INDEPENDENT AUDITOR'’S REPORT

Murrumbidgee Local Heaith District Special Purpose Service Entity

To Members of the New South Wales Parliament

| have audited the accompanying financial statements of Murrumbidgee Local Health District Special
Purpose Service Entity (the Entity), which comprise the statement of financial position as at
30 June 2015, the statement of comprehensive income, the statement of changes in equity and the
statement of cash flows for the year then ended, notes comprising a summary of significant
accounting policies and other explanatory information.

Opinion

In my opinion, the financial statements:

. give a true and fair view of the financial position of the Entity as at 30 June 2015, and of its
financial performance and its cash flows for the year then ended in accordance with Australian
Accounting Standards

. are in accordance with section 45E of Public Finance and Audit Act 1983 (PF&A Act) and the
Public Finance and Audit Regulation 2015.

The Chief Executive’s Responsibility for the Financial Statements

The Chief Executive is responsible for preparing financial statements that give a true and fair view in
accordance with Australian Accounting Standards and the PF&A Act, and for such internal control as
the Chief Executive determines is necessary to enable the preparation of financial statements that
give a true and fair view and are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on the financial statements based on my audit. | conducted
my audit in accordance with Australian Auditing Standards. Those standards require that | comply with
relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor's judgement, including an
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation of the financial statements that give a true and fair view in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity's internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.
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| believe the audit evidence | have obtained is sufficient and appropriate to provide a basis for my
audit opinion.

My opinion does not provide assurance:

about the future viability of the Entity
that they have carried out their activities effectively, efficiently and economically
about the effectiveness of the internal control

about the security and controls over the electronic publication of the audited financial
statements on any website where they may be presented

about any other information, that may have been hyperlinked toffrom the financial statements.

Independence

In conducting my audit, | have complied with the independence requirements of the Australian
Auditing Standards and other relevant ethical pronouncements. The PF&A Act further promotes
independence by: .

providing that 'only Parliament, and not the executive government, can remove an
Auditor-General

mandating the Auditor-General as auditor of public sector agencies but precluding the provision
of non-audit services, thus ensuring the Auditor-General and the Audit Office of New South
Waies are not compromised in their role by the possibility of losing clients or income.

S €onal .

Sally Bond .
Director, Financial Audit Services

14 September 2015
SYDNEY




























Murrumbidgee Local Health District
Notes to and forming part of the Financial Statements
for the year ended 30 June 2015

Other circumstances why the going concern is appropriate include:

¥ Allocated funds, combined with other revenues earned, are applied to pay debts as and when they become due
and payable.
* The Murrumbidgee LHD has the capacity to review timing of subsidy cashflows to ensure that debts can be paid

when they become due and payable.

* The Murrumbidgee LHD has developed an Efficiency and Improvement Plan (EIP) which identifies revenue
improvement and cost saving strategies. Benefits from the EIP are retained by the Murrumbidgee LHD and
assist in meeting its overall budget target. The EIP is monitored and evaluated by the Ministry throughout the
financial year.

Property, plant and equipment, assets (or disposal groups) held for sale and financial assets at 'fair value through profit
and loss' and available for sale are measured at fair value. Other financial statement items are prepared in accordance
with the historical cost convention except where specified otherwise.

Judgements, key assumptions and estimations management has made are disclosed in the relevant notes to the
financial statements.

All amounts are rounded to the nearest one thousand dollars and are expressed in Australian currency.

Comparative Information

Except when an Australian Accounting Standard permits or requires otherwise, comparative information is disclosed in
respect of the previous period for all amounts reported in the financial statements.

Statement of Compliance

The financial statements and notes comply with Australian Accounting Standards which include Australian Accounting
Interpretations.

Significant accounting policies used in the preparation of these financial statements are as follows:
a) Employee Benefits and Other Provisions
i) Salaries & Wages, Annual Leave, Sick Leave and On-Costs

Salaries and wages (including non-monetary benefits) and paid sick leave that are expected to be
settlied wholly within 12 months after the end of the period in which the employees render the service
are recognised and measured at the undiscounted amounts of the benefits.

Annual leave is not expected to be settled wholly before twelve months after the end of the annual
reporting period in which the employees render the related service. As such, it is required fo be
measured at present value in accordance with AASB 119 Employee Benefits (although short-cut
methods are permitted).

Actuarial advice obtained by Treasury has confirmed that the use of a nominal approach plus the annual
leave on annual leave liability can be used to approximate the present value of the annual leave liability.
On-costs of 16.7% are applied to the value of leave payable at 30 June 2015 (comparable on-costs for
30 June 2014 were 16.5%).The Murrumbidgee LHD has assessed the actuarial advice based on the
Murrumbidgee LHD's circumstances and has determined that the effect of discounting is immaterial to
annual leave. ’

Unused non-vesting sick leave does not give rise to a liability as it is not considered probable that sick
leave taken in the future will be greater than the benefits accrued in the future.
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Murrumbidgee Local Health District
Notes to and forming part of the Financial Statements
for the year ended 30 June 2015

Sale of Goods
Revenue from the sale of goods is recognised as revenue when the Murrumbidgee LHD transfers the significant
risks and rewards of ownership of the assets.

Rendering of Services

Revenue is recognised when the service is provided or by reference to the stage of completion (based on labour
hours incurred to date).

Patient Fees

Patient fees are derived from chargeable inpatients and non-inpatients on the basis of rates specified by the
NSW Ministry of Health. Revenue is recognised on an accrual basis, when the service has been provided to the
patient.

High Cost Drugs

High cost drug revenue is paid by the Commonwealth through Medicare and reflects the recoupment of costs
incurred for Section 100 highly specialised drugs, in accordance with the terms of the Commonwealth
agreement. The agreement provides for the provision of medicines for the treatment of chronic conditions where
specific criteria is met in respect of day admitted patients, non admitted patients or patients on discharge.
Revenue is recognised when the drugs have been provided to the patient.

Motor Accident Authority Third Party

A bulk billing agreement exists in which motor vehicle insurers effect payment directly to NSW Health for the
hospital costs for those persons haspitalised or attending for inpatient treatment as a result of motor accidents.
The Murrumbidgee LHD recognises the revenue on an accruals basis from the time the patient is treated or
admitted into hospital,

Department of Veterans' Affairs

An agreement is in place with the Commonwealth Department of Veterans' Affairs, through which direct funding
is provided for the provision of health services to entitled veterans. For inpatient services, revenue is recognised
by the Murrumbidgee LHD on an accrual basis by reference to patient admissions. Non admitted patients are
recognised by the Ministry of Health in the form of a block grant.

Investment Revenue

Interest revenue is recognised using the effective interest method as set outin AASB 139, Financial Instruments:
Recognition and Measurement,

Dividend revenue is recognised in accordance with AASB 118 Revenue, when the Murrumbidgee LHD's right to
receive payment is established.

Debt Forgiveness

Debts are accounted for as extinguished when and only when settlement occurs through repayment or
replacement by another liability.
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Murrumbidgee Local Health District
Notes to and forming part of the Financial Statements
for the year ended 30 June 2015

These investments are measured at amortised cost using the effective interest method. Changes are
recognised in the net result for the year when impaired, derecognised or through the amortisation
process.

¥ Available-for-sale investments - Any investments that do not fall into any other category are accounted
for as available-for-sale investments and measured at fair value. Gains or losses on available-for-sale
investments are recognised in other comprehensive income until disposed or impaired, at which time
the cumulative gain or loss previously recognised in other comprehensive income is recognised in the
net result for the year. However, interest calculated using the effective interest method and dividends
are recognised in the net result for the year.

Purchases or sales of investments under contract that require delivery of the asset within the timeframe
established by convention or regulation are recognised on the trade date; i.e. the date the Murrumbidgee LHD
commits to purchase or sell the asset.

The fair value of investments that are traded at fair value in an active market is determined by reference to
quoted current bid prices at the close of business on the Statement of Financial Position date.

Impairment of financial assets

All financial assets, except those measured at fair value through profit and loss, are subject to an annual review
for impairment. An allowance for impairment is established when there is objective evidence that the entity will
not be able to collect all amounts due.

For financial assets carried at amortised cost, the amount of the allowance is the difference between the asset's
carrying amount and the present value of estimated future cash flows, discounted at the effective interest rate.
The amount of the impairment loss is recognised in the net result for the year.

When an available for sale financial asset is impaired, the amount of the cumulative loss is removed from equity
and recognised in the net result for the year, based on the difference between the acquisition cost (net of any
principal repayment and amortisation) and current fair value, less any impairment loss previously recognised in
the net result for the year.

Any reversals of impairment losses are reversed through the net result for the year, where there is objective
evidence, except reversals of impairment losses on an investment in an equity instrument classified as “available
for sale”, must be made through the reserve. Reversals of impairment losses of financial assets carried at
amortised cost cannot result in a carrying amount that exceeds what the carrying amount would have been had
there not been an impairment loss.

De-recognition of financial assets and financial liabilities

A financial asset is derecognised when the contractual rights to the cash flows from the financial assets expire;
or if the Murrumbidgee LHD transfers the financial asset:

¥ where substantially all the risks and rewards have been transferred; or

* where the Murrumbidgee LHD has not transferred substantially all ‘the risks and rewards, if the
Murrumbidgee LHD has not retained control.
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Murrumbidgee Local Health District
Notes to and forming part of the Financial Statements
for the year ended 30 June 2015

Issued but not yet effective

NSW public sector entities are not permitted to early adopt new Australian Accounting Standards,
unless Treasury determines otherwise. The following new Australian Accounting Standards, excluding
standards not considered applicable or material to NSW Health, have not been applied and are not yet
effective. The possible impact of these Standards in the period of initial application includes:

AASB 9, Financial Instruments, has application from 1 January 2018. The standard is to establish
principles for the financial reporting of financial assets and financial liabilities that will present relevant
and useful information to users of financial statements for their assessment of the amounts, timing and
uncertainty of an entity's future cash flows.

AASB 15 and AASB 2014-5, Revenue from Contracts with Customers has application from 1 January
2017. We believe this standard will impact on the timing recognition of certain revenues given the core
principle of the new standard requires revenue to be recognised when the goods or services are
transferred to the customer at the transaction price (as opposed to stage of completion of the
transaction). The model features a contract-based five-step analysis of transactions to determine
whether, how much and when revenue is recognised.

AASB 2010-7, regarding Financial Instruments has mandatory application from 1 July 2015 and
comprises changes to improve and simplify the approach for classification and measurement of financial
assets. The change is not expected to materially impact the financial statements.

AASB 2014-3, Amendments fo Australian Accounting Standards — Accounting for Acquisitions of
Interests in Joint Operations. This amending standard clarifies the treatment of expensing all acquisition-
related costs, and recognition of share in a joint operation according to the contractual arrangements.
This standard is applicable from 1 January 2016,

AASB 2014-4, Amendments to Australian Accounting Standards — Clarification of Acceptable Methods
of Depreciation and Amortisation, has application from 1 January 2016. The change will take into
account the expected future reductions in the selling price when accounting for useful life.

AASB 2014-7, Amendments to various Australian Accounting Standards as a result of the changes from
AASB 9 (December 2014) and will have application from 1 Jan 2018. The new AASB 9 includes revised
guidance on the classification and measurement of financial assets and supersedes AASB 9 (December
2009) and AASB 9 (December 2010),

AASB 2014-8, Amendments to Australian Accounting Standards arising from AASB 9 (December 2014)
— Application of AASB 9 (December 2009) and AASB 9 (December 2010) [AASB 9 (2009 & 2010)] has
application from 1 Jan 2015. This update limits the application of the existing versions of AASB 9
(December 2009) and AASB 9 (December 2010).

AASB 2014-9, Amendments to Australian Accounting Standards ~ It gives entities the choice of using

the Equity Method for their subsidiaries in their separate financial statements [AASB 1, 127 & 128]. It
has application from 1 January 2016.

22







PARENT
2015 2014
$000 $000
177,718 183,515
7,105 7,614
18,056 18,093
1
19,853 19,364
637 741
21,770 22,758
12,082 12,834
2,499 327
3,380 4,020
45 11
263,145 269,278
667 546
155 72
118 108
2,137 2,201
74 98
35
14,667 14,674
10,317 9,661
15,130 15,148
5,960 6,380
13,840 12,581
7,335 6,537
968 1,033
12,697 10,848
15,030 14,927
1,143 1,212
1,210 1,258
936 1,065
1,101 793
3,630 3,957
2,115 3,126

Murrumbidgee Local Health District
Notes to and forming part of the Financial Statements
for the year ended 30 June 2015

3. Employee Related

Employee related expenses comprise the following:

Salaries and Wages

Overtime

Penalties

Superannuation - Defined Benefit Plans
Superannuation - Defined Contribution Plans
Long Service Leave

Annual Leave

Sick Leave and Other Leave

Redundancies

Workers' Compensation Insurance

" Fringe Benefits Tax

The following additional information is provided:

Employee Related Expenses Capitalised - Land and Buildings

. Personnel Services

Personnel Services comprise the purchase of the following:

Salaries and Wages

Overtime

Penalties

Superannuation - Defined Benefit Plans
Superannuation - Defined Contribution Plans
Long Service Leave

Annual Leave

Sick Leave and Other Leave
Redundancies

Workers' Compensation Insurance
Fringe Benefits Tax

The following additional information is provided:

Personnel Services Expenses Capitalised - Land and Buildings

. Other Operating Expenses

Advertising

Auditor's Remuneration - Audit of Financial Statements
Blood and Blood Products

Consultancies - Other

Contractors

Domestic Supplies and Services

Drug Supplies

Food Supplies

Fuel, Light and Power

Hospital Ambulance Transport Costs

Information Management Expenses

Insurance

Maintenance (See (b) below)

Medical and Surgical Supplies

Motor Vehicle Expenses

Postal and Telephone Costs

Printing and Stationery

Rates and Charges

Rental

Hosted Services Purchased from Other NSW Health Entities
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GONSOLIDATION
2015 2014
$000 $000
177,718 183,515
7,108 7,614
18,056 18,093
3,615 4,034
19,853 19,364
12,248 10,098
21,770 22,758
12,082 12,834
2,499 327
3,380 4,020
45 11
278,371 282,668
667 546
155 72
118 108
2,137 2,201
74 98
35
14,667 14,674
10,317 9,661
15,130 15,148
5,960 6,380
13,840 12,581
7,335 6,537
968 1,033
12,697 10,848
15,030 14,927
1,143 1,212
1,210 1,258
936 1,065
1,101 793
3,630 3,957
2,115 3,126







PARENT
2015 2014
$000 $000
1,089 2,126
4,539 4,408
403 402
3,140 2,978
107 151
177 275
1,902 1,693
203 243
119 20
281 563
2,445 1,132
15,305 13,891
2,971 2,668
5,447 3,733
4,254 4,392
25 55
12,697 10,848
2,826 2,632
15,523 13,480

Murrumbidgee Local Health District
Notes to and forming part of the Financial Statements
for the year ended 30 June 2015

(a) Other Includes:

Contract for Patient Services

Corporate Support Services

Courier and Freight

Isolated Patient Travel and Accommodation Assistance Scheme
Legal Services

Membership/Professional Fees

Motor Vehicle Operating Lease Expense - Minimum Lease Payments
Other Operating Lease Expense - Minimum Lease Payments
Quality Assurance/Accreditation

Security Services

Other Miscellaneous

(b) Reconciliation of Total Maintenance

Maintenance Contracts

New/Replacement Equipment under $10,000
Repairs Maintenance/Non Contract

Other

Maintenance Expense - Contracted Labour and Other (Non-Employee
Related in Note 5)

Employee Related/Personnel Services Maintenance Expense included
in Notes 3 and 4

Total Maintenance Expenses
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CONSOLIDATION

2015 2014
$000 $000
1,089 2,126
4,539 4,408
403 402
3,140 2,978
107 151
177 275
1,902 1,593
203 243
119 20
281 563
2,445 1,132
15,305 13,891
2,971 2,668
5,447 3,733
4,254 4,392
25 55
12,697 10,848
2,826 2,632
15,523 13,480













Murrumbidgee Local Health District
Notes to and forming part of the Financial Statements
for the year ended 30 June 2015

PARENT
2015 2014
$000 $000
15. Gain/(Loss) on Disposal
4,646 8,006 Property, Plant and Equipment
4,610 7,996 Less: Accumulated Depreciation
36 10 Written Down Value
27 28 Less: Proceeds from Disposal
Gain/(Loss) on Disposal of
(9) 18 Property, Plant and Equipment
208 290 Assets Held for Sale
32 468 Less: Proceeds from Disposal
Gain/(Loss) on Disposal of Assets
(176) 178 Held for Sale
(185) 196 Total Gain/(Loss) on Disposal
16. Other Gains / (Losses)
(389) (604) Impairment of Receivables
(389) (604)
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CONSOLIDATION

2015 2014
$000 $000
4,646 8,006
4,610 7,996
36 10
27 28
() 18
208 290
32 468
(176) 178
(185) 196
(389) (604)
(389) (604)













PARENT
2015 2014
$000 $000
2,758 1,339
5,000 5,062
7,758 6,401
7,758 6,401
7,758 6,401

Murrumbidgee Local Health District
Notes to and forming part of the Financial Statements
for the year ended 30 June 2015

19. Cash and Cash Equivalents

Cash at Bank and On Hand
Short Term Deposits

For the purposes of the statement of cash flows, cash and cash
equivalents include cash at bank, cash on hand and short-term
deposits.

Cash & cash equivalent assets recognised in the Statement of
Financial Position are reconciled at the end of the financial year
to the Statement of Cash Flows as follows:

Cash and Cash Equivalents (per Statement of Financial Position)

Closing Cash and Cash Equivalents (per Statement of Cash Flows)

Refer to Note 39 for details regarding credit risk, liquidity risk and
market risk arising from financial instruments.
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CONSOLIDATION

2015 2014

$000 $000
2,758 1,339
5,000 5,062
7,758 6,401
7,758 6,401
7,758 6,401































Murrumbidgee Local Health District
Notes to and forming part of the Financial Statements
for the year ended 30 June 2015

PARENT
2015 2014
$000 $000
26. Payables
Current
----- - Accrued Salaries, Wages and On-Costs
---------- Taxation and Payroll Deductions
6,249 8,158 Accrued Liability - Purchase of Personnel Services
15,099 13,234 Creditors
Other Creditors
248 30 - Capital Works
6,007 6,852 - Intra Health Liability
5,194 3,646 - Other
32,797 31,920

CONSOLIDATION
2015 2014
$000 $000
5,848 6,554
401 1,604
15,099 13,234
248 30
6,007 6,852
5,194 3,646
32,797 31,920

Details regarding credit risk, liquidity risk and market risk, including a maturity analysis of the above payables are disclosed in Note

39.

27. Borrowings

Current
71 210 Other Loans and Deposits
71 210
Non-Current
472 Other Loans and Deposits
472 eeees

No assets have been pledged as security/collateral for liabilities and there are no restrictions on any

title to property.
Final Repayment is scheduled for 30 June 2022.

71 210
71 210
8 e
472 e

Other loans still to be extinguished represent monies to be repaid to the HealthShare NSW, NSW

Ministry of Health and Treasury.

Details regarding credit risk, liquidity risk and market risk, including a maturity analysis of the above payables are disclosed in Note

39.
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