribing records

The benefits to Crown include:

A reduction in cost of hardship assistance for optical goods and
services

The benefits to the Ministry include:



e Simpler process for case managers
e Clear legislation, policy and operational policy
e A reduction in administrative time and associated costs

e Client and the Ministry understand when it is appropriate to apply for
this hardship assistance

e Supplier reporting and data analysis is available
e Improved control over, and oversight of, clients’ expenditure
The benefits to clients include:

¢ Clients can access hardship assistance for immediate and essential
needs for optical goods and services appropriate to their needs

e Clients receive eye examinations and/or spectacles, contact lenses-at
a competitive price

e Spectacles are functional and fit for purpose
e Clients hardship count is not adversely impacted by multiple
transactions for one item
1.8 Impact
Some of the risks or challenges in implementing the preferred option are:

e Legislative and policy change is required to.allow preferred supplier
arrangements for restricted goods ‘and services purchased through
one-off-hardship assistance

e Clientschoice regarding supplier; range of goods and services, is
restricted

¢ __Clients will not'be ableto access hardship assistance to purchase
cheaper products such as those on special offer or loss leaders

¢ Limited savingsto Crown due to recoverable nature of the expenditure

1.9 Approach-to'Market

The procurement approach will be a multi stage RFx process involving two
stages; Expression of Interest (EOI) and, dependent on the outcome of Stage
One; The Ministry will engage in discussions with interested supplier(s) or
issue-a Request for Tender (RFT).

To ensure the market is aware and actively engaged in MSD’s approach to
market a planned delivery facilitated through the NZAO will take place.

Stage One will comprise two Expressions of Interest:
Accreditation for the Provision of Optical Services
e Clinical Services, comprising all services that involve client interaction:
a. Eye examinations
b. Prescriptions
c. Dispensing (fitting and adjustment services)



d. Aftercare services and support

e. The sale of contact lenses, when client qualifies for Ministry of
Health Contact Lens Subsidy

f. The sale of OTC hobby spectacles

Clinical services require physical interaction between the client and supplier
and can only be delivered by a qualified registered optometrist. Accordingly
only suppliers meeting those legal requirements will be considered.

Also included will be the sale of contact lenses, where covered by MoH
Contact Lens Subsidy, and OTC hobby spectacles.

The Provision of Optical Goods and Fabrication Services

Respondents will be requested to express their interest.in providing either one
or both of the following:

e Laboratory Services, comprising making up prescriptions into the
finished product by supplying and fitting intothe frames:

a. Lenses
b. Finishes

e Optical Goods, comprising the supply of:
a. Frames

The manufacture and supply. of goods does not require physical interaction
between client and supplier.” Goods supplied have to meet relevant ISO
Standards; howeverthe supplier does not have to be a qualified registered
optometrist and the number of suppliers who can supply the goods is
potentially larger as operations can be delivered from either New Zealand or
overseas.

This sends a clear message that the Ministry is seeking to achieve maximum
savings-on goods and will .censider several options to meet this outcome.

In.addition, un-coupling. clinical services from the sale of optical goods will
facilitate greater.competition and increase the number of potential interested
suppliers.

1.10.Conclusion

The ‘Ministry can expect to achieve significant gains in the delivery of optical
goods and services via hardship assistance through:

e Accreditation for fixed price optical services

e Contracted supply of goods and fabrication with negotiated savings
e Prescribing and dispensing measures, controls and restrictions

e A restriction on product range

e Changes to policy and guidelines

10



2 Purpose

The purpose of this document is to provide a category review as it relates to

costs incurred by the Ministry for funds provided to clients enabling them to

receive optical goods and services via hardship assistance. This paper
includes an overview of:

2.1

the background of this hardship category

MSD’s business needs

the optical market in terms of demand and supply

MSD’s clients

products and pricing

the challenges to delivering a national service

the challenges in accurately determining what we are-purchasing
the strategic options

the preferred option that will-best meet MSD’s business needs
the financial implications. of delivering the preferred option
how success will be recognized in practice

the activities that need to occur prior to_market engagement

Business nheeds
Supplier /in-house reporting that is relevant, timely and accurate
A streamlined system capable of supporting end to end process
Simple quote and/or order process
Effective implementation plans
Policy andlegislation that supports desired best practice
Before and after sales support

Goods and Services that meet all legislative compliance and quality
standards

11



3 Background

3.1 Hardship Assistance - Procurement

On 25 October 2011, Cabinet directed MSD to commission an independent
review of the way that MSD procures goods and services for welfare
recipients’.

Approximately $220 million is paid annually in one-off assistance payments
covering 22 categories.

PMMS Consulting Group (a global procurement solutions company) was
engaged to conduct an independent review of the way MSD procures goods
and services for welfare recipients.

PMMS identified a number of areas within hardship assistance where
preferred supplier arrangements could deliverbetter value for money. Optical
assistance was one of the areas identified.

3.2 Hardship Assistance - Optical

Under the Social Security Act 1964 the Ministry can grant one-off hardship
assistance to eligible clients who are experiencing hardship for the purchase
of essential items. Included under the category-of hardship assistance are
optical goods and services?.

The cost of providing hardship assistance for optical goods and services is
approximately $8 - $9 million per annum3,

The size of the optical market in'New Zealand for optical goods and services
is estimated at $150-160 million‘per annum*. MSD client expenditure on
optical goods and services via-hardship assistance represents approximately
5% of the total market.

Those who may.be eligible for hardship assistance include:

o people.earninglow incomes from employment

e people'receiving a pension or main benefit from Work and Income.
Hardship assistance may be:

¢ _Paid to the client, or to another person or organisation who provides
goods or services to the client, direct or via a payment card

e Recoverable or non-recoverable. Clients are required to repay
recoverable assistance back to Work and Income.

Hardship assistance is paid as a one-off payment to meet specific essential
expenses. The current maximum cumulative limit for optical, dental and
hearing aids is $1,000.

" CAB Min (11) 39/8

2 Until earlier this year, MSD did not record the granular detail of payments that specifically related to
optical assistance, as these payments were part of a broader assistance category which also included
assistance for dental work and hearing aids

3 MDS data: 1 November 2009 — June 2012

4 Excluding off the shelf purchase i.e. from pharmacies and large retailers such as The Warehouse and
Farmers

12



This assistance can be provided as a:

o Special Needs Grant (SNG)

Special Needs Grants are non recoverable hardship assistance
payments made to beneficiaries and non-beneficiaries.

¢ Recoverable Assistance Payment (RAP)

Clients may have access to hardship assistance payments up to a
maximum value of six weeks’ worth of an Invalid’s Benefit or the
maximum amount allowed for a specific hardship category. e

Recoverable assistance payments provide non-taxable mterest—free
recoverable financial assistance to non-benefi C|ar|es L%

¢ Advance on Benefit being received by the cllent (Advance or ADV)

Clients may have access to hardship assnstance payments upto. a
maximum value of six weeks of the apperr;ate benef t to be r.écewed

N

or the maximum allowed for a spemﬂc catégory NV

Advances on benefits provide nanktaxable mterest ﬁ:eé recoverable
financial assistance to beneﬂclanes \

The three key elements of the ehglb}lity assessment for alP three forms of
hardship assistance are: :

. Immediate and essent‘al need

In order for a client to be conSldered forhardsmp aSS|stance they must be
able to identify a paﬂicularummedlateandlor emergency need for an essential
item or serwce Consideratlon must be given'to all the circumstances and
other sources of mcome avaltableto the client. Other than a client being a
beneﬂuary ornon benef|C|a(y\ t~he qualifying criteria that determines if the
aSSIsIance prOvrded is- récovérabie or non recoverable is if the client has an
essenﬁal Qr,emergency heed ‘and all other sources of funding have been

) a;_'_f‘-\.\exhausted In thls case the ‘assistance will be an SNG. All other assistance

-w1|| be‘enher an advanqe or RAP.

N In@me and c‘ash asset test

N s ‘To be ellgible for hardshlp assistance the families’ income must be below the
) llmlts specjfled’ in the table below (limits as at 1 April 2012).

A , "\.

Gross
R Family circumstances weekly

income limit

1 Single,16 - 17 years $468.23
| Single, 18+ years $538.15
Married, civil union or de facto couple (with or without children) $781.62
Sole parent, 1 child $653.01
Sole parent, 2+ children $687.98
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i‘i‘g?‘éb" B‘?ﬁeﬁ*w N 7315501 8 - 1,849 48 0.3% 461
Recc}vgraﬁle/ % \\_\\\\\ >
<[ assistance Payment — - 857 | 398,837 30-1,465 13 15% 465
P c\ E
PPN \recovgmp JN 3
g v
i\\/ % SbQCféI Needs Grant > | .~
/—- _ )
ot d psmecove rgble > \:;/380 174,935 12-1,240 10 26% 460
\“/ “m,»; Totalg” > \\\| § 17,101 7,889,273 8-1,849 71 0.4% 461
\\\>

\

3,
ey \

To be eligible for hardship assistance the families’ defined cash assets must
be below the limits specified in the table below (limits as at 1 April 2012).

Family circumstances Asset limit

$1,025.11

Single

Married, civil union or de facto couple (with or without children) or a sole parent

$1,708. J/Q:)

: &
o <
X2 /j\\
O N\ TN
3.2.1 Transaction Values /f\\ (\/\‘;} . \\ 1Y
A \\ SN L O, J;!
For the period November 2010 — October 2011: L b D \ N
\\ //“V)
e The total paid for optical hardship assustance”wa;s 3$7 9 mllllon <\\\ \‘)
bVl \k b
e $7.7m or 97% of the value of all hardshp? SQa\nce paypaents\f%rx

optical were recoverable /. > \ X 2%

Payment values ranged from $8& tb just ur\dér’ $2, (w@’(bo\thl\tﬁckland)
with a national average valug*ef@bG / (Af»/ N, N

B\the g(udellne ma“ymum/f’ imit of $1,000

0.4% of transactions exce !
Payments most likel to\egneeg the gqmelm(é\g% of SNG

transactions) wgr’ recoverablepa};I 3? ade under special
needs grants"\ S ) OIS
‘\ ; W T
( /; i e R b ¥ G

o of Tota! Value of Ty Number of Percentage of Average
Type of Payment ; : Transaciions Transactions Transactions Transaction
o % Range$  '[/er$1000  over $1,000 Value $

fé@l& Mgftlple Transactions
//‘ N ‘/The ééflnltlon of a multiple transaction for the purposes of this review is any

s N\ E{Jent that has had more than one optical transaction in a 12 month period.
e

Unless there is a specific medical requirement (e.g. diabetes, glaucoma),
optometrists recommend an eye examination®:

every two to three years for people aged between 18 and 40

e every two years for people over 40

e annually for those over 60

5 New Zealand Association of Optometrists
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Therefore we would expect to find for any 3 year period limited instances of:

e Clients aged 40 and under being granted more than one hardship
assistance payment in a 36 month period

o Clients aged 40 and over being granted more than one hardship
assistance payment in a 24 month period

¢ Clients aged 60 and over being granted more than one hardshlp
assistance payment in a twelve month period

However, an analysis of MSD data over the last three years® shows. that there
is @ much higher incidence of clients being granted optical hardshlp
assistance at the recommended frequency. A N §

The majority of the multiple transactions are predomlnantly made by the 60+
age group with the bulk of the remainder being by the 50 59 age-group.<

Very few multiple transactions are for two visits for one product once for an
eye examination and then soon afterwards to purchase spectacles '

There are instances where multiple purchases are because the chent has also
purchased spectacles for another, dependent famlly member

Some multiple transactions indicate that cllents are elther
e purchasing several palrs of spectacles or W\
e making two or three payments for one palr of spectacles

Multiple transact|ons Can increase a cllent s total hardsh|p assistance costs for
spectacles to $2 000 to $3 000 over a 12 month period.

Some of these transactlons are. because spectacles have been lost or broken
(such asiin- the Chrlstchurch earthquake)

The table below lllustrates the frequency of optical assistance over a 12
month penod OONK

Reclpient transaction summary

| Number of transactions per client 1 2 3 4 Total
e “Number of recipients” ™ 15,551 731 28 1 16,311
Total number of transactions 15551 | 1462 | 84 4 17,101

| Totals -/ 90.9% | 85% | 0.5% | 0.1% 100%

X% ___\-l5__'roce'yssing all 17,101 transactions and allowing an estimated 30 minutes’
case manager time spent on each application, equates to 5 FTEs
administrating optical hardship assistance over the 12 month period.

Multiple hardship assistance payments can adversely impact the client’s
hardship count and also increases case managers’ workload as there is a
requirement for clients who frequently access hardship assistance to meet a
reasonable steps obligation:

Payments received three or more times

6 MSD data: 1 November 2009 — June 2012
7 Current practice allows for 45 minutes per client
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o clients who receive hardship payments on three or more occasions in a
twelve month period will be required to:

o show they have taken reasonable steps to increase their
income, reduce their costs, or improve their financial
management, and

o complete budgeting activities

e clients who fail to meet these additional requirements may be declined
further payments

o the reasonable steps people are required to complete will vary
depending on the client and their situation but these could include
arranging automatic payments for bills, consolidating'debt to reduce
repayment costs and cancelling non-essential services

« budgeting activities will be varied and range from simple self-directed
activities (e.g. a person completing theirown budget) to attending
budgeting seminars and seeking advice from budgeting services

o the activities people are required to complete will depend on-their
particular needs

Payments received six or more times

e clients who apply for hardship assistance on. a sixth occasion in a 12
month period will-have a comprehensive interview with a case manager
and any grants they receive will be signed off by a service centre
manager

Clear business rules and guidelines supporting the recommended frequency
of eye examinations would assist case managers in assessing applications
and reduce the number of hardship assistance payments made under this
category.

3.2.3 <Children

The-Ministry of Health (MoH) provides a Spectacles Subsidy for children that
are 15 years-and under.

This subsidy ' comprises $287.50 (including GST) and a further $51.11
(including GST) for children requiring an adult size frame?.

Current-annual cost for MoH is $4.7 million with 90% of claims exceeding the
subsidy amount.

Ministry data indicates an estimated 630 hardship assistance payments were
made in the 12 month period for children. This represents 2.4% or $187,267
of the total paid by MSD for optical hardship assistance over the period.

The availability of this subsidy is not widely known by frontline staff and clients
are rarely directed to it.

3.2.4 Contact Lenses

The Ministry of Health (MoH) provides a Contact Lens Subsidy of between
$30.38 and $388.13 to optometrists and dispensing opticians who fit or supply
clients who, for medical reasons, cannot wear glasses?:

8 Subsidy can be accessed on an annual basis
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e Wwhere visual acuity with spectacles is less than 6/9 and a significant
improvement is achieved by fitting contact lenses

e where extreme spherical power correcting lenses are required (+ or —
10.00 dioptres)

e Wwhere an ocular condition cannot be corrected by spectacle lenses

Supplier information shows hardship assistance has been used to purchase
contact lenses. It is estimated 990 hardship assistance payments for contact
lenses were made in the 12 month period. This represents 0.9% of the total
paid for optical at a cost of $74,229 per annum.

Qualifying criteria can only be determined by an optometrist-and therefore it is
not feasible for frontline staff to refer clients to this subsidy. However, a
preferred supplier should be directed to apply this subsidy when client
presents with the qualifying criteria.

3.3 Client Profile

Two main age groups have been identified -within.the-Ministry data set, the 40
years and over and the 39 year olds and younger. The largest.group
requiring optical assistance is 40 years-and over. This group represents 70%
of all transactions and 75% of the total paid. The average spend per
transaction for this group is $494 reducing to $384 for 39-year olds and
younger. '

It is forecast/expected that the total paid for optical hardship assistance will
increase both in the-number of transactions-and associated value as a result
of the following drivers:

o the predicted general population growth

o the changing age demographic for New Zealand with an increased
percentage of the population being in the older age brackets, and

o optical product price-increases

Growth in the number of people seeking hardship assistance for the
overarching category (Optical, Dental and Hearing) is illustrated in the table
below:
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Forecast for Optical. Dental & Hearing Assistance - Status Quo (Nov 10 - Oct 17)

190

170 1

150 -

130 1

Paid $m

110 1

90 -

70 A

50

©
=
>

Yr2

Yr1
Yr4
Yr5
“Yre
Yr7

Year

=4=Total Opical, Dental & Hearing == Optical

*CSRE data and MSD pricing data

3.4 National Demand for Opt'rcal9
Demand is expected to keep rlsmg because.

e New Zealand’s populatlon is agemg, so more people are likely to need
spectacles: of. contact lenses )

e Short- snghtedness is mcreasmg p033|bly because people are
spendmg more time at computers televisions and other screens

LS '.' Spectacles are becomlng an increasingly popular fashion accessory
_._3 5 Related Demand

3 A2 1 Chlld Youth and Famlly Foster and Residential Care
"'Chl|d Youth and Famlly s (CFY) departmental expenditure for FY 2011/12 for

by 'optlcal was $104,922 of which:

$88 687 was for children aged 15 and under

: T—-_he._ _Mlnlstry of Health provides a subsidy of $287.50 per annum/per child for
S <hildren aged 15 years and under.

To access this subsidy, the child or caregiver requires a Community Services
Card"0.

Children in the care of CYF are not considered to be eligible for Community
Services Cards, as funding for their health needs is provided by MSD.

9 Department of Labour, ‘2003-2012 Occupation Data’ (prepared for Careers New Zealand), 2012;
Optometrists and Dispensing Opticians Board, ‘Annual Report 2008-09', 2009, Statistics New Zealand,
'Changing Face of New Zealand's Population’, accessed September 2010

10 The definitions of 'child' and 'dependent child' used for Community Services Card

eligibility purposes are set out in section 3(1) of the Social Security Act 1964 (EPPEHGXEN)
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The ability access the discounted pricing that is made available under
hardship assistance requires discussion and process changes with Child
Youth and Family.

3.5.2 Disability Allowance, Sickness and Invalid Benefits

As at December 2009, the total gross weekly payments being made by Work
and Income to clients in receipt of Sickness Benefit or Invalids’ Benefit where
the primary incapacity was blindness or vision loss was $489,172". The total
gross weekly Disability Allowance payments made to clients where thetr 9
primary incapacity of blindness was $42,721.

Welfare Payments made to vision impaired individuals, 2009

Benefit Type

Sickness Benefit/Invalids Benefit b ':;25,436,921'21' oA
Disability Allowance NN ~2za92 N TN

Total | ares84s9
Source: WINZ Special Request 2010 ? & N

3.5.3 Vision 2020 New Zealand12

New Zealand is one of the only. developed countrles m the woﬂd that does not
have a national plan and budget for the preventlen of Vleroh loss.

Major causes of avmdabje bhndness and wslon 1oss m New Zealand include:
e age- related macular degeneratlon :
o cataract >\ < ak

. glaucoma (70 000 New Zealanders over 40 have glaucoma and at
. least. half of them don’t know they have it'?)

d mabeflc retmopathy

S5 J“ uncorrected refractlvef"error14 (in New Zealand, half of all vision
impalrment 8 due to refractive error) and

blmdness m chlldren

"‘Reséar(:h predtcts that without a focused effort on preventing vision loss, the
number of, New Zealanders over 40 who have a vision loss is projected to rise
__.f-lj;"'fram 125,000 in 2009 to 174,000 by 2020 and 18,300 will be blind.

':The Maori population is disproportionally affected by vision loss. The overall
"'«.p_;evalence of vision impairment and blindness in Maori aged 45-74 years is
twice that of non-Maori.

" Work and Income 30 April 2010

12 VISION 2020 New Zealand is a National Body of VISION 2020: The Right to Sight.
IBN: 978-1-877138-09-6

13 New Zealand Association of Optometrists

14 a defect in the ability of the lens of the eye to focus an image accurately, as occurs in
nearsightedness and farsightedness
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3.5.4 Unemployment

According to the 2001 Disability Survey's, 8% of people who were seeing
disabled were unemployed. This unemployment rate compared to 5.7% of
the general population.

3.6 The case for reform

3.6.1

Spend for the period 1 November 2010 — 31 October 2011 was $7.7m
in recoverable assistance for optical products

the PMMS review identified optical hardship assistance as anarea
where better value-for-money could be achieved via a-commercial
procurement approach

the number of suppliers will be limited to leverage government buying
power

direct contracting of a preferred suppliet/s will be used — e.g. market
share in exchange for lower pricing and/or better products

this proposal requires legislative and supporting changes to be
implemented (to be progressed in-Welfare Reform Bill.2 —estimated to
be passed in early 2013)

Benefits

Benefits to the Crown include:

A reduction‘in cest of -hardship assistance for optical goods and
services

Benefits to the Ministry include:

Simpler-process for case managers
Clear legislation, palicy-and operational policy
A reduction in administrative time and associated costs

Client and the Ministry understand when it is appropriate to apply for
this assistance

Improved control over, and oversight of, clients’ expenditure

Benefits to clients include:

3.6.2

Clients can access hardship assistance for immediate and essential
needs for optical goods and services appropriate to their needs

Clients receive eye examinations and/or spectacles, contact lenses at
a competitive price

Spectacles are functional and fit for purpose

Clients hardship count is not adversely impacted by multiple
transactions for one item

Challenges

client choice regarding supplier, goods and price is restricted

15 Statistics New Zealand 2002
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cheaper products such as those on special offer or cheaper at another
supplier



4 The Product and Pricing

4.1 Introduction

Research was undertaken by reviewing annual reports, undertaking a search
for industry standards, papers, surveys and media commentary, both online
and in print.

In addition, online analysis of pricing and product comparison was
undertaken.

Limited, informal, consultation with purchasers of optical goods and-services
was conducted and a more formal discussion took place with the' New
Zealand Association of Optometrists.

Site visits were also undertaken to varying sizes and types of optometry
practices’®.

4.2 The Product
Optical products can be split into two. categories;

e Clinical services - eye examination, prescription; dispensing of
spectacles or contact lenses and after.care

e Goods — spectacles:'comprising frames, lenses, coatings, contact
lenses; and fabrication
4.2.1 Eye Exaniination

An eye examlnatlon is & ser|e§ of processes, tests and examinations to
prO\ﬁlde a complete, camprehenslve assessment of visual ability, vision and
eye health.

A chen‘t s first Vl§lf toan optometrist will require a more extensive eye
examination than a client who is returning for a routine check-up.

EIderly c‘hents reqwre a more extensive examination due to age related
degenerative eye conditions and health risks™7.

4.2:1:1"Additional Eye Tests

In addition to the tests performed during a standard comprehensive eye
examination, an optometrist may conduct further, more specialised eye tests.
Additional tests will vary depending on the age and/or various health or risks
factors of the individual.

Some clients may only seek a “vision test”, most commonly requested as a
work related or driving requirement.

4.2.2 Prescription

If there is a need for new spectacles, contact lenses or a change to the
current prescription, a prescription is issued for dispensing.

6 Multinational, national, regional and sole trader
7 NZAO Practitioner specialising in elderly eye care
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4.2.3 Spectacles

There are three components to a pair of spectacles:
e Lens
e Frame

e Coating

4.2.3.1 Lens
Lens types:

e Single Vision - used to correct common visual defe,c:ts,;.'-'f's'UESH as
myopia, hyperopia or astigmatism

e Bifocals - used for far and near correction, but. thls older style ofdens
has an obvious line that affects vision, is not'as ¢osmetically attractive
and can be hazardous for older wearers

e Multifocal/Occupational - used to correct presbyopla can see far,
intermediate and near and have a wide field of vision

Single Vision Lenses can be stock (pre gr0und) or bespoke (ground to order).
Multifocal/Occupational and Blfocals .are altbespoke.: Lenses-are fabricated
in an off-site laboratory, either in\New Zealand, Australiaor Asia. Any
coatings required are also applied at this time and the finished lenses are
fitted into the frames,

Lens materials:

o Plastlc the. most common lenses throughout the developed world.
They are !mpact resistant and lightweight so they have all but replaced
glass Jenses

o ,_,-ngher Index -~J|ghter and thinner than standard plastic lenses. Their
advantages increase for strong prescriptions. There is a wide variety of
plastic high index lenses

The weight' of lenses is"also a consideration when prescribing for elderly
patients:. The skln around the eye area can become extremely fragile with
ageand can tear or develop sores if the lenses are too heavy.

2.2.3.2-Frame
Some’suppliers have a range of up to 700 frames. The lower priced, non
branded frames are not always easily accessible to clients and there is a

limited range to choose from. We have noted that at least one optician had
non branded frames kept in an unmarked drawer which had to be requested.

Branded and Designer frames represent the mid and high end of the pricing
range. A ‘desirability’ premium is added to these frames.

Frames can be made of plastic or metal and are either: full, semi-rimless or
rimless.

Different sized frames are needed to accommodate different types of lenses
and also head sizes and bridge widths. Supplementary to this, frames come
in different shapes to suit face types and changing fashions.
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The weight of frames is a consideration when prescribing for elderly patients.
The skin around the eye area can become extremely fragile with age and can
tear or develop sores if frames are too heavy.

4.2.3.3 Coatings

A number of treatments and finishes can be added to lenses. The variety and
naming conventions between suppliers is broad and inconsistent and for the
purposes of this review have been categorised:

e Basic

o Scratch Resistant - increases the durability of plastic’lenses:
This is now included for most lens types

o Anti-Reflection/Ultra Clear - eliminates reflections. They
enhance contrast and improve night driving

e Intermediate

o Driving Tint - enhances contrast'and blocks UV light to give a
clearer view of the road

o Transition - darken in sunlight, are clear indeors and protect
against UV rays
o Polaroid - protect against the sun's reflected glare
e Advanced
o All- m-One comblnatlon treatment of easy-clean, scratch
resnstance and anti- reﬂectlon mcludes an anti-static layer which

takes. electro static.charge away from the lens surface and
repels dust, making lenses easier to keep clean

8 D__nvewe_ar = at-go_mb-lnatlon of Polaroid and Transition

4.2:4 Oyver'the Counter-Hobby Spectacles

Over the Counter (OTC) hobby spectacles are low cost, single vision
spectacles that.can be purchased without prescription.

oTC hobby spectacles are available in a range of magnification, usually in .5
dioptre-gradients from 0.5 to 3.5. Both lenses are of the same magnification.

Untess there is a significant difference in the dioptre between each eye or
magmflcatlon is required at a strength not available in this range, OTC hobby
spectacles are suitable for most users requiring spectacles for reading or
close vision assistance.

4.2.5 Contact Lenses

A contact lens is a lens placed on the eye. Contact lenses are considered
medical devices.

When compared to spectacles, contact lenses typically provide better
peripheral vision, and do not collect moisture such as rain, snow,
condensation, or sweat. This makes them ideal for sports and other outdoor
activities. Additionally, there are conditions such as keratoconus and
aniseikonia that are typically corrected better by contacts than by spectacles.
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Contact lenses are classified by wear schedule (how long a lens can be worn
before removing it), and replacement schedule (how long before a lens needs
to be discarded).

4.2.5.1 Prescription

Prescriptions for contact lenses and spectacles may be similar, but are not
interchangeable.

The parameters specified in a contact lenses prescription may include:
e Material / Brand name
e Base curve radius
e Diameter
e Power in diopters

e Centre thickness

4.2.5.2 Wear Schedule
e Daily Wear — designed to be wom fd‘r-_gﬁé déy and'..‘tﬁeﬁ‘\f_ﬁ\rﬁowﬁ away
e Extended Wear — can be wWorn'day and nightfor up to 30 days
4.2.5.3 Replacement Schedufe

e Two Weekly — wern ahd cleaned dally and. repraced with new lenses
every two wgeks

e Monthly=worn and cleaned/daily'and replaced with new lenses every
month
4.2.54 Tint

Many brands of contact lenses are lightly tinted to make them easier to locate
andhandle.
Contact Ienses worn for cosmetic reasons, for example to change the colour

oT the eye, are far iess common and account for approximately 3% of contact
lens fitsiin. 200418 and would not qualify for hardship assistance.

4.3\ Pricing - Retail

Pricing varies greatly between suppliers, though generally market leaders are
able to price their products and services more competitively than the smaller
suppliers, due to bulk purchasing power.

4.3.1 Spectacles

Basic OTC hobby spectacles are generally not available at optometrists but
can be purchased for $10 - $40 from large retailers.

Pricing is not transparent, with some elements bundled together, e.g. two for
one deals and free or discounted eye examinations often used as loss
leaders.

8 Morgan PB et al. “International Contact Lens Prescribing in 2004: An analysis of more than 17,000
contact lens fits from 14 countries in 2004” Contact Lens Spectrum. January 2005
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4.3.2 Price Up-selling

Pricing is not always clearly presented to the client and it is easy to end up
spending more than anticipated.

Below are examples based on supplier price information and actual
transactions undertaken: '

Eye examination, mid-range frames with bifocal or progressive lenses and no
coating - total cost is $460. /

Example 1
Eye Examination $ 60 14%
Frame $ 200 43%
Lens $ 200 43%
Total cost $ 460

Up-selling to include a coating can increase the tqtélfcdst‘_tg_$535_ N

Example 2 N
Eye Examination $ 60| A%
Frame $ 200 [ 37%

Lens $ 200 37%
Basic Coating $ 751 14% | .
Total cost $ 535 N :

Up-selling the type of coatlngs can also push the total cost to $735.

Example 3 NN ST
Eye Examlnatlon o T, $ _ 60 ‘9%
Frame e R $ 200} "/ 27%
Lens (> o~/ ~$ 200 27%
Advanced Coatmg \$ 275 37%
Total cost AN H—-.$3735

:_'.'_'_"'4 3.3\ Contact, Lenses o

> 'Some contact lens manufacturers produce the same lenses for different
~retailers-but under different brand names and (sometimes) at different prices.

o 'Clm;lca_,lly the products are exactly the same.

antact lenses are sold as single lenses ‘per eye’. For example, in the case

_-of daily disposable lenses “1 box/Tmonths supply = 30 lenses”, therefore two
~“boxes would be required to change lenses in both eyes every day for a
. month.

Examples of the annual cost for disposable contact lenses are as follows:

Medium $
Daily 1,920 1,200 672
Fortnightly™ 1,380 980 628
Monthly* 1,010 690 346

*includes annual cost of cleaning solution

19 Specsavers, May 2012

26



4.3.4 Discounting and Special Offers

Discounts are readily available from both the large market leaders and the
small independents.

OPSM and Visique are currently offering a 15% discount on a pair of
spectacles, whilst Specsavers offer 30% off a pair of spectacles from the
$169+ range.

Specsavers are offering between 15% and 38% off their retail prices for
contact lenses. Additional savings can be made by ordering online.

The small independents offer between 10% - 50% off eye examinations and
10% - 15% off frames.

There are other offers on the market such as free eye examinationsfor AA
members at Specsavers.

The ability for optical retailers to regularly provide these discounts illustrates
there is sufficient profit margin on optical goods ‘and'services to allow the
Ministry to leverage significant savings from its. purchasing power.

4.4 Pricing - Wholesale

441 Spectacles

Wholesale prices and retail-profit margins are difficult to source - pricing
schedules are available only. to retailers and distributors.

However, initial research indicates that frames can be purchased from US$1 -
US$42°. A pair of quality spectacles can be manufactured for approximately:

e US$7 including single vision lens
e US$29 including progressive lens and
e US$24 including bifocal lens?’

4.4.2-€Contact'Lenses

Wholesale prices andretail profit margins are difficult to source — pricing
schedules are available only to retailers and distributors.

4.4.3. Distribution Costs

Supplier-information indicates that optical product components are made in
Asia'with China being one of the largest producers.

Frames, lenses and contact lenses are all relatively small and lightweight and
as a result this may translate into distribution costs forming only a minor part
in the overall cost make-up of a pair of spectacles.

20 www.dhgate.com, www.made-in-china.com
21 www.zenithoptical.com
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5 Understanding the Supply Market

The purpose of this section is to gain understanding of the supply market, how
it performs and how we buy from it.

Information in this section has been gathered from industry research,
independent professional advice and published company’s information.

5.1 Regulatory requirements

5.1.1 Optometrists

Optometrists and Dispensing Opticians are governed by the Optometrists and
Dispensing Opticians Board (ODOB). The Board was established to carry out
functions determined by the Health Practitioners Competence Assurance Act
2003 (HPCA). Members are required to comply with:

e Standards of Clinical Competence for Optometrists;
e Standards of Ethical Conduct; and
e Standards of Cultural Competence

as described by the New Zealand Association of Optometrists (NZAO) and
the ODOB. -

To ensure clients clinical requirements are met; one of the fundamental
qualifying criteria that'the provider/s will need to satisfy is to demonstrate that
they are registered as a practicing member of the NZAO and ODOB and
comply with the HPCA.

5.1.2 Products

Standards New Zealand is:the operating arm of the Standards Council and
part of NewZealand’s standards and conformance infrastructure. Standards
New Zealand is'an autonomous Crown entity responsible for managing the
development and distribution of Standards across a range of sectors
nationally.

Standards New Zealand manage the International Organization
Standardization (ISO) that develops and ensures goods manufactured
anywhere in the world are safe to use.

Optical goods procured in this category need to meet all relevant standards,
such as ISO 12870:2012 Ophthalmic optics — Spectacle frames —
Reclyuirements and test methods. A fuller list of these standards is outlined in

( )-
5.2 Market Overview

The New Zealand market appears to be an oligopoly with two major players
holding 46% of the market, a co-operative with 13%, and the remaining 41%
spread across an independent network of 23 affiliated practices and several
hundred small independents operating via single or multiple stores. Three
suppliers have 66% of the Ministry’s clients’ business:
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New Zealand Ministry’s Client

Supplier
PP Market Share Market Share

Specsavers 26% 39%
46%

OPSM/BUDGET 20% 12% 66%

Visique 13% 15%

Eye Pro (Affiliated) Unknown 6% 5
41% 7T S b v

Independents Unknown 28% A~ NN AN

5.3 Key Suppliers -:;_/:‘x_f\-\ :

5.3.1 Specsavers (39% of MSD client market share). c’
Specsavers are the largest privately owned op,ucaf (etailer in the wofld\ T

Specsavers operate a joint or shared venture Rannersmp agr,eemen\t !whwh is
similar to a franchise agreement but Specsavérs swn sha[esqn ’(ha
franchisee. \ N\ f N\,

The parent company, Specsavers Inte?natldnal Healthgare wgs Iaunched in
1984. The company has also véntm?ed into hearmg servfces in 2002 in the
UK, providing hearing tests. and hearmg alds<W|tnm\t Specsavers optical
stores and is UK's Ieaqmgprawderof dlglta1 he\aﬂng\atds and services.

Specsavers have. beén opera’ung in Newlea]andémce 2008 with 51 stores

b ‘1

covering all Mlmsfry*reglons :.’g \_\:;_'
Specsavers Market SMselvesé/s\hemg the best value optometrist anywhere
in New Zeahnd AN

H\

5.3 2 ﬂﬁSM/Budget (12 \fMS‘D client market share)

O\ OPSM»af;;& Budget Eyewear«are part of the Luxottica Group S.p.A comprised
P \ Of subéfdlary cémpanles in‘the various countries in which it operates.

‘(’!

W ‘ g’ j QPSM/Budget haye ‘been operating in New Zealand since 1994, with 69
N ', fstores cu‘rrently’émploymg over 320 people and have a presence in all

Budget E'y/ewear is in the process of being phased out and replaced with the
@PSMbrand

f /, \QPSM market themselves as offering world-class optometry services together
TN {_ with personal customer care, along with international designer fashion brands

A “.> atarange of prices from quury to budget.

5.3.3 Visique (15% of MSD client market share)

Visique is a 100% New Zealand owned Co-op with Member Licence
Agreements.

Visique have been operating in New Zealand since 2000, with 72 stores,
currently employing over 400 people and have a presence in all Ministry
regions except Northland.
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Visique market themselves as a New Zealand owned and operated company
promoting professionalism, excellence and trust.

5.4 Purchasing Methods

5.4.1 Optometrists

Spectacles and contact lenses purchased from an optometrist are made up
from a prescription based on the client’s optical needs. All hardship payments
for optical assistance are indirectly made to optometrists.

5.4.2 Large Retailers — Over the Counter

OTC hobby spectacles can be purchased without an eye examination at
pharmacies and large retail stores i.e. Farmers, The Warehouse:. 40% of the
general population chooses to meet their optical needs this way??. However,
without an eye examination there is a risk that clients are-not ‘best’ meeting
their optical needs and underlying health risks and issues are not being
identified.

Only single vision OTC hobby spectacles of limited strength are avaitable via
this type of retail outlet.

OTC hobby spectacles are not generally.available at optometrists. This can
act as a barrier to clients who would like/need-the eye health care of an eye
examination without having to incurthe expense of having to purchase from
the more expensive range of spectacles that are available at optometrists.

Contact lenses cannot be purchased by this-method.
5.4.3 On-line

5.4.31 Spectacles
Prescription spectacles can-be purchased on-line, however:

e " Prescription spectacles are a custom-made item. Not only are there
different designs .and materials of both frames and lenses as well as
different lens coatings, but everybody's head and eyes are different,
too.. Accurate measurements are required for a proper fit

¢ The optical centre of a lens is the part that gives the truest vision, and
should be directly in front of the pupil. To determine how to place the
lenses in the frames so the optical centre is correct, the laboratory
needs to know the distance between pupils, or PD. It can be difficult to
measure your own PD. Dispensers require a great deal of experience
to be able to measure PDs correctly, and even experienced
optometrists have difficulty taking their own in a mirror

e The way that spectacles fit is another important factor. Frames that are
too large or that don't fit the bridge of the nose properly can slip. Not
only is that uncomfortable, but this can cause headaches if you're not
looking through the optical centres of the lenses

e Alternatively, if the spectacles are too small, they will be uncomfortable
to wear; they can pinch the sides of your head and leave red marks on

22 Fair Go, 11 April 2012
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your temples. They also can cause discomfort behind your ears or on
your nose

e Buying bifocal and multifocal/occupational lenses online presents
additional challenges. Fitting multifocal lenses is an intricate process
because an additional prescription power is added to the lens, and
additional measurements must be taken

e Most on-line retailers shy away from offering bifocals and
multifocal/occupational lenses, although some give shoppers the option
of contacting them via e-mail and going through the process on an
individual basis, rather than by completing a form

e Resolution of client product issues and disputes can be problematic

e No hardship assistance payments are currently made for.online
purchases

5.4.3.2 Contact Lenses

Whilst contact lenses are available on-line-at a significant discount to store
prices, the more complex contact lens ‘prescriptions that would-qualify for
hardship assistance are not available on-line.

Quiality can also be an issue with purchasing using this.method unless
purchasing is of branded products made through a reputable retailer.

5.5 Market Sustainability

New Zealand’s-annual revenue for/optical goods and services? is estimated
at $150 - 160 million.. Client expenditure on optical goods and services via
hardship-assistance represents 5% of this total.

5.6 <MSD client attractiveness to market
Industry consultation?* was undertaken to establish the potential
attractiveness of MSD client base.

It was considered that'the major suppliers would be keen to acquire the whole
of MSD business for the sale of goods by offering free or heavily discounted
eye'service delivery as a loss leader to win the business. For this to be
advantageous to the suppliers it would require the supplier to retain the ability
to-over prescribe and/or up-sell to recoup the loss on services.

Of the smaller suppliers, most were client-base neutral, some saw MSD
clients as undesirable and not fitting with their image whilst some established
their businesses in specific areas to service the needs of low socio-economic
clients.

23 Excluding over the counter hobby spectacles
24 New Zealand Association of Optometrists
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6 Challenges

6.1 Geographical
The provision of optical services requires physical interaction between the
client and the supplier.

Suppliers with national coverage focus on main centres and the more affluent
suburbs where customers have more disposable income or discretionary
spend. Whilst these locations are accessible for some clients, for ‘others
accessibility is problematic because of mobility issues, access o transport
and additional costs for transportation.

The table at [ABPENGIRIN shows the location by service centre of clients
accessing hardship assistance for optical against the store locations of the
three lead suppliers.

Specsavers has 42% location coverage, OPSM 44% and Visique 37%.

In total, 65 of the 138 locations (47%) used by MSD clients’making-purchases
with hardship assistance for optical,?® are not serviced by-any of the main
suppliers.

6.2 Transaction Details :

MSD data does not itemise the components of transactions. Supplier data is
extremely limited and whilst, from the small amount of sample data available,
we can determine what components were purchased, the composition of each
transaction is not known.

This makes accurately establishing how clients are purchasing extremely
challenging. By extrapolating the limited supplier data we have best
endeavoured to create likely transaction profiles.

25 Excluding Super/Studylink — purchase location data not available
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7 Current State — Status Quo

7.1 Process

The standard process for paying a Special Needs Grant (SNG), Advance
Payment of Benefit (Advance or ADV) or a Recoverable Assistance Payment
(RAP) sits within the current standardised process for providing financial
assistance. The relevant steps are the same, and are completed in-the same

order.

The basic process?® when a client is applying for optical hardship assistance
is as follows:

Meet and Greet

Identify person applying for assistance

Identify the person’s needs and circumstances
Identify best course of action/options

Create or update Service Plan

Book a follow-up appointment

Authenticate

7.2 Additional information

Focus is-on essential and-immediate need. One of deciding factors is
“‘what is the likely impactof not providing this hardship assistance?”

A service centre manager is required to provide their approval in some
situations i.e. discretion is required regarding high levels of debt or
exceeding maximum values

Clients can purchase optical goods and services from any optometrist
they‘wish

There are no restrictions of what frames, lenses or coatings the client
canchoose

The payment card defaults to a 3 day expiry unless an alternative date
is manually entered by the case manager for this transaction

The same code is used in the CMS to record hardship assistance
payments for optical, which is bundled together with dental and hearing
aids?’

No supplier reporting or data analysis is currently provided

26 Detailed process at
27 Coded separately from 7 February 2012
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8 Future State

8.1 Obijectives (Key Success Indicators)

For the Crown:

A reduction in the associated costs for the provision of hardship
assistance for optical goods and services

For the Ministry:

Simpler process for case managers
Clear legislation, policy and operational policy
A reduction in administrative time and associated costs

Client and case managers understand when.it'is.appropriate to apply
for hardship assistance

Improved control over, and oversight of, client expenditure

Supplier reporting and data analysis.is available

For the client:

Client can access hardship assistance forimmediate and essential
needs for optical goods and services appropriate for their needs

Clients receive eye examination-and/or spectacles, contact lenses at a
competitive price

Spectacles and contact tenses are functional and fit for purpose

Clients hardship count is not adversely impacted by multiple
transactions for one'item

8.2 Process

The desired future state is as follows:

Client.visits-a service centre or makes contact online seeking
assistance for an eye examination and/or spectacles, contact lenses

The case manager checks if client has had assistance for an eye
examination/ spectacles, contact lenses within a recommended time
frame for their age group

The case manager processes application in CMS, following the correct
business practice, which generates a system recommendation to grant
or decline the assistance payment based on system rules

The case manager fills in the hardship assistance application on the
system for an eye examination and also for spectacles/contact lenses if
eye examination determines spectacles/contact lenses are required to
an approved amount (to be set once we have been to market and
prices are contractually agreed)

The case manager advises the client of the minimum (eye examination
only) and maximum (spectacles prescribed) amount they may be
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required to pay and agrees a repayment schedule based on those two
possible scenarios

The client signs the hardship assistance approval form

The client arranges an appointment with an accredited optometrist and
takes their hardship assistance approval form as approval to proceed

The client has an eye examination:
If spectacles or contact lenses are not required:

e Accredited Optometrist invoices MSD for eye examination,-and
OTC hobby glasses if they are purchased, (consolidated billing)
and relevant amount is charged on to the client’s acecount

If spectacles or contact lenses are required:

e Accredited Optometrist invoices MSD for eye -examination
(consolidated billing) and relevant amount.is charged on to the
client’s account

o Preferred Supplier for Goods and: Fabrication - Services invoices
MSD for spectacles or contactlenses (consolidated billing) and
relevant amount is charged-on to the client's account
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9 What success will look like

A sustained reduction in the cost to Crown for the provision of hardship
assistance for optical

A sustained reduction in the amount of frontline processing time
Fewer transactions processed:

o Clients accessing hardship assistance for optical at a frequency
aligned to optometry recommendations

o Clients not requiring multiple visits to service centre for one
transaction

The ability to monitor compliance and make accurate forecasting and
procurement decisions as a result of:

o Comprehensive supplier data
o Comprehensive MSD data
All transactions are fully compliant.with specifications
An open and mutually beneficial relationship wifh the optical industry
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10 Strategic Options
Options were considered in two parts:

e Purchasing Methods

e Suppliers
>
10.1 Purchasing Method Options . <> /:\/
10.1.1 High Street Optometrists (Preferred <~ SN N
ig reet Optometrists (Preferred) /m;;\\v,,\\\\ b ( r\, v O

All MSD’s client needs can be met by this purchasing mettlpgf\ \\\ P, A
2 %

10.1.2 Large Retailers — Over the Counter P FIN, \C A E“-.:"‘j/‘“:}‘
LAY
This purchasing method has been discounted bet;attse zﬁgnts needs WGulH e
not be met for the following reasons: S / > \\; /f”"“;\\\\\ N4
TR
e No eye examination ;\Q\ \\\:‘ X /\_{f\ A ’) _/J !

e Only non-prescriptive OTC s(pec'sa‘d‘eg ff/hmlted stre‘ggth\are available

¢ No clinical care or f|tt|ng se(ch con&ucted by\a\\ghallﬁ\éd professional

is provided AN \ \ WV W\ ¢

e Contact lenses 3:?43\& avéﬂame forpumh{’sé\by this method

SR _\ el -\_\“v
10.1.3 Online ;/f \ v Y, _ﬂ_\\ Ny

5,9

Online purchasing V\@gnfot conslgered QS\a\wabIe purchasing method. The
absence of an eye\ armnaﬂon, qlm\cal,éare and fitting service conducted by
a quallfle\d QKOfQSSf al woqld m’olé than likely result in clients eye care needs
not being: met;\,- & ﬂ\ P

An‘qﬂvér cnallenge in umr;\gfhls purchasmg method is how payment would be
{’\ made\te,th”e online retailer. b

/

A
i\ J,ﬁ TO 2 Prefer\gd Sup/’pher Options

AN
L

\/J \ : ’T he selec‘ted 6,pf‘ ion WI|| be implemented on an agreed date once all work and
{*-~$‘~" app’mvals ha&e been completed.

v 8 )Gpﬂ‘ansé/dnsmered

/-fx\_\« Opticn 1:

S9N Do nothing/Base Case
~“Commentary:
\‘\_ ~> | One action could be to review current service delivery process/practice. Whilst this

: would produce no measurable hard savings, system improvements could be made.
o However would the effort be worth the minimal gain?
This option would not achieve cost savings objectives

Advantages Risks/Issues
e No legislative change required e No Reduction in Crown spend
e No change/training required e Data from suppliers will continue to be
e No Cost extremely limited and inconsistent

e Won't deliver objectives
e Demand is likely to continue to grow
e Client can still be “sold to”

37



e Client has no influence or control over
market price
e Ministry has no control over market price

Option 2:
Negotiate with top 4 suppliers nationally

Compulsory for client to purchase optical goods from selected suppliers if
using hardship allowance — with an exception if there is no supplier within 2
hour drive

Commentary:

No commitment to volume is being made by the Ministry
Unlikely to attract real benefit over ‘special retail offers’ due to
commitment.

Advantages
e No changes to process/no training
required
e Reduction in number of suppliers in ¢
the system liers. s rol price

q
o& from each supplier
till has to shop.around
€%

N

Option 3:
Negotiate with small list of supplieirs by urban ceritre {e.g. maximum of 2 or 3
suppliers as long as geographical coverage is suiticient to meet Ministry needs)

Compulsory foi ciiert te purchase optical acods from selected suppliers if
using hardship aiiowance
ST -

t over current in return for commitment and some level
would meet the cost savings objective

Risks/Issues
‘»_Estimated. ‘V‘W jon in client
" debt O

e Limited Reduction in Crown spend
L t for less $ - reduction

e Client may “use” saving to purchase more
expensive frames — no cost savings
Supplier still able to “up-sell”

Data may not be same from each supplier

. Option 4:
Negotiate with one (or two) major supplier as the sole supplier to the Ministry
for a contracted period:
¢ Fixed, low cost, eye examination— as per recommended frequency
¢ Negotiated percentage reduction in price of frames, lenses and coatings
¢ Set range of frames within restricted price range
[ ]

New lenses fitted to old frames unless not possible due to frame
sizeltype
e Low cost reading range available in store (similar to ranges in
Warehouse, pharmacies etc.)
In rural areas where supplier has no direct representation supplier to arrange
alternative supply:
¢ local independent to undertake eye examination and to be supported with
frames and lenses at reduced pricing from selected supplier, or
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e Mobile visits by selected supplier to region

Compulsory for client to purchase optical goods from selected suppliers if
using hardship allowance

Commentary:

This option would best meet the cost savings objective

Allows better Ministry visibility of spend size and composition and to restrict product
range

Advantages Risks/Issues

e Potential 30% reduction in client e Limited Reduction in Crown
debt e Client may “use” saving to pur

e Reduction in case manager rime expensive frames — no-cos
not having to process payments for | e Supplier still able tc
eye examination and then e Training required
prescription se

e All data from supplier will be
consistent

e Client receives eye health checks .
at recommended frequency

e Clients hardship assistance count

not adversely affected by multiple < er.costs i.e.
transactions for “one” product avel costs over 2
e Reduced debt levels plier

e Client can get eyes tested an

access low cost readi ses’i
that is all that is re ut
needing to apply for

allowance @

Option 5:
Accreditaed suppliers for the provision of services:
o Fixed cost eye examination, price set by age range

Prescribing criteria set and agreed by NZAO
Price controiled, low cost OTC hobby spectacle range available in store
{similar to ranges in Warehouse, pharmacies etc.)
Contact lenses restricted to clients who, for medical reasons, cannot
wear glasses and qualify for MoH subsidy — MSD to pay only balance
above subsidy

press from reducing

fo upgrade on coatings: needs to
manage through contract management
restrictions on products and up-selling.
e -Data may not be same from each supplier

Preferred supplier(s) for the fabrication and supply of optical goods:
e Single vision, plastic stock lenses as default
Negotiated percentage reduction in price of frames, lenses
No coatings (scratch resistant front and back as standard)
Set range of frames within restricted price range
New lenses fitted to old frames unless not possible due to frame
sizeltype

Compulsory for client to purchase optical goods from selected suppliers if
using hardship allowance

Commentary:

This option would best meet the cost savings objective and ensure geographical
coverage
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No opportunity for up-selling as accredited service providers do not receive payment
for goods provided

Ensures lowest cost products that meet clinical requirements only are prescribed
Allows better Ministry visibility of spend size and composition and to restrict product
range

10.3 Options Summary
10.3.1 Option 1 — Do Nothing

This option would:
e Not reduce cost to Crown
e Not reduce cost to the client

e Not reduce front line processes or include any System improvements

10.3.2 Option 2 — Negotiate with top four suppllers natlonally
This option would:

e Achieve only limited reduction in'c':o‘s_'t to'Crown < |

e Achieve only limited reduction in éost fo the clie'.nt_

o Not provide the geographical ﬁcoVérage requi.fed
10.3.3 Option 3 - Negbtiate_with a small-li_s‘t" of éubpliers by urban centre
This option would: : :

o Achleve only. mlnlmal reductlon in/cost to Crown

. _Achleve only‘minimal reduction in cost to the client

«  Require multiple contracts"

o ¢ No‘t reduce fronf line prodesses

N > Not provide the geographical coverage required

i 10 3.4 Optlon 4 — Negotlate with one or two major supplier(s)
This option would:
O ‘Achieve the maximum reduction in cost to Crown
2% Achieve the maximum reduction in cost to the client
> o Only require one or two contract(s)

e Reduce front line demand through a reduction in the number of
applications (not including projected demographic growth)

e Reduce processing time, through improved guidelines and systems,
and reduction of number of suppliers to select from

e Not provide the geographical coverage required

10.3.5 Option 5 — Accredited Suppliers for Clinical Services, Preferred
Supplier(s) for Fabrication and supply of Goods

This option would:
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e Achieve the maximum reduction in cost to Crown

e Achieve the maximum reduction in cost to the client

e Only require one or two contract(s) for goods

e Require accreditation of multiple suppliers for services

e Reduce front line demand through a reduction in the number of
applications (not including projected demographic growth)

e Reduce processing time, through improved guidelines and systems;
and reduction of number of suppliers to select from

e Provide the geographical coverage required

10.4 Preferred Option

Option 5 would provide the optimum reduction in cost to Crown and cost to
clients:

e Using the leverage of volume for goods-and fabrication, the Ministry
could negotiate on price

e Provide geographical coverage appropriate to clientlocation

e [|f OTC hobby spectacles were made available at accredited suppliers
clients seeking an eye examination and-being prescribed reading
spectacles could-select from-this low-cost.range

e Client wouldreceive the eye care they require whilst reducing cost to
client and the Crown

e Data from supplier/s would allow more accurate forecasting and
product knowledge for ongoing procurement requirements / exercises

¢ ~Remove the potential for.up-selling through:
o~ clear guidelines.on appropriate prescribing
o removing incentives to convert to sale

o' “Auditable prescribing records

10.5 System Changes

System or process changes are deemed to be minimal at this stage and will
be dealt with via the BAU process. At present no capital outlay is required.
The Ministry has an in house IT system team to support necessary changes.

10.6 Additional Administrative Costs

No additional one off or ongoing cost to implement the preferred option has
been identified. The Ministry has an in house Procurement Solutions Team to
implement the preferred option and will be dealt with via the BAU process.

10.7 Behavioural Changes

Specifications for the prescribing and dispensing of goods and services in this
category have been developed, based on research and in conjunction with
consultation with the New Zealand Association of Optometrists.
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These specifications (BPPERAN) provide a clear, measurable and auditable
set of qualifying criteria of when and how to best meet a client’s optical needs.

10.8 Restricted Product Range

A restricted product range will enable the Ministry to control up-selling and
restrict add-ons that are desirable rather than essential.

Detailed supplier reporting and auditing will assist in monitoring purchasing
patterns and eliminate non-essential purchases.
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11 External Consultation

11.1 New Zealand Association of Optometrists

A preliminary meeting with representatives from the Ministry’s Social Assistance
Procurement Team and the New Zealand Association of Optometrists (NZAQO)
took place on 2 July 2012 with:

e Dr Lesley Frederikson, Director of the New Zealand Association-of
Optometrists NZAO

e Andrew Sangster, Member NZAO
e Geoff Sargent, Member NZAO

At the meeting it was agreed that there was value.in establishing a subject
matter working group comprising three NZAO members:

e Andrew Sangster, Member NZAO
e Geoff Sargent, Member NZAO
e Wilson Sue, Member NZAO
Three half day sessions were used to:
e Develop and agree the specifications-for:.
o Services —Eye Examinations
o Services— Prescribing; Dispensing and Additional Care

Determine; develop and-agree all administration and reporting to be
“included-as part of the Optometrist fee for services (including
prescribing and dispensing)

Determine and agree age bands for pricing model

Determine fees for each age band

Beta test specifications

Agree on approach to market

Recommendations for an independent subject matter expert to sit on
Evaluation Panel
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12

Financial Impact

12.1 Introduction

The main objectives of‘-the preferred sol-ution"are'"td'.' .'

1
2.
3.
4.

SN

In order to ascertain whether or not the objectives above were best met by the
" preferred optlon the’ status quo (current state) has been tested against the
/ most Ilkely scenarro that would be achievable under the preferred option.

Reduce cost to the Crown by reductlon of client borrowing
Reduce cost to the cllent

_ Reduce the cost of transactlonal processmg
"lmprove control over prlce

“Control quallty and type of goods and services delivered

12.1:1 Key Flndlngs

.--j'_'.'v"lf_'M'_SD.db"nothing, over the next five years, circa:

Optical hardship assistance payments for the period will total $XX.X

million
$4.7m increase in optical hardship assistance paid

Average optical transaction value increasing by 15% from $461 to $529
by the end of year 5

3,400 more transactions to process

1,700 hours additional Frontline processing time required

If MSD implement the preferred option (Likely discount scenario), over the
next five years, circa:
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e Optical hardship assistance payments for the period will be reduced to
a total of $XX.X million

¢ $18.0m reduction in optical hardship assistance paid

e Average optical transaction value reducing by 31% from $461 to $320
by the end of year 5

e 9,700 less transactions to process
e 4,840 hours less Frontline processing time required

Forecast for Optical Assistance Paid - Status Quo & Preferred O tio_n Nov 12 - Oct17 ;
100 1 AN NN 100
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80 f---2occ O R VAR <\)2\ ------- \X—é.ﬂ
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RS K W\
o loass 503 [ NN\ 495 _\1\1_5 S
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401 ---| |- --- - - - |7aoooos G -~ 40
30 --- ————__——: -~ 430
201 ---| [ |- - - - - - - ~ EEEEEE -~ 420
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Paid $m

12.2 Status Quo — Cyrrent state
P Théré’é}e' 's‘éver__al key intet_"félatéd components that determine the total
“.amount-paid for optical hardship assistance?:
’ XA P__ronds and Unit prices

o _.T'hé -n'u'r'hber'of recipients and associated transactions

JReX ._\Tr_a_ri'sa'c'tion Profile (client transaction behaviour)
1‘2"L'§_.*.1'___'F’roducts and Unit Prices

."--'A_product / price matrix was developed to establish the initial product pricing
points for both the status quo and preferred option forecasts.

All optical products purchased by MSD clients were grouped into 10 product
categories. A range of prices (high to low) was then applied to each of the
categories?.

The ‘medium’ pricing point has been used for the forecasts and prices for the
out years have been escalated using the Treasury’s CPI forecast0.

28 Until earlier this year, MSD did not record the granular detail of payments that specifically related to
optical assistance, as these payments were part of a broader assistance category which also included
assistance for dental work and hearing aids

29 Pricing information based on MSD data, visits to optometrists and general supplier enquires
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MSD clients currently purchase approximately:
e 56,000 separately identifiable optical products
e Via 17,000 transactions

e At an average transaction cost of $461

12.2.2 Recipients and Transactions

The table below shows the forecast number of recipients and the as éﬁéted /
number of transactions for optical assistance if MSD does nothing.
next 5 years3'. > Q/// iy

\' (
Table 1 — Recipient and Transaction Forecast (Status Quo) — REP}‘A/% ABLE l\ \
b3 ‘\'\.\\ =

Nov10. Novir. Y1 Yr2 Yr3 Yra -
Oct11  Oct12 Nov12- Nov13- Nov14- Nov15- Nov16-
Oct13  Oct14  Oct15  Oct15  Oct17
Recipients : , 968. |. 16, 16,333
Transactions 17,101 | 16,194 | 16205 | 16742 | 16932 | 17,125 | 17,319
P N W
L NN O
<"\ \\ “i J- N \‘\-..__,f"/
&~ \\\ ) A\
\/ N \\ N

g"“x

12.2.3 Transaction Profile

All possible product combinations %Ve\beé’ﬁ ca oﬁs“@d \‘fransaction
types (ﬁ). In summa r»cﬁ)rrent(el\ ‘tra‘ns/ac ion profile can be
broken as follows: \ “\:>\

Table 2 — Transactio ABLE

i\gum)ﬁary REPQ( /E

Transaction Type Transactions  Transaction

$

1-3. Eyek xar es./Lens - Single Vision + Coating 51% 8,686 454

4-6 /Eye éni’ E@mes Lens:- \*\M ‘Coating 24% 4,104 531

7\9 nﬁ Frames, Lé\s ’Ftbeauj;(:oatmg 17% 2,907 517

\8" am, Refits (Alhe_h\ pﬁs & Coatings) 7% 1,240 202

/\_(:: 19 Eye Exam only N 1% 164 60

e W R Lok Total | 100% 17,101 461
\//A} e \

<\\”“ " \ ‘*” ?he tab abo\zefsﬁows that the majority of MSD’s client transactions fall in
< Sy cat esﬁ » These transactions relate to the purchase of an eye exam,
\} f(amé§ ﬂr? ngle vision lens with or without a type of coating. The average
/ / v is type of transaction is $454.

,/é\ Eort e purpose of the status quo it has been assumed that the current
" ‘transaction type percentage split remains consistent throughout the out years.

SN
-/{’ \\?\\) Table 3 — Status Quo Summary — REPLACE w NEW TABLE

N

Y

\\C’/

STATUS QUO
SNG (Non Recoverable) 152,665 161,223 165,093 170,976 177,070
RAP (Recoverable) 439,052 452,789 463,656 480,180 497,293

Advance (Recoverable) | 7,244,381 7,638,094 7,917,455 8,199,625 8,491,852

30 The Treasury, Budget Economic Outlook 2012
31 Developed in conjunction with MSD's Centre for Social Research & Evaluation (CSRE) team's

forecasts for the broader hardship assistance categories
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Total Paid $ 7,836,097 8,252,106 8,546,203 8,850,782 9,166,216
Optical Recipients 15,542 15,968 16,150 16,333 16,519
Transactions 16,295 16,742 16,932 17,125 17,319
Average Transaction Value $ 481 493 505 517 529

12.2.4 Productivity — Frontline Processing

MSD currently process approximately 17,000 transactions a year, ‘equating.to
8,500 hours per annum or equivalent to 5 FTE’s.

The number of transactions is forecast to gradually increase over the next 5
years (see table 2).
12.3 Preferred Option — Option 5

12.3.1 Products and Unit Prices

One of the objectives of this option is to achieve better value for money by
leveraging MSD’s purchasing power to achieve price reductions on optical
goods and services.

A discount matrix has been déveloped in-order to produce a'most ‘likely’
pricing discount scenario®2.

Whilst the exact value of discount on each product is not certain until MSD
have finalised an agreement with a preferred-supplier, the estimated discount
for each product-has been determined and-assessed in relation to:

e Initial researchand indicative findings from the PMMS review
e - Gross profit margin estimates
o.~Wholesale price indications

e - Buying power of large suppliers (Supplier — buying power, mission
statements and other relevant strategies)

¢ International retail price comparisons (_)
e Thevalue / size of MSD client share — 5% of total optical market33

o The MSD restricted product range (Non branded products / list TBC)

32 Option 5 — Transaction Profile Percentages and Cost Calculations: A6403271
33 Excludes off the shelf purchases
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The table below shows the likely pricing and volumes that has been used in

the preferred option forecast.
Table 4 — Option 5 Pricing Matrix

CTRTGH E

Product Volume Unit Price Total Cost

$ $
Eye Examination: 7 and under 323 220 7 1,060
Eye Examination: 8 - 20 1,453 150 | < <217,950
Eye Examination: 21 — 54 8,236 180 . 1,482,480
Eye Examination: 55+ 6,208 250 | < 574500 |
OTC Hobby Spectacles 1,810 ) 29 2 36,20()"1"
Standard Frames 6278 ) 15
Lightweight Frames 573 N30 | N 17,190
Stock Single Vision Plastic Lens P 10&38 S 1 0 ] \200760
Stock Single Vision High Index Lens SN ~20f -/ 86,880
Bespoke Single Vision Plastic Lens < 2,540 e 5\ 132,000
Bespoke Single Vision High Index Lgns T 2,044 | A\ 30 122,640
Bespoke Bifocal Plastic Lens 1,234 35 86,380
Bespoke Bifocal High |ndex»r,ef{§"“- e RN AN 40,000
Bespoke Multifocal Plastic Lens | S5 2424 45 218,160
Bespoke Multifocal- ngh Index Lens /[0 01,794 50 179,400
Anti Reflection Coatlng 2 N/ 1,088 15 32,040
Transmon Coatmg -- 820 25 41,000
Totél $4,632,810

change éompared" to the status quo. However the number of transactions
these cllents ‘are forecast to generate will reduce as a result of:

-: Multlple transactions within a 12 month period: 1,540 or 9% of

‘;';atransactlons were multiple in nature and have been ellmlnated under

the preferred option’s forecast

Children 15 years of age and under: 630 or 4% of transactions are

for children under 15, for which MoH provide an appropriate subsidy.
All these transactions have been eliminated in the preferred option’s

forecast

The table below shows the forecast number of recipients and associated

number of transactions for optical hardship34

option.

if MSD implements the preferred

34 Developed in conjunction with MSD'’s Centre for Social Research & Evaluation (CSRE) team’s

forecasts for broader hardship assistance categories
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Table 5 — Recipient and Transaction Forecast (Preferred Option)

Yr1 Yr2 Yr3 Yr4 Yr5
Nov 12 - Nov 13 - Nov14- Nov15- Nov16-
Oct 13 Oct 14 Oct 15 Oct 16 Oct 17

Nov 10 - Nov 11 -
Oct 11 Oct 12

Recipients

Transactions 17,101 16,194

12.3.3 Transaction Profile

Currently 99.9% of all transactions result in a prescription for spectacl_e _ f:_55%
are for single vision lenses, 25% for multifocal and 19% for blfet:al35 SN

By specifying the parameters for prescribing and dlspensmg and deVeIoplng a
restricted product range we are forecasting: O\

"..t-.\

e 18% of transactions not resulting in a prescrlp’hgn ‘for spectacles.
e 11% being recommended OTC Hobby Speciacles \
e 53% being prescribed single V|S|on Ienses

¢ 13% being prescribed multlfocal tenses

e 5% being prescribed blfocal tenses

This will be achieved by the followmg measures

e Prescribing: a"reductlon in number of chents:-belng prescribed
spectacles. - Chents will require a measurement of at least +/- 0.50 DS
or- 0.50 DC or 2 Sneﬂen Ilnes1mprevement in visual acuity or 0.2
IogMAR y : . ]

Readmg Spectacles a reduction |n number of clients being
prescrlbed spectacles\ Chents requiring basic reading spectacles of
~_equal magnlflcatlon WIH b,e able to purchase low cost OTC hobby
specfacles \

Lens Type a reductlon in dispensing of the more expensive bespoke

lens types Single vision lenses will be the default and bespoke lenses
dan only be prescribed by reported and auditable exception e.g. where
smgle VISIon lenses do not meet the client’s functional requirements

11‘\.

.:‘--Lens materlals a reduction in dispensing of the more expensive
--;_“‘hlgher index lenses. Plastic lenses will be the default and higher index
““lenses can only be prescribed by reported and auditable exception e.g.
where plastic lenses do not meet the client’s functional requirements

Coating types: a reduction in the dispensing of all coatings. Front and
back scratch resistant coatings will be negotiated as included in the price
of all stock single vision lenses. All other coatings can only be prescribed
by reported and auditable exception only

Frames: a reduction in the number of frames purchase. New frames can
only be dispensed if the clients’ current frames cannot be reglazed3®

35 OPSM client data supplied
36 Client does not currently have spectacles, frame shape/size not suitable for new lenses, frames
damaged or in poor condition
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e Contact Lenses: a reduction in the number of contact lenses
prescribed. Contact lenses restricted to clients who, for medical
reasons, cannot wear glasses and qualify for MoH subsidy — MSD to
pay only balance above subsidy

Table 6 — Preferred Option Summary

Likely Discount Yr4
SNG (Non — Recoverable) 96,482 B |
RAP — (Recoverable) 270,966 _ e
Advance — (Recoverable) _ B _
Total Paid § HESESN | BORN
Number of Optical Recipients - e 3
Number of Transactions A e | .|
Average Transaction Value $ N - ) AN !

12.3.4 Productivity - Frontline Processmg

The preferred option would result |n the reductlon of tlme spent by frontline
staff processing applications. < o ] A~

Reductions will be from three areas

e Multiple transactions within a 12 month perlod 790 or 5% of

transactlons were multfple in nature ‘Some of these transactions would
be ellmmated by the |ntroduct|on of the patient review period as part of

patlent management contained-in'the Specification of Services — Eye
Exammatlons (- These transactions equate to 395 hours

K} "}Chlldren 15 years of age and under: 630 or 4% of transactions are
"‘;..\‘fpr children of 15 years of age and under, for which MoH provide an
- appropriate subsidy. All these transactions would be diverted to the
MoH subsidy. These transactions equate to 315 hours per annum

. otherBy 'a'mending the guidelines, rules, and using a system based
( assessment, less time will be spent on discretionary decisions and time

AN “spent setting up new suppliers and searching for current ones (There
. are currently over 200 suppliers to select from)
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12.4 Variation Summary
DAN: NEED SOME WORDS TO INTRODUCE/EXPLAIN THE FOLLOWING.

Indicative reduction in Optical Hardship Assistance

Yr1

BASE CASE against
HIGH Discount Option

Nov 12 - Oct %

Total Reduction in

Optical Hardship

13 ct Assistance
SNG (73,263) (48%) (80,518) | (50%) , (52%) <[ ~(92,151) | (54%) | (98.668) | (56%) (430,312)
RAP [ (210697) | (48%) (226,130) | (50%).| (240,723) (5 b 801) | (54%) | (277.105) | (56%) (1,213,456)
ADV (3,476,519) (48%) (3,814,594) %) . ,623) 1.(82 419,324) | (54%) | (4,731,878) | (56%) (20,552,938)
Total Reduction $m | (3,760,479) | (48%) (4,121,242) \isQ@)\ (4,437,(5@ A(?\ix, (4,770,276) | (54%) | (5,107,650) | (56%) (22,196,707)
7
- ( /\N
Number of Optical ) “ . J 0 0 0
Recipients 0 0% 0% ? \\G#/ 0% 0 0% 0 0% 0
Number of Transactions (1,883) (12"/9)/ \/ . (11%) (1,958) (11%) (1,976) (11%) (9,681)
RE
; X
Average Tﬁ"\j:ﬁ:; (198) €ﬁ 1\/} (46%) (248) (48%) (265) (50%)
Frontline Staff time /\x
saved hrs @\“} 4 (970) (979) (988) (4,840)
FTE Equivalent >> 0. 0.6 0.6 0.6
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BASE CASE against

Medium Discount
Option

Yr1
Nov 12 - Oct
13

%

Yr3
Nov 14 -
Oct 15

%

Yr4
Nov 15 -
Cct 19

Total Reduction in

Optical Hardship
Assistance

&

(\ el
J\\\Ew\

e

(55.731) | (37%) (62,905) | (39%) | (68,610) 82,292) | (46%) (344,942)
RAP | (160.278) | (37%) (176,666) | (39%) | (192.690) [\ (231,113) | (46%) (972,515)
ADV | (2,644591) | (37%) | | (2.980,172) | (39%) | (3.290,396) 9 | (3,946,525) | (46%) (16,477,887)
Total Reduction $m | (2,860,600) | (37%) | | (3,219,743) | (39%) | (3,551,698) | (42%) | (3.:903,377) | (44%) | (4,259,930) | (46%) (17,795,345)
_—
NS e o
Number of Optical o o A o o
ReciPFi)ents 0 0% 0 0% < \\> 6&\{ o% ° o% °
Number of Transactions |  (1,883) | (12%) (1,923) b 941 \&%)& (1.958) | (11%) | (1.976) | (11%) (9,681)
A
% P e Wi
Average Transaction o { ° { o o °
age Transaction (136) (28%) @b L (31%) > @ @34%) | (191) | 37%) | (209) | (40%)
Frontline Staff i v < N T
ron Inesasedlhmrz (941) & \b (962) ¢ %j\/ (970) (979) (988) (4,840)
FTE Equivalent >> 05 NE 0.5 0.6 0.6 0.6
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BASE CASE against
Low Discount Option

Yr1

Nov 12 - Oct

%

Yr3
Nov 14 -

%

Yr4
Nov 15 -

Total Reduction in

Optical Hardship

&

©

@

Q)

N\
&

13 Oct 15 Cct 18 Assistance
(40,963) | (27%) (48,020) | (30%) | (54,104) 68,294) | (39%) (272,523)
RAP | (117.807) | (27%) (134,862) | (30%) | (151.948) . (191,801) | (39%) (768,133)
ADV | (1,943829) | (27%) | | (2.274,990) | (30%) | (2.594,678) (3.275,226) | (39%) (13,020,953)
Total Reduction $m | (2,102,600) | (27%) | [ (2.457.872) | (30%) | (2,800,730) | (33%) | (3.:165,087) | (36%) | (3.535,322) | (39%) (14,061,610)
_—
NS e o
Number of Optical o 0, 0, o, o,
ReciPFi)ents 0 0% 0 0% < \\> 6&\{ o% ° o% °
Number of Transactions |  (1,883) | (12%) (1,923) b 941 \&%)\ D (958) | (11%) | (1.978) | (11%) (9,681)
A
% P e Wi
Average Transaction o { ° { o o °
age Transaction (83) (17%) @> L 21%) > @ 24%) | (142) | @m%) | (162 | (31%)
Frontline Staff time %J Q \g
Sramiime (941) & \b 962) % [\ (970) (979) (988) (4,840)
FTE Equivalent >> 0.5 ¢ 0.5 0.6 0.6 0.6
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13 Pre-Market

Prior to going to market the following needs to occur:

13.1 Legislative changes

This proposal requires legislative and supporting changes to implement (to be
progressed in Welfare Reform Bill 2 — estimated to be passed in March2013).

13.2 Independent Advice

Optometrists and Dispensing Opticians are governed by the Optometrists and
Dispensing Opticians Board (ODOB). The Board was established to carry out
functions determined by the Health Practitioners Competence Assurance Act
2003 (HPCA).

To ensure health and safety requirements of optical were met an independent
professional review was undertaken of the specifications of the goods and
services being procured.

A subject matter working group to.undertake this work was sourced via the
New Zealand Association of Optometrists (NZAO).

In addition, it is recommended that a subject matter expert be on the tender
evaluation panel.

13.3 Communications.Rlan

To ensure the smooth.and successful implementation of this project, it is
essential that.a well planned and timely communications plan ( ) is
developed.

13.4 Guidelines and Processes

A numbeér of guidelines, processes and supporting systems are required to
enable the delivery of hardship assistance.

To suppeort the implementation of the preferred option it is essential that all
relevant guidelines, processes and systems are identified and updated prior to
the go live date (h).

13.5. H-Plan
[dentify the IT elements required to support the preferred option.

To ensure the smooth and successful implementation of this project, it is
essential that a well planned and timely IT implementation plan (—)
is developed.

13.6 Service Delivery - Frontline Staff Training

It is essential that a well planned and timely service delivery training
programme (BPPERGIX ) is developed to ensure all relevant staff are fully
able to deliver the requirements of the preferred option.
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14 Approach to Market

The procurement approach will be a multi stage RFx process involving two
stages; Expression of Interest (EOI) and, dependent on the outcome of Stage
One, The Ministry will engage in discussions with interested supplier(s) or
issue a Request for Tender (RFT).

To ensure the market is aware and actively engaged in MSD’s approach to
market a planned delivery facilitated through the NZAO will take place.

Stage One will comprise two Expressions of Interest:
e Accreditation for the Provision of Optical Services

¢ Provision of Optical Goods and Fabrication Services

14.1 Rationale
The rationale for separating optical goods and services:is to:

e Differentiate between clinical services, andthe sale and fabrication of
optical goods

e Remove the ability to over prescribe and/or up-sell

e Ensure there are sufficient respondents who are able to meet our
needs in geographically appropriate areas

Un-coupling clinical services from the sale of optical goods will facilitate
greater competition’and increase the number of potential interested suppliers.

This sends a clear message that the Ministry is seeking to achieve maximum
savings.

14.1.1 Accreditation for.the Provision of Optical Services

Clinical services require physical interaction between the client and the
supplier-and can only be delivered by a qualified registered optometrist.
Accordingly only suppliers-meeting those legal requirements will express
interest and be considered.

By accrediting suppliers who meet our requirements and can offer the
services at the agreed price the market remains open to small independent
suppliers. ' This is of benefit to locations that the large suppliers do not, or will
not service.

Accreditation is a flexible solution that can be awarded or cancelled without
risk to supply and to meet changing needs of the market.

Accredited suppliers will be paid a fixed fee to provide the specified services
and prescribe within agreed parameters. Non-compliance will result in the
cancellation of accreditation for that supplier.

14.1.2 Provision of Optical Goods and Fabrication Services

The manufacture and supply of goods does not require physical interaction
between client and supplier. Goods supplied have to meet relevant ISO
Standards; however the supplier does not have to be a qualified registered
optometrist and the number of suppliers who can supply the goods is
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potentially larger as operations are not location dependent and can be
delivered from either New Zealand premises or overseas.

14.2 Stage One

Two Expressions of Interest, for a period of six weeks:

Accreditation for the Provision of Optical Services will be seeking interested
parties to demonstrate in their response:

a.

The ability to meet the clinical needs and requirements of our.clients,
including:

e Eye Examinations, diagnostic services and referrals
e Prescribing

e Dispensing (fitting and adjustment services)

e Aftercare services and support

The sale of contact lenses, when client-qualifies for Ministry of Health
Contact Lens Subsidy

c. The sale of OTC hobby spectacles

d. The ability to meet business requirements,including:

e.

f.

e Geographical location-and representation
Value added items beneficial to the-overall service
Auditable reporting

It is extremely unlikely-Suppliers that can provide the services required would
consider. using-or would be comfortable using GETS. To ensure the market is
aware and actively'engaged in MSD’s approach to market a planned delivery
facilitated through the NZAO will take place.

Provision of Optical Goods and Fabrication Services will be seeking interested
parties to express their interest supplying the Ministry’s accredited optical
service providers:

a.
b:
G
d.

Lenses

Coatings

Fabrication of spectacles as prescribed
Spectacle frames

including:

C.

d.
g.

The ability to meet business requirements, including:
e Ongoing support
e Geographical support and representation
e Distribution
Value added items beneficial to the overall service
Auditable reporting
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14.3 Stage Two

Dependent on the outcome of Stage One, Stage Two will comprise:

The issue of a Request for Tender for the Accreditation of Optical Services
seeking interested parties to demonstrate in their response:

a.

> @

Registration with the New Zealand Optometrists and Dispensing
Opticians Board and the New Zealand Association of Optometrists

Acceptance of the fee structure (BPPEHCIXEX)

Acceptance of the Code of Professional Conduct for Accredited
Suppliers of Optical Services

The ability to manage, deliver and report on the‘service
specifications (_) within agreed timeframes
Quality control measures that ensure services consistently- meet
standards

Flexibility to evolve and develop-to meet changing business needs
Evidence of sound organisational-and financial structure

Planned approach to implementation of the contract

Experience and quality of staff; including-training-and development
Compliance to-altlegislative requirements

Confirmation of strong administrative and reporting systems and the
ability to interface with the Ministry’s processes and systems, in
order to meet-service levels agreed

References

The issue of'a Request for Tender for the Provision of Optical Goods and
Fabrication Services orengage in discussions with interested supplier(s)
seeking demonstrable responses to the following:

a.

Acceptable pricing structure, including overall cost and value for
money

The ability to manage, deliver and report on the specifications for
goods and fabrication services (AppendicesaandiX) within agreed
timeframes

Product selection that will meet client needs and deliver maximum
savings

Quality control measures that ensure goods consistently meet
standards

Quality control measures that ensure fabrication services
consistently meet standards

The ability to resolve discrepancies, errors and disputes in a timely
manner and at no financial detriment to the client

Distribution networks and methods to meet agreed service delivery
specifications

Flexibility to evolve and develop to meet changing business needs
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i. Evidence of sound organisational and financial structure

j- Planned approach to implement of the contract

k. Experience and quality of staff, including training and development
|.  Compliance to all legislative requirements

m. Confirmation of strong administrative and reporting systems and the
ability to interface with the Ministry’s processes and systems, in
order to meet service levels agreed

n. Business Continuity Plan

m. References
14.4 Evaluation

14.4.1 Accreditation of Optical Services
The purpose of the RFT is to offer accreditation to-Optometrists who:-.

e Meet the criteria set out in the RFT = Accreditation for.the Provision of
Optical Services :

e Agree to provide the specified opfical services and reporting
requirements at the agreed fee

e Agree to and sign the Code of Professional Conduct for Optical
Services .

These criteria are mahdatory.

Consideration then needs to be given to the location of Respondents to
ensure adequate coverage to meet the needs of MSD clients across New
Zealand.

14.4.2 Optical Goods.and Fabrication

The pUrpose of the RFT is to select a preferred supplier of optical goods and
fabrication services who:

o Meetthe criteria set out in the RFT — Optical Goods and Fabrication
Services

This criterionis mandatory.

14.4.2,1 Spectacle Frames

Each Respondent will be required to provide a selection of frames. The
Evaluation Team should take into consideration a number of factors when

determining which frames best meets the needs of all MSD clients (NG

14.4.2.2 Spectacle Lenses

Each Respondent will be required to specify the range of lenses they can
supply. The Evaluation Team should take into consideration a number of
factors when determining which range best meets the needs of all MSD
dlets ( Appendix X)
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14.4.2.3 Pricing Schedule

Each Respondent will be required to provide a pricing schedule for frames
and lenses. The Evaluation Team should take into consideration a number of

factors when determining which pricing schedule offers best value for money
(No-Mandatory Evaluation Appendix X
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Implementation Plan

14.5 Timeline
The following tables contain estimated key event dates:

Accreditation for the Provision of Optical Services

Indicative Date

Procurement Plan approved

Time, DD MMM YYYY

EOI released

~ |(Time, DD MM YYYY [

Deadline for Suppliers’ questions (clarification period)

Time, DD MMM YYYY »|

Deadline for answers to questions

Time, DD MMM YYYY. |

EOQI Closing Date — 6 weeks from release

Tirie, DD MMM YYYY

Receive and register Expressions of Interest

,‘__v:‘_‘ Tirne, DD MMM YYYY

Individuals on the Evaluation Team complete thelr evaluahons Jdentlfylng
areas for clarification \ i .

3 T"me DD MMM YYYY

Evaluations combined

o “Time, DD MMM YYYY

Scores moderated in group evaluatlon meetmg

Time, DD MMM YYYY

Final shortlist agreed « TTRA : !
Stage 2 approach agreed and proposed to Project Sponsor

Time, DD MMM YYYY

Stage 2 approach approved by Pro:ect Sponsor

Time, DD MMM YYYY

Shortlist of EOI Respondents mvrted to submlt responses to Closed RFT

Time, DD MMM YYYY

RFT cfoses (rf issued) Time, DD MMM YYYY
Due drfgence completed Time, DD MMM YYYY
--_Evaluatlon completed Time, DD MMM YYYY

" _j:Ma“aQement/BSG-recommenﬁation

Time, DD MMM YYYY

it ManagementIBSG srgn-off

Time, DD MMM YYYY

..-\-Supphers se‘lected for Accreditation and unsuccessful Suppliers notified

Week beginning DD
MMM YYYY

& -f'Contract commencement

Time, DD MMM YYYY

: Anticipated Contract(s) start date

Week beginning DD
MMM YYYY
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Provision of Optical Goods and Fabrication Services

Indicative Date

Procurement Plan approved

Time, DD MMM YYYY

EOI released

Time, DD MMM YYYY

Deadline for Suppliers’ questions (clarification period)

Time, DD MMM YYYY

Deadline for answers to questions

Time, DD MMM YYYY

EOI Closing Date — 6 weeks from release

Time; DD-MMM YXYY

Receive and register Expressions of Interest

inte, DD MMM YYYY

Individuals on the Evaluation Team complete their evaluations identifying
areas for clarification

' "-'“T‘!T‘e;"‘oo MMM YYYY.

Evaluations combined

Time, DD MMM YYYY, |

Scores moderated in group evaluation meeting

Time; DD MMM YYYY

Final shortlist agreed NS
Stage 2 approach agreed and proposed to Project Sponsor AN

<|Time, DD MMM YYYY

Stage 2 approach approved by Project Sponsor

Time, DD MMM YYYY

Closed RFT issued if this approach is approved or commence drscussrons :

with interested suppliers

~._|"Time, DD MMM YYYY

Deadline for Suppliers’ questions- (clanf catron perlod)

Time, DD MMM YYYY

Deadline for answers to questrons

Time, DD MMM YYYY

RFT Closing Date — 4 weeks -from- retéase

Time, DD MMM YYYY

Receive and regrster Expressrons of Interest

Time, DD MMM YYYY

Individuals, on the Evaluatron Team complete therr evaluatrons identifying
areas for clarrf‘ cation ; N

Time, DD MMM YYYY

Evatuatlons combrned

Time, DD MMM YYYY

% _Scores moderated rn group evaluatron meeting

Time, DD MMM YYYY

| Presentatlons or due drllgence completed

Time, DD MMM YYYY

g% Evaluatron completed 2

Time, DD MMM YYYY

__.Shortlrsted Supplrers interviews

Week beginning DD
MMM YYYY

: -F_’os__t'-t_errder negotratrons entered into

Time, DD MMM YYYY

4 Management/BSG recommendation

Time, DD MMM YYYY

TManagement/BSG sign-off

Time, DD MMM YYYY

Contract negotiations

Time, DD MMM YYYY

Supplier selected and unsuccessful Suppliers notified

Week beginning DD
MMM YYYY

Contract commencement

Time, DD MMM YYYY

Anticipated Contract(s) start date

Week beginning DD
MMM YYYY
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15 Post Implementation

15.1 Review

A series of reviews will be undertaken post implementation and be
incorporated into this review document as Part 2.

15.1.1 Lessons Learned

As with any project, there will be lessons learned and it important to capture
these to enhance personal development, Ministry knowledge base-and so that
improvements can be made to future projects.

15.1.1.1 Data Analysis

The first data set was not comprehensive, contained errors and included data
not relevant to this category.

In future, data requests should contain all'data available to aveid multiple
requests and the delays this incurs.

Sufficient time spent initially cleaning and sorting the data is essential.
Focussing on searching for one thing at'a time reduces errors, i.e. looking for
supplier name variations as one exercise and.not trying to check for other
variations at the same time.

15.1.1.2 Engagement with.Industry Bodies

The contribution of the New Zealand Association of Optometrists was a key

factor in developing the preferred option; ensuring the focus was on the key

component of this-category, developing the specifications and engaging with
the industry-in a positive and collaborative manner.

Discussions 'with NZAQO. provided valuable insight into the clinical
requirements of optometry, standards of good practice and a depth of
understanding of a complex product.

In hindsight earlier. engagement with the NZAO would have enabled this
category review to proceed more smoothly and at a quicker pace.

1{5.1.2 Quarterly Data Review

To'measure how successfully this project delivers on its projected outcomes a
quarterly review of Ministry and Supplier data will be undertaken:

e Savings
o Have transaction values reduced?
o Is there a reduction in the number of transactions per client?
o Is there a reduction in the total cost per client?
e Supply
o Is the product range meeting client needs?
o Are services being delivered within agreed timeframes?
o What is the composition of transaction profiles?
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e Compliance and Exceptions
o Are all transactions compliant with specifications?
o What are the exceptions and why are they occurring?
e Reporting
o Is Ministry data accurate and does it meet our needs?
o |Is Supplier data accurate and does it meet our needs?

15.1.3 Quarterly Accredited Service Provider Survey

A survey?” of Accredited Suppliers of Optical Services will be undertakento
determine how well the delivery model is working from their perspective,
including interaction with:

e Clients
e The Ministry
e The Preferred Supplier(s) of Goods and Fabrication Services

In addition to the survey, accredited providers will be required to provide the
data specified in 17.1 Supplier Reporting: This data should be used to
benchmark Suppliers.

The variation of prescribing rates and type by age should be consistent across
Suppliers. Any variances of more than 5% should prompt further
investigation.

15.1.4 Quarterly-Goads-arnd Fabri¢ation Services Provider Review

A meeting with the Supplier(s) of Optical Goods and Fabrication Services will
be held to-determine how well the delivery model is working from their
perspective, including interaction with:

o The Ministry
o Accredited Optical Service Providers

In addition to'the survey, preferred supplier(s) will be required to provide the
data specified in 17.1 Supplier Reporting.

15.1.5 New Zealand Association of Optometrists Review
A meeting with the NZAO will be held to review the results of:
e MSD data review
e Accredited service provider survey and data

¢ Goods and fabrication services provider review and data

15.1.6 Service Delivery Review

Feedback from frontline staff will be sought to determine the success of
implementation from a client interaction perspective:

e Are there any issues, difficulties or barriers for frontline staff?

37 SurveyMonkey
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e |s it taking less or more time to process an application?

e How are clients receiving the changes?

¢ Do frontline staff have all the information and they require?
e Do the IT systems support the processing of applications?

e What can we do better/differently to improve the system delivery?

15.1.7 Six Monthly Financial Review
e Assumptions
o Are the transaction profiles we assumed correct?

o Does any variance in the assumptions result'in more or less
savings?
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16 Contract Management
16.1 Supplier Reporting

Current data has been limited and this has made it challenging to accurately
determine the composition of expenditure.

Improved data quality and detail will enable a more comprehensive analysis
and understanding of demand, spend patterns and trends.

Detailed supplier reporting will:
e Provide visibility of spend

¢ Enable compliance management of prescribing and dispensing,
product restriction and contracted unit cost

e Highlight any variances or discrepancies 0of the prescribing practices
between Accredited Suppliers

e Record service delivery times for comparison against Service Level
Agreements

¢ Help determine whether refinements are required-to the products and
services delivered

e Identify individualproduct demandto.inform future negotiations
Accredited Providers of Optical Services berequired to provide quarterly data

as agreed (APPEHENX).

Preferred Supplier(s) of Optical Goods and Fabrication will be required to
provide quarterly data as agreed (APPENGXX).

Data‘is to be provided in a-format that allows sorting and analysis (i.e. Excel
spreadsheet).

16,2 Audit

Optometrists and Dispensing Opticians are governed by the Optometrists and
Dispensing Opticians Board (ODOB). The Board was established to carry out
functions determined by the Health Practitioners Competence Assurance Act
2003 (HPCA). Members are required to comply with:

¢ . Standards of Clinical Competence for Optometrists;
e Standards of Ethical Conduct; and
e Standards of Cultural Competence

It is a requirement that all accredited suppliers are registered as a practicing
member of the NZAO and ODOB and complies with the HPCA.

The ODOB conducts regular audits with approximately 20% of its members
being audited each year.
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Appendix 1

ISO Standards

Spectacle Frames

ISO 12870:2012 Ophthalmic optics — Spectacle frames — Requirements.and
test methods

AS/NZS 1067:2003 Sunglasses and fashion spectacles

AS/NZS ISO 8624:2011 Ophthalmic optics — Spectacle frames ~ Measuring
system and terminology

Spectacle Lenses and coatings

AS/NZS ISO 8980.1:2011 Ophthalmic optics — Uncut finished spectacle
lenses — Part 1: Specifications for single-vision-and multifocal lenses

AS/NZS ISO 8980.2:2011 Ophthalmic optics — Uncut finished spectacle
lenses — Part 2: Specifications for progressive power lenses

AS/NZS ISO 8980.3:2011 Ophthalmic optics — Uncut finished spectacle
lenses — Part 3: Transmittance_specifications and test methods

AS/NZ I1SO 8980.4:2011 Ophthalmic optics — Uneut finished spectacle lenses
— Part 4: Specifications and test methods for anti-reflective coatings

AS/NZS ISO 8980.5:2011 Ophthalmic optics =-Uncut finished spectacle
lenses — Part/5: Minimum requirements for spectacle lens surfaces claimed to
be abrasion-resistant

AS/NZS 1SO 10322.1:2011 Ophthalmic optics — Semi-finished spectacle lens
blanks = Part 1:"Specifications for-single-vision and multifocal lens blanks

AS/NZS 1SO 10322.2:2011 Ophthalmic optics — Semi-finished spectacle
blanks = Part 2: Specifications for progressive power lens blanks

AS/NZS 1SO.13666:2011 Ophthalmic optics — Spectacle lenses — Vocabulary

AS/NZS 1SO 14889:2011 Ophthalmic optics — Spectacle lenses —
Fundamental requirements for uncut finished lenses

ASINZS 1S0 16034:2011 Ophthalmic optics — Specifications for single-vision
ready-to-wear near-vision spectacles

AS/NZS ISO 21987:2011 Ophthalmic optics — Mounted spectacle lenses

TR ISO 28980:2011 Ophthalmic optics — Spectacle lenses — Parameters
affecting lens power measurement

Contact Lenses

ISO 14534:2011 Ophthalmic lenses and contact lenses care products —
fundamental requirements
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Appendix 2

International Price Comparison

A comparison of international retail pricing was undertaken. Comparisons
were made against like for like products and then converted into NZD from

both GBP and AUD. 7>
&5
Both the United Kingdom and Australia have the benefit of a Iarge;«ceﬁsgrher /::\“
base relative to New Zealand; evidence from the table mdmatesthét QVQ “jjj \\\\
retail pricing is considerably hlgher in New Zealand. /\ \ V"\ L Y
M NN
Across all the product lines, New Zealand retail prices are ﬁn QVeragb 19% § 1\ PR
higher than in Australia and 81% higher than in the Un“ted Klngdbm A ‘-.__\' /‘*»3"‘
< S \\‘» WA
I g ““‘“»k\\ %

United Kingdom

39 »
g 4ol % Variance

Equivalerit k $ Variance
Complete Glasses 36%
. N e N L™ {’
Smart Designs .45 w9 - \ )9 e a 30%
NN | [
Young Styles o~ V130 (:;‘x \\169 30%
Advanced Styling < <N 69 140 ) N y 169 21%
2NN ) /1.
Designer Frames’ @95 \‘\\ N/ 99 A~ 20— T 299 49% _—
Flex Hinges \\’\’:/:_}"’ 8 (| 369 114%
Stainless Steel "\~ 85 5 N[~ AT3 439 154%
Sermi rimless ‘) g | 201 439 118%
'Fitanll\\r\ﬁ > (\4\:2 AP 254 469 85%
|e;§, NN 169 343 499 45%
j\’{t Rg N\ o7 39 79 130 64%
¥ ~ StandardR\og?Qs‘skve 2 49 99 200 101%
= K N
S i Pregmum Pfggres.swe’ 79 160 375 134% 130%
G AT N N L
N ALV fEﬁt_eRrogrgsfsive 109 221 550 149%
i ; /'? AN -\'.:
NN {Bifogal,\:‘/ 35 71 200 181%
b z = T
Py UttraClear 30 61 75 23%
/» N4 °© Sun Tintand UV Filter 12 24 50 105%
& \// | Polaroid 60 122 200 64% 56%
’;:::\ "_ | Transition 49 99 150 51%
f ok
\“ ) 2 Driving Tints 109 221 350 58%
Wik, -| Extra Thin and Light 40 81 180 122%
[
§ % Super Thin and Light 60 122 150 23% 76%
| Ultimate Thin and Light 20 183 350 92%

38 www.specsavers.co.uk (as at June 12)
39 www.specsavers.co.nz (as at June 12) — (39% of MSD client share)
40 Based on a single purchase of every item within the category
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Elite Progressive . n
Bifocal " <:\\\\} na ) v
UltraClear @\\\\x/’r/ 50 ’\\\\G/Er\\j 75 16% 219
2 \ 7 A
| sun TintaFd(Qy itet > (( \%9\\, 50 29% ’
o
"§ Polaroid ‘\;//r:.\ < / \ ‘du\/a n/a n/a n/a
" _‘_,_'/ / —
| Transi Q) NN W n/a n/a n/a n/a
s N g:k a n/a n/a n/a n/a
5 \:> 60 77 180 133% 133%
E n/a n/a n/a n/a n/a
(] P
/> £ W n/a n/a n/a n/a n/a

Australia

4 RRP
AUD

NZD

Equivalent

42 NZ RRP

$

% Variance

43Type %
Variance

Flex Hinges
Stainless Steel
Semi rimless
Titanium

Rimless

249
249
249
n/a

n/a

Complete Glasses 39 50 69 37%

Smart Designs 99 128 119 7% ? /2

Young Styles 149 192 169 <\{;i -~ N \,/\\

Advanced Styling 149 192 169 <\‘:1>2\$‘\Q/ o (/ 7 %

Designer Frames 199 257 299 \ % e \ C )/\;
(\\\ ey

Re-glaze

Standard Progressive

Premium Progressive

41 www.specsavers.com.au (as at June 12)

42 www.specsavers.co.nz (as at June 12) — (39% of MSD client share)
43 Based on a single purchase of every item within the category

69



Appendix 3

Financial Modelling Assumptions

/\
Eye Examination — Age Bands < f) 4?\
o ™
Based on data** available, the number of clients seeking hards{ug/ ‘5{ = /;--Q} \\:>
by age has been determined as follows: ¢ W\ 3
\:‘Q://

Age Band

7 years and under {{2//} e 2l \\ =
ath T M - <  &o S
8-20 1453 7 ()Y
SN 3 N
2154 ; eﬂéqs\\\\ - ‘»f‘\g\\\% 6
26208~ [\TuV 399
> SRNES QAT 3%
) L Y
Totals RN \1\:;‘ ,31’1,_ {x@{\} i 100%
- \\\‘ \ \ < ¢ .)JJ NN
/f/‘ ‘\ ,f—\l\“’é--i?;?:f !
Prescribing Rat 5. < oL
Currently pres toin {ates ar \q ess of 90% at some suppliers.

Consulta(t‘on:1 ts he expec ﬁgur& or prescribing spectacles after an eye
exapnma a 70°

3(%6 }g Types \ \\ X
<’\Curr 5% aII tranéézeﬁf)ns are for single vision lenses, 25% for
/\} {mwfbcal anq for bifocal*c.

TR &
<<”} ,}3\.\_‘?8hange ihg»s‘p}’mf cations for prescribing will change this ratio. At this
<~ sta ¢ the j. ict percentage change is unknown so a “best endeavours”
L% mqte 4T'has been made as indicated in the table below:
)

/ s \\\-\—'

By Age Band Overall

Transaction Type Y ‘a’zzrs 8—20 21.54 Current Proposed
(' under
e \ ?'1\\> Eye Examination only 6% 16% 15% 2% 1% 10%
\ P Eye Examination and OTC Spectacles 0% 4% 11% 11% 0% 10%
N o Eye Examination and Single Vision 94% 74% 60% 60% 55% 62%
Eye Examination and Bifocal 0% 0% 3% 10% 19% 5%

Eye Examination and Multifocal 0% 6% 11% 17% 25% 13%
100% 100% 100% 100% 100% 100%

44 MSD IAP Data Warehouse, Job Tracker Request # 50664

45 New Zealand Association of Optometrists

46 OPSM client data supplied

47 Full breakdown available in A6403271: Option 5 — Transaction Profile Percentages and Cost
Calculations
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Appendix 4

Purchasing Controls/Product Restrictions
¢ What components can change and what components cannot?

e What changes can be made to how optical goods and services are
purchased?

¢ What controls can be put in place to manage what optical\_g'bddfs-._and
services are purchased?

There is a risk that reduced prices may mean some clients’ try fQ upgrade lens
material, coatings and frames. Restricting what is available and. havmg clear

prescribing and dispensing criteria will result in a rédtction in the purchase of
components that are non-compliant.

Eye Examination
An eye examination is essential to determine a client’s optical heeds:

It has been established and agreéd. W|th a panel of mdependent
optometrists*® what componenits areincluded in eye exammatlons and related
services. These have been itemised in Spec&flcatlens for Services — Eye
Examination (Appendix X):

Prescription

Anecdotal mformatlen suggests unnecessary prescribing where patient’s need
or variance is marglnal so asto'not warrant prescribing new glasses or
lenses.

Measurements of need.or varlance have been included in the Specifications
for Serwces Prescrlbmg, Dispensing and Additional Care (Appendix X) to
control this practice.

Frame
Itis possmle tofestrict the range of frames that are made available and
ensure cllents immediate and essential needs are still met.

HQWGver the range still has to meet a variety of needs such as head width,
nose bridge width and accommodate lens shape.

Welght is also an important consideration for the elderly who have delicate
skin than can be torn or is susceptible to sores from wearing heavy
spectacles.

The restricted range of frames that can be purchased have been included in
the Specifications for Goods — Frames (Appendix X).

Savings in this component can also be achieved by negotiation on price.

48 New Zealand Association of Optometrist Board Members
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Lens - type

Single vision lenses will meet basic vision requirements. Bifocal and
multifocal/occupational lenses are a choice made to enable the wearer to
perform various tasks without removing or changing their spectacles.

Prescribing specifications will default to stock single vision lenses with bifocal
and multifocal/occupational lenses by exceptional function requirement only,
as defined in the Specifications for Services — Prescribing, Dispensing and
Additional Care (Appendix X).

By ensuring the Preferred Supplier has a wide range of lens strengfhs as
stock this will reduce the need for more expensive, bespoke, ground lenses,
as set out in the Specifications for Goods — Lens Supply and Fabrication
(Appendix X).

Savings in this component can also be achieved by hegotiation on price:

Lens - material

Plastic lenses meet most client requirements-and this-will bethe default
prescription, as defined in the Specifications for Services— Prescrlblng,
Dispensing and Additional Care (AppendJX X): Higher. mdex lenses will be
prescribed by exception only as a. functional requirement-e.g: where the
weight if plastic lenses causes the client discomfort.or harm?©.

Savings in this component can also be achl.e_ved._by negotiation on price.

Coating
Most coatings are not essential to client needs.

Anti-reflection-and transmon Ienses with be by exception only as a functional
reqwrement as défined in the Specmcatlons for Services — Prescribing,
Dispénsing-and Additional Care (Appendix X).

Savmgs in this component will also be achieved by negotiating front and back
scratch’ résistant.coatings being included as standard for all stock single vision
lenses.

Savings‘in this'component can also be achieved by negotiation on price.

Contact Lenses

The prescrlblng and dispensing of contact lenses will be restricted to clients
who; formedical reasons, cannot wear glasses and qualify for MoH subsidy.
MSD-will only pay balance above subsidy, as defined in the Specifications for
Services — Prescribing, Dispensing and Additional Care (Appendix X).

49 The elderly are susceptible to skin tearing from wearing heavier plastic lenses

72



Appendix 5

Specifications for Services — Eye Examination

e Ability to meet clinical standards of diagnosis and management

appropriately managed

Asymptomatic vision and eye health problems are correctl@l
appropriately managed

available for clinical audit
Appointment availability within 4 weeks AT R \“"/9 4

AN

Opticians Board \ \‘f/ \\

Membership of NZ Assomatlonsf‘\Bp‘meeInsts /N
Reference is made to “Stan rd\Xf\ClTﬁlcal

g"“x

>

Patients presenting problems and symptoms are correctly diagnoséitaihﬁ <// >

o\séd_ and

Clinical documentation including patient records and cfefe,t_ral Ietters arg éqﬁp\etea and

‘R\\
\\\ “

Registration and Annual Practising Cg(ﬁﬁéamtmﬁe Op \6th§t§ d Dlspensmg
< %'
N

\ter\ce’ for Optometrlsts Standards

_/1
S

\>fv

of Ethic Conduct” an s,of Cultur éﬁegde as described by NZAO and
NZ Optometrists &> e \ing Opticians qu rd\
& M 2 o

S R
ANV
7 years andxum‘ier (\ ) \\»:: \\\/ $220
Y AN
8 yeqfs@géo\le{a {‘\ \‘:\{?"H > $150
, \)
\,
b Q\y\ea@\tgﬁ/ yearg\ . X $180
rd R o \ e
S v, ‘ o, \_\\ /
'/:::\‘. \\/%’%\ears +{ A '\\ $250
\”’;i::}/ Pl N \\ §
\\\\ % { e _\\> v
\‘> f\(\ \‘\‘\\\\ 4
P /) ) \\\_q:
KNS \>
N
N : /s NS
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Eye Examination

Process

What is involved

What it does

Presenting ocular/visual signs
and symptoms

Establishes reason for

7 and under Understanding visual tasks, examination

0 activities, occupational needs Understand requifem ents and
Ocular history/family ocular expectations of pat:ent

21-54 Compulsory history Determines risk factorsfor ~_ |*
Past and current medical certain €ye heaith condltlons /1
history and overall health conditions |

55+ Allergies and drugs that may aﬁect the eyes '_j__‘ e
Family medical history N N \ WV
An examination of the eXtema1 i "\T._ -

7 and under area around the eye wchu‘dmg

8-20 lids and lashes "¢ ES:;:;Z'I‘:I:?‘_&@ _are no

21_54 Compulsory Requires the use of a Sllt-elarpr SN NNl
blomlcroscope !

55+ ¢ Y \_\'\ i B
Examlnahon\ _of the lnternal \ SN
structures of the eye from front*{

7 and under | to back using Sllt—larﬁp\ s

"~ |funduscopy and— T ”
4. 20 < -ophthalmoscope al on g wi’t Checks eyes for‘ abnorrnahtnes
»gonloscopy andlor bmopt:ﬂar Detection and diagnosis of any

21-54 _{'indirect on indication signs of eye disease
Examlnatlon of puplls media,

55+ optic. disc, macula, retina and

xbtodd vessels

& ?,s \"?\>

? and unde(

R Compulsory

Age appropriate measurement
of visual acuity with acuity
chart typically Snellen or

Measures ability to see detail of
a given size at a given distance
compared with “normal”

Reduced visual acuity is
frequently a sign of ocular
pathology, explanation for
reduced visual acuity must be

\ logMAR adequately investigated, e.g.
amblyopia is a diagnosis by
. exclusion
< Part of the driving vision
standard
N2
- Phoropter or trial frame uses a . .
»7 and under - - Determines levels of hyperopia
= to assess reftacte arror .| (frsightedness), myopia
- Compulsory - (nearsightedness), astigmatism
21-54 vision gnd deﬁne. any and presbyopia
corrective prescription
55+
Ishahara 24 plate edition or thcks for _hersditary colour
7 and under Compulsory equivalent red/green vision dsﬁslen0|es
pseudiosochromatic plates Colour vision tests can also
8-20 1 visit Compulsory D15 or Oscar or Lantern on alert an optometrist to possible
21-54 Then on Indication indication eye health problems that may

affect colour vision including
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Eye Examination

Process

What is involved

What it does

macular degeneration

55+ Part of some occupational
standards
Determines how well eyes and

Assessment of ocular motility, ;'fs:‘aolvzyni:;:? Z:%ztlor; i terms
fand under convergence, cover test, binocular coordlnatﬁn trackln 7

pupillary reflexes and and focus g
8-20 amplitudes of accommodation Det és Jf”th g

tests of binocular and blnoclqa vision that may nee d

fauo:é)t?;nmoadsaitrl]v‘;c\gts:dal P remediation, or by ~sympton'fatit: s
95+ ’ | of other physiological or *

q neurologlcal émndlhons :
"\ A “\\ “. N \

Threshold automatqd P
7 and under perimetry to-assess the ared ﬁD;tdeg:: nd measures visual
8-20 on Indication threshold | ©f useful v_|S|on and, ldentlfy
2154 visual field 2;1?1022%5 oﬁnsiqn reductlon \ Xﬁ}ﬁgg‘%gﬁ;}g‘; (Egnggw"
55+ \ : {_‘ spots/ scotomas) of peripheral
7 and under : | vision as a result of one or more

K Confrqntatlons/quadrants and | eye health conditions

8-20 Compulsory sqéeniﬁg k :.\Amsler s Grid.or automated Part of the driving vision
21-54 visualfield ~ ~ \ \ |’s¢reening perjmetry are. standard
p— < .-aoceptabIe f0r sgreemng

7 and under_,\

. |-on tndication”

;

~ .4" 2 .
oS #
8-20 >

s

A oy
' on Indication .

39 and under —on
Indication

40+ Co?npulso;y >

Oompulsorv

N Q)igpbléﬁétion tonometry or
“clinically accepted correlated
., [-alternative

High eye pressure is one risk
factor for glaucoma

A full glaucoma assessment
includes evaluation of
family/medical history, anterior
segment including gonioscopy,
optic nerve, retinal nerve fibre
layer, threshold visual field, as
well as intraolcular pressure

“\\ 5

N/A
1%t visit Compulsory
then 5 yearly
5 and under
7 and under Compulsory
Others on Indication
8-20
21-54 on Indication
55+

Tropicamide and/or
phenylephedrine or
cyclopentolate eye drops are
instilled

Assists differential diagnosis by
improving the quality of view
inside the eyes and enables an
examination of the peripheral
retina

Especially important for people
with small pupils, symptoms of
floaters, cataract, optic nerve
and macula assessment or
paediatric examination
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Eye Examination

Process What is involved What it does

Provides objective
documentation of eye

7 and under . . structures, reduces inter- and
Tﬁchnologgl '"ﬁIUd'"I? intra- observer variability,
8-20 photography that takes assists monitoring of change,
niacion | ITaGES f et the areror | gt i dagress |
21-54 9 Digital photbg\raphy |f used i
needs to provide animage | [ %
55+ qualltxthat is gr“adable A~ NN
Patlentpresentlng problemygré o
Management plan for each approprlately resé!ved -f.
patient is determined and) 3 o ,‘asymptomath prebte\rQs are’
{-and under implemented i (‘ approprlate’ry maﬁ[aged
8—20 An explanation for ab:norn'ial ‘Patient 1s'fuIIV|nfb(med of
signs or sympt\ﬁms is dlagnosis ‘and JtrJeatment plan
Compulsory determined . . /\, ) ~and review period
2= Patient {e\new perlod45 ,n Thls mightinclude spectacle
deteimme& N -wresthtlon treatment,
Sk \, Mo ‘3 / mgmtorlng or referral
Spectacle Prescription Cllmcal ﬁndlngs aré o m \

\ mterpréfed a chfreren Clear, comfortable vision for the

R 7 R > rticular visual task with
“{ particul ard” tomutar pa _
gatholog;ﬂ;gshéqtade spectacles prescribed

prescription is denved

; \Apprgprlateiens and frame is | Ensures the prescription

— seledted the manufactured spectacles are fitted to the
N bllance is verified and patient to optimise comfort and
d‘lspensed performance

o

In the event of referral to public
hospital or private specialist for
medical treatment or further
assessment then sufficient
clinical information is obtained
and documented for triage

Refers the patient to other
professionals in a timely and
appropriate manner

As required
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Appendix 6

Specifications for Services — Prescribing, Dispensing and Additional

Care

Prescribing and Dispensing

ltem Detail Qualifying Criteria
{
+/-0.50 DS /“; L
o . N \
Margin of ch ired t o:) 50 DC MAN \\b\' (“;S‘;\“\:f/
. argin of change required to | - 5 )
Prescription dispense new lenses or { ;:\L e Q\ A\ {ﬁ o
2 Sneljeﬁhln\es vement in ﬁs\ ity or 51 0.2
D iy
Price controlled — up to $20 \/ s
value N \\ \ \\\ ) )
OTC Hobby Stocked by Optometnst s \ ‘v/ N\
Spectacies o <\ wv M(for QMI réa\dmg pﬁrposes

patient advised of st
make purchase else

P

\ "\ ./)f\)
<A\ \\\/’

1.

e

Stock Smél{V‘s@n

-;De; NN

Lenses — Type Blfocql /\} L b \thn‘éﬁ:op\équirement only — specify
p@lﬁfag upaﬂona\l T ‘ﬁuﬁctional requirement only — specify
Blas’qc‘J NV A .‘:;::zbefault

Lenses - Mat§ S \:\\ NS Functional requirement only (safety/weight) -
PZA "@ \l;iygher Inde’\\:\\\\\xﬁ ey
\V( ?‘f Scratch rés&%nfjstandard) Front and back surface hard-coated
1 &é{lng}» @t{-Reﬂectlo\n Special need — specify
B oV
PN ;\/«/ i \:: T{g}ts:t §n/ Special Need - specify
f‘: % R :
\/;_ “‘L«x. ?_ W /:?\\:\ \ New frames from restricted Patient does not currently have spectacles
\\\ T Frameif ) «‘|'range only if patient’s current | Frame shape/size not suitable for new lenses
> 3 \\ J frames cannot be reglazed "
|/ /) NS g Frames damaged/poor condition
// \ \\{, \> Restricted to patients who, for medical reasons,
’ é % Balance of cost over and cannot wear glasses
. _fContact Lenses above Ministry of Health L . .
/,:j\" < Subsidy Optometngt is required have a contract in place
B \\‘_ i with the Ministry of Health
5, |
N\S)
gl

Additional Ca
Process

Advanced Imaging

re

What is involved

(spectral domain)

and management

Optical coherence tomography

Corneal topography at an image
quality appropriate for diagnosis

What it does

OCT takes very high resolution cross
sectional and topographical images of
the retina - Particularly useful in the
management of macular disease and
glaucoma

Corneal topographer takes
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Appendix 7

Specifications for Goods — Lens Supply and Fabrication

e The fabrication of spectacles as prescribed by MSD accredited optical /’5e /2
providers :
e The provision of spectacle lenses and coatings that meet a
ratings and standards, including but not limited to, Intematl

managed by Standards New Zealand \ >\ R B

o Comply with all applicable legislation and obtain an?(;\/ Ztaln a\>cence \§ éﬁ?}‘;

certificates of approval required for the supply a of the e
e Fully compliant with the International Labour s Inter \I\ and

Conventions
e Scratch resistant hard-coat front and \) \d{ p(Was standard
o Cost of fabrication included in Kp\éﬂ
e Delivery to New Zealand lo %@ wide < \\\K\?
\:>\/‘
: P

\
\ \

Supply
tUnit Price

Coating per iens

Anti Reflectio \> gt Sy

Trans‘m\&rfB A W R‘\:\:\\f\'”“w)
N, N N

/’{:::\\ \" <:\\ ; \\\/

A
¢ Sk ) 3 o
QJ(@ / =3 \ ; Facsimile
\\} roks of pﬁ tion receipt available Email YES NO
,// : \ N Online order system YES NO
,/ v ‘/ “"\) ) ) Stock (working days) 5
< > Bﬂcatlon (from time of receipt) -
/—x X < 4 Bespoke (working days) 10
T,
a\{: \ }  Delivery Time Standard (specify in working days)
x:.i/ Standard Delivery Specify delivery method
Delivery Cost
Quality Control Procedures
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Lenses - Supply and Fabrication

Price per Lens
Lens type Lens material (including

Stock/Bespoke Strength SR
(Single Vision/Bifocal/Multifocal) P Plastic/High Index 9 fabrication
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Appendix 8

Specifications for Goods — Frames

e The provision of non-branded spectacle frames that meet all relevant
ratings and standards, including but not limited to, International ISO

certificates of approval required for the supply of the Good

managed by Standards New Zealand 5;"\%
e Comply with all applicable legislation and obtain and maintai i%ﬁe}\)/lts alﬁ(

ifications,
S as

\\i;/
e Fully compliant with the International Labour Organls 's Inte tional Laws \}
Conventions < {;
e Sample sets to be supplied (at no cost) to Ac i pliers o S
nationwide
e Frames for fabrication to be supplied {o\{@‘}m pph/p?}%b\\q\ ion Services

““‘“*-.

Frames - Supply

Frames to be suitable for all Lens Types

Frame Ref
Number

Size/Width Materiai(s) Unit Price - per pair
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Order Fulfilment

Facsimile YES NO
) ) Email YES NO
Ordering methods available -
Online order system YES NO
Telephone YES NO
Dispatch (from time of order receipt) Specify in working days (\\< (\{*" . o
S Y > . \
— > N\
Standard Delivery (to be included in cost of Specify delivery metho%)(\l/ /\\:\S\/ ( (
frames) Specify delivery tin‘\é\\ \ % \\ »\_J)//\‘
Quality Control Procedures ~ \> \\> ?
L
ﬁ \ i Ve o
N2 ®
<\ Y AN
Y \‘\_
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Appendix 9

Non-Mandatory Evaluation — Guidelines

e Finish — check for rough edges qfé"?‘ ' s
- \’/ Z\ \“/B
e Materials — are they durable //) NV

e Joints — are they securely welded anq\ % Y

e Arm joints — do they align smoo_tl'(ﬁ”ﬁd\ i /g the ’é\@
v >

. \
e Ear pieces — check for comf rtj;\ ty /\&:\ \>

e Flexibility — is there sufficient fl M/

o Weight — lightweight frame uld tak into %ﬁ ation they will be worn
by small children and the eId x

e Style — do they co Il witha typl ﬁ‘@\e\b sonably priced frames you

would expect to ;g;e igh street

ednsi plast wiiTEomprise the largest volume of lenses
/ﬁarch\gg;%‘» '6\1@

< <,€ N w wide a ngths do they have
hat Js\the vari f strengths in the range

Volumes in Option 5 — Transaction Profile Percentages and Cost
s (A6403271) to determine the overall cost of each Respondent’s Financial

83

The range of samples should include variances of size that will fit ac%&\‘ i ]
as well as a large adult <\\/ \ /E—
« Qualty: ﬁ %, A~ \\N_ )
e Hinges and bridges — are they likely to come loose or br‘é%c) ‘\v\\j’
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Appendix 10
Child’s Eligibility for Community Services Card

The definitions of 'child' and 'dependent child' used for Community Services
Card eligibility purposes as set out in section 3(1) of the Social Security Act
1964:

Dependent child, in relation to any person,—

e (a) means a child—
o (i) whose care is primatrily the responsibility. of the person;.and
o (i) who is being maintained as a member of that person's family;
and
o (iii) who is financially dependent.on that person:

e (b) does not include a child in respect.of whom payments are being
made under section 363 of the Children, Young- Persons, and Their
Families Act 1989:

e (c) despite paragraph. (b), includes a child ora young person (as
defined in section 2(1) of the Children, Yoting Persons, and Their
Families Act 1989)— _

o (i)-ofwhomthe personis a parent within the meaning of that Act;
and

o (i) to'whom section 361-of that Act applies; and
(iii)-who, under section 362 of that Act, is placed in the charge of
the person:

include a child in.respect of whom an orphan's benefit or an
unsupported child's benefit is being paid
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Communications Plan

Stakeholder Information Required

Minister

\%

Timeline

Appendix 11

National Office

Front Line Ministry of Health Children’s Spectacles Subg«\\ Y

Ministry of Health Children’s Spectac i& f'>
Providers Y be \’y

Ministry of Health Contact Lenses\

D AT 000
Advocates Vo \\ ¢ <\§\\\\\_i\)\
Clients Q\ \\; A R
RN e R
i B R

Meda AN AN
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Information Technology Plan

What has changed?

How has it changed

G },r>
s <
({\\j\\\\,f <4 A~ = ;\:/‘\\\\ =
oy 27 Ny Appendix 12
AIANN *
AL NN S
AN \\ \ NN Y
N 2 \ s

Timeline
™, b \ 1 \‘ i
IT systems used to process Hardship L N WX
Assistance System prompt for MoH Child Subsidy /\\ A (g e N\ v
RN I i
N > T .~ L7
R \\i h 5 h -\\\ \ \/
1 \‘\\“\ 3
Is hardship assistance for éllén‘t\or\pépendent?\ LN -
— specify relatlonshlp 4 <’ / > \ e A \ T
N N ¥ l/ b N
r/" . ‘\/’ S g SN |
= k\j_.//\ N </,/\\\.\*""I
{ J\__./) N W e
RS TR e SONONON
N o 5 T NN N
AV A SO0
:///f" 5 \\ (’/ \\\\K"‘\L“--\.‘ NN
A \ <h,/ ¥ \-\\\\\“‘:)
PANNED\V R
(T2 RN ey N
o - \ o R
//;: 5 <’/’/> - 20 1\\‘\:\ \\\\?'//
Ak g O O T
N e, f_ﬂ_\ WA X \\
\\\ £n ” f 5 AN \\/"
NN | ‘;‘\) ™
e A \\‘« N A
///,/) \\\‘\' il
N N
< O)\:\
,/"‘u:\\{: "
‘I ‘f \‘-' .\\)'
\"‘\_,,—' }.f
A
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oNY 7 Appendix 13

- - . e N Ty
Service Delivery — Training Programme _ \\‘l_} > o

Trainees Training requirements Training / Informaticn delivery method  Trainer Timeline
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7 Appendix 14

. B . . AN NN 0%
Service Delivery - Guidelines and Processes TN , \ N

Guideline / Process Change Question Response Timeline

QAN ‘YE§ tick d
System Prompt - Recipient Is the application for the client? e O af\ ‘p?qbeed
W ) NO = reeord Yél@tlonshlp to client and proceed

YE‘&, Refér client to MoH subsid
System Prompt — MoH Child Subsidy Is assistance to provide optical care fdr\bhli/d of 15 RS y

years or under? ,\< = ‘_,,x/,ﬁ.)‘} \I\R& gontlnue with process

7

ot
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Appendix 15

Hardship Assistance Application Process

g £

Meet and Greet 1. Greet the person applying and identify the type of aSS|stach s

required:

° Advise the case manager or team /\ R ﬂ

e  Give the application form to the person applylng to comple’te i

Identify person 2. Follow the Identification Standards o .

applying for S

assistance P Y . e

Identify the 3. As advised in the prqceSslng sta(idards n) UCVH you must record:
gﬁ:’son S Neecs e whatthe person oT fherr agent is requeetlng

circumstances o eg food-graht washlng machlr\e or optical

e what eVent or c1rcumstancés has caUSed the person's hardship
to- bnng themor their agent In‘fo‘r thls assistance

Note\.\Vou should keep the UCVU note open until you are ready to
‘__.re,eommend or decllne ‘to avond"makmg additional notes

Identify best - 4a GﬁeCK fhe appllcatlon fonn to ensure:
course of | O\
actionfoptions ) acceétable 1D is attached
A XA . aquote is attached;
2 "/»5 \ < ( \ N\ i CL \a quote is not required for assistance with food or petrol
L ‘ Note: Addlﬁonal verification is required for people who are not currently

< receiving on-going assistance (e.g. main benefit or Accommodation
N \Supplement Disability Allowance or Temporary Additional Support)

,f_,'\_5, Ensure the information on the application form matches SWIFTT
and/or UCVII:

7y « income
° assets
o name

° address

) Remind the person applying for assistance of their obligations to
Sk advise us of any change in circumstances and update SWIFTT and/or
UCVII if required

6. Check if the person qualifies for additional on-going assistance. For
example:

e  Accommodation Supplement
o Disability Allowance
e  Temporary Additional Support
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e  Childcare/OSCAR Subsidy
Note: if entitlement exists, grant the additional on-going assistance
7. Assess entitlement to SNG, Advance or RAP:
e ensure the income and assets are within the allowable limits
» ensure the assistance requested is the best course. of action.

You need to consider:

e person's ability to meet the need from theu' own resources
e person's attempt to use other avenues to meet thls need "N
« f the person caused or contrlbuted to this need or S|tuat|on "'3“' -
e existing debt level (if recoverabfe assrstance) '

« rate of repayment (if recoverable assstance)

e person's ability to repay and stlll have enough money for living
expenses (if recoverable assistance) Nz

+ check the number of SNG ADV; or RAPs ret:elved in the past 12
months forthe cllent and partner N

First or Second SNG/ADV/RAP applicatlon If appropriate discuss
reasonable steps and budgetmg actlvrty

"-Thlrd Fourth and’ Frfth SNGIADVIRAP application: You must
dlscuss and agree ona reasonable steps and a budgeting activity that
. _must be completed- before further applications will be granted.

-Complete and result the appropriate referral in CMS

l. Slxth SNGIADVIRAP application: The case manager must conduct
LT W o an mtenswe interview and if appropriate refer the client to a Budgeting
N .-.;;'_'_-‘.__\Adwce Service. Result plan items in CMS

.,Sub’sequent SNG/ADV/RAP applications: The case manager must

_~eonduct an intensive interview and if there has been a previous referral
to the Budget Advice Service the client must show that they are
continuing to engage with the service

8. Make decision to decline assistance or recommend for
authentication. Ensure:

« the amount meets the person's need

e the amount is within the allowable limits, or gain appropriate
manager sign-off

e you have explained and/or demonstrate to the person or their
agent all the decisions made, especially decline actions

e advise of follow up appointment details if required and book in
ABT

« refer to job opportunities
¢ link client to government agency or NGO for needs that we are
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unable to assist with

Note the level of detail you go into with the client or their agent will
depend on how much time is available

9. Record your decision and reasons in UCVII
Create or 10.

update Service e Refer to job opportunities
Plan

unable to assist with

Note: the level of detail you go into with the appllcant or ’(helr agent wdl
depend on how much time is avallable

P .1

Book a follow- 1. ,
up appointment  Referto job opportunltles

e Link client to government ageney or NGO for needs that we are
unable to assist withf > -

Note: the level of detaﬂ you go,mto W|th the appllcant or thelr agent will
depend on how much tlme is avallable

\ -.)
¥ g
AN

Authenticate 12. Complete authenticatlon proces:g {f reqwred
-_ffﬁlf_“g-.. Batch paperwork SOy

e the case manager»pr"ocesses appllc‘atrpn in CMS, following the correct
busmess practlce ‘which’ generates a system recommendatlon to grant
or declme the assmtancepayment a system decline is time

consurmng and comple Y

the case manager ebmpletes the hardship assistance application on
A\ the system while the client is there.

e > for hardsmp assrstance
o a quoie is sighted and manually recorded in the system

; ""-"- o payment is processed in CMS

o payment is authenticated in the system by an Authenticator
) (following authentication standards)

o the case manager loads a card (payment card) with the amount and
the supplier details

o This is done immediately (assuming the vendor is in the
Ministry’s system)

There are in excess of 200 optical suppliers currently in the system
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RV L
AN AN i
A0 (L Appendix 16
\';r\\\\ \\\\ ) f‘h;\"“\‘\\‘?:f";
Supplier Store Location in relation to Service Centre Demand n \Vr
,/>(< «":; o < :\\ v

ckland Metro Linwood | 356 | N |-N'\[ N |'Nelson/Canterbury 89
Albany 53 N_| New Brighton o~ | 174 [ NN [N [ Northland 184
Avondale 128 [ N [ N | N | Papanui NN AL N | South/West Auckland 232
Birkenhead 79 [ N | N | N | Rangiora A N | .98 N | Southern 143
Browns Bay 24 | N | N[N | Riccarton "~ .~ /306 N | Taranaki/Waikato 151
Clendon 111 N [N]|N][Shidey /" ~~  ~ \| 1232 Processing Centre 211
Glenfield 76 |INO ¥ N | Sydenham AN 730 Contact Centre 2
Glenmall 132 | N [N [N | Centfral -~~~ NANE Southern
Grey Lynn 45| N | N | N |'Dannevirk -~ Ny NN 106 Alexandra 20 N[ N|N
Helensville 68 | N | N | N | Feitding- Y 78 Balclutha 34| N|[NJ[N
| Highland Park 115 [ N | NN | Foxton . AR 53 Dunedin Central 228
Hunters Corner 70 | N _}'N ['N.| Horowhenua. . 124 Gore 54 [N|N]|N
Mangere 192 [ N ['N{ N-}Kapiti " .~ 7 137 Invercargill 281 N
Manukau ) N | Otaki~ " .~ 56 Mosgiel 46 |N[N|N
Manurewa 314 | N[N /Palmerston North 288 Oamaru 83 [N N
Mt Albert 109 | 'N. [ N | N.[ Palmerston North Terrace End 83 South Dunedin 124
Mt Eden N | N Wairarapa 164 Timaru 141
New Lynn 167 | N | East Coast Taranaki
Onehunga 83 | N Flaxmere Hawera 65| N[N[N
Orewa 1251 N Gisborne Marton 12 N[ N|N
Otahuhu 79 N | Hastings East New Plymouth 181 N
Otara 56. | N | Hastings West Stratford 51 |N|N]|N
Panmure 90 | N N | Kaiti Taihape 12| N| N
Papakura 264 d Napier Taumarunui 28| N| N[N
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Papatoetoe 68 | N [ N | N [ Ruatoria 53 | N | N Te Kuiti 36| N|[NJ|N
Pukekohe 137 N | Taradale 111 | N |'N° Waitara .- 53| N[N|N
Queen Street 116 | N [ N | N | Waipukurau 31 | NN “Whanganui_- . 307 N
Takapuna 65 N [ Wairoa 45 | NN | N | Waikato "
Tamaki 119 | N [ N | N | Nelson —~po Lo | cambridge - 57[N[N[N
Three Kings 120 | N [ N | N | Blenheim 178 N} Dinsdale 231 [N|N|N
Waiheke 16| N | N[ N [ Greymouth 500 N_[*N[ Five Cross Roads 203 [ N[N ]|N
Waitakere 367 | N | N[ N | Motueka S "N | Glenview 73| N|IN[N
Waiuku 64| N [ N[ N [ Nelson ~Hamilton East 90
Warkworth 49 | N_| N [I¥1] Richmond Huntly 125 [N | N
Westgate 177 | N | N [ N | Stoke Matamata 53| N[N
of Plenty Westport Morrinsville 44 | N | N
Greerton 119 | N | N| N | Northland Ngaruawahia 42 | N| N[N
Kawerau 62| N [N Dargaville bl N_[ Paeroa 37|IN[N]|N
Mount Maunganui 102 Kaikohe \ =~ -\ N N | N[ N]|[TeAwamutu 5 [N[N]|N
Opotiki 61 N | N Kaitaia . .~ N A N | Thames 74 | N|N| N
Rotorua 274 Kamo. '\ - > TN N | N | N | Waihi 66 [ NI N[N
Taupo 126 ‘Kawakawa OO N | N [ N | Wellington
Tauranga 138 ‘Kerikeri SO N | Johnsonville 76 N
Te Puke 59 | N [N Onerahi . N | N | N | Kilbirnie 117 | N| N | N
Tokoroa 122 | N<['N} N | Whangarei Central - 207 N | Lower Hutt 89
Whakatane 114 | N Other: Super/StudyLink Naenae 133 [N | N | N
[ Canterbury N ~__| Bay of Plenty 181 Newtown 120 [N| N[N
Ashburton 40 N |{ Central/Hawkes Bay 268 Porirua 309 N
Christchurch City 4 “N_|. Christchurch Metro 71 Upper Hutt 134 [N [N
Hornby 229 N |..Cntrl/East Auckland/ Coromandel 209 Wainuiomata 130 | N[ N
Kaiapoi 88 -] N | Lower North Island 208 Wellington 126
N
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Appendix 17

Accredited Service Provider — Quarterly Reporting Requirements

Supplier Name:

Kilbirnie
Store Location:

Wellington

Referral Contact Next
Date of Date : o OTC Hobby Margin of Lens 7 Reglaze Contact OTC Hobby Lens :
Exam Dispensed Lo GEs (e YN HEEL Spectacles change = material L4 or Frames Lenses Spectacles MoH — rz\:teew
Excess
YES/INO )/ -
More than: e\ N / N \>
fYES +/-0.50 N (I~
complete N o T
margﬁn of spherical stk | ) \ v ::P MoH
™, \ \
Cllent change or Slng 5 \ > fa tor //De h\ ‘{ehglaze Subs|dy
dd/mm/yy | dd/mmlyy SWN Age Band ) YES/NO |- Vision o?\‘:_//report K ‘\,br report mm/yy
Number if NO 2lines | report exception \§§Qi exception | Balance
complete 1. exception & ) \ Paid
OTC Hobby \/) <\/‘ e
Spectacles -0, s :{‘“af
nacal | { 1,\ N\ \
P kY L
(</>\ s old
04/04/13 08/04/13 | 12345678 40-65 Y @Q < Stock Stock frames 60.00 60.00 04/15
am\\ broken
Z] )
S \ "*-»._‘))
05/04/13 10/04/13 | 12345678 16-39 N \ X 50.00 30.00 80.00 04/16
% . ~
07/04/13 16/04/13 | 12345678 16-39 /g%\ \ \> Y 50.00 48.50 98.50 04/16
b8
Sy
/,_\K\/;} /;\,f w High Index
/’:ﬁ \‘:u///" \> Not Client needs
07/04/13 | 18/04/13 | 12345678 65+ \ i:*»-. Y /’_‘;‘;\\ \ 5 4 lines available ligztwetight Stock Reglaze 80.00 320.00 04/14
as stock ue 1o
N \ & J/\ delicate skin
,//“)&‘x\\ e ) around eyes
< S
b
Prd Tl N
N
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Appendix 18
Preferred Optical Goods and Fabrication Services Provider — Quarterly Reporting Requirements

Lens Type:
Stock Single
Date Bespoke Single
Client Ref Order g : ste a? ég::j Bespoke
Received P Bifocal

Unit
Lens Reglaze/ Cost
Material Frames Right

Pair Cost Frame
Coating Cost

Optometrist

Optometrist
Name Location

Kilbirnie

Bespoke
Multifocal

Optometrist A Wellington 12345678 05/05/12 10/05/12 Stock Single Plastic 0.75 1.25 R g:g:;ch Reg {0\ 1 40 $62.00
. . . . o L SR
) New Brighton Bespoke High XX XX N \I;ghtwelght <A >
Optometrist B . 98574572 06/05/12 20/05/12 : X.XX X.XX [~ 60 - 50 170.00
P Christchurch Multifocal Index Y xx . % Q Framlg,e"\\‘ﬁ\ $
R WA (L YAND
F AT IR S AENAN J
AN VY AT SN L
SN Ch N N\
AN AN \\\\\}) ~
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