INDEPENDENT AUDITOR’S REPORT

Hunter New England Local Health District

To Members of the New South Wales Pariiament

| have audited the accompanying financial statements of the Hunter New England Local Health District
(the District), which comprise the statement of financial position as at 30 June 2012, the statement of
comprehensive income, the statement of changes in equity, the statement of cash flows and service
group statement for the year then ended, notes comprising a summary of significant accounting
policies and other explanatory information of the District and the consolidated entity. The consolidated
entity comprises the District and the entities it conirolled at the year's end or from time to time during
the financial year.

Opinion
In my opinion, the financial statements:

. give a true and fair view of the financial position of the District and the consolidated entity, as at
30 June 2012, and of the financial performance and the cash flows for the year then ended in
accordance with Australian Accounting Standards

. are in accordance with section 45E of the Public Finance and Audit Act 1983 (the PF&A Act)
and the Public Finance and Audit Regulation 2010.

My opinion does not extend to the budget information. | have not audited the budget figures disclosed
in the statement of comprehensive income, statement of financiai position and statement of cash
flows.

My opinion shouid be read in conjunction with the rest of this report.
Chief Executive’s Responsibility for the Financial Statements

The Chief Executive is responsible for the preparation of the 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 that 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. 1 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.
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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
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 financiai 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
the Chief Executive, as well as evaluating the overail presentation of the financial statements.

| 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 District or the consolidated entity

. that they have carried out their activities effectively, efficiently and economically

. about the effectiveness of their 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 other information that may have been hyperlinked to/from the financial statements.

Independence

In conducting my audit, | have complied with the independence reguirements of the Australian
Auditing Standards and 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
Wales are not compromised in their roles by the possibility of iosing clients or income.

P Corstopgmaps

Peter Coulogeorgiou
Director, Financial Audit Services

3 October 2012
SYDNEY



Hunter New England Local Health District
Certification of the Financial Statements as at 30 June 2012

Pursuant to Section 45F of the Public Finance and Audit Act 1983, | state that in my opinion:
1) The financial statemenis have been prepared in accordance with;

a) Australian Accounting Standards (which include Australian Accounting
{nterpretations)

b) the requirements of the Public Finance and Audit Act 1983, the Public Finance
and Audit Regufations 2010 and the Treasurer's Directions;

2)  The financial statements exhibit a true and fair view of the financial position and the financial
performance of the Hunter New England Local Heaith District.

3)  There are no circumstances which would render any particulars in the accounts to be
misleading or inaccurate.

| further state the financial statements have been prepared in accordance with the NSW Ministry of
Health's Accounts and Audit Betermination for Public Heaith Organisations.

Michael Di Rj
Chief Execttive Officer
3 October 2012




Hunter New England Local Health District
Statement of Comprehensive Income for the year ended 30 June 2012

PARENT CONSOLIDATION
Actual Budget Actual Notes Actual Budget Actual
Unaudited Six months Unpudited Six months
ended ended
2012 2012 30 June 2011 2012 2012 30 June 2014
$000 $000 $000 $000 $000 $000

Expenses excluding losses
Operaling Expenses

- - - Employee Related 3 1,012,527 1,044,473 473,658
1,012,527 1,044,473 473,658  Personnel Services 4 - - -
81,309 72421 38,437 Visiting Medical Officers 81,309 72421 38437
479,108 477,018 251,170 Other Cperating Expenses 5 479,108 477,018 251,170
59,998 60,424 26,603 Depreciation and Amortisation 2(i), 6 59,998 60,424 26,693
4,823 4,405 1,557 Crants and Subsidies 7 4,823 4,405 1,667
14,205 14,790 9,862 Finance Cosls 8 14,205 14,790 9,862
107,717 107,500 49,909 Payments to Affiliated Health Organisations 9 107,717 107,500 49,909
1,759,687 1,781,029 851,286 Total Expenses excluding losses 1,759,687 1,781,029 851,286
Revenue 0
1,405,146 1,405,146 696,951 NSW Ministry of Health Recurrent Allocations 2(d) 1,405,146 1,405,146 696,951
55,903 48,863 36,562 NSW Ministry of Health Gapitat Allocations 2(d) 55,903 48,863 36,562
{5,974) - - Asset Sales Proceeds Transferred to the Ministry of Health (5.974) . -
- - - Acceptance by the Crown Entity of Employee Benefits 2{alii), 13 44,232 45752 25794
204,636 222,149 89,655 Sale of Goods and Services 0 204,636 222,149 89,655
5,226 3583 2,211 il 5,226 3,583 2,211
84,558 80,445 37,936 Grants and Contributions 12 40,326 3,693 12,142
6,255 6,255 5,708 Other Revenue 14 6,255 6,255 5,798
1,755,750 1,766,441 869,113 Total Revenue 1,755,750 1,766,441 869,113
(1,078} (759) {972} Gain { (Loss) on Disposal 15 {1,078) (758) {972}
(2,232) (856} (231) Other Gains | (Losses) 16 {2,232) (856) {231)
(7,247) {16,203) 16,624 Net Resuit 32 {7,247) (16,203} 16,624

- - - Other Comprehensive Income

{7,247} {16,203} 16,624 TOTAL COMPREHENSIVE INCOME (7,247) {16,203) 16,624

The accompanying notes form part of these financial statements.



Hunter New England Local Health District
Statement of Financial Position as at 30 June 2012

PARENT
Actual Budget Actual
Unaudited
2012 2012 2011
$000 $000 $000
ASSETS
Current Assets
98,204 108,327 85,061 Cash and Cash Equivalents
75,625 104,734 69,937 Receivables
2,705 2807 2,606 Inventories
2,700 6,900 6,900 Non-Current Assels Held for Sale
179,134 220,568 164,504 Total Current Assets
Nen-Current Assets
264 - - Receivables
Property, Plant and Equipment
1,004,638 1,005,347 985,833 - Land and Buildings
91,622 72819 56,114
70,441 72,184 73,674 - infrastructure Systems

1,166,701 1,150,350 1,115,621 Total Property, Plant and Equipment

1,166,965 1,150,350 1,115,621 Total Non-Current Assets

1,346,099 1,370,918 1,280,125 Total Assets

LIABILITIES

Current Liabilities

121,248 176,152 130,292 Payables
9,901 1,574 9,074 Borrowings
156,982 143,123 128,343 Provisions
6,306 4,024 3,257 Other
294437 324,873 270,973 Total Current Liabilities

Non-Current Liabiiities

134,296 144,197 144,201 Borrowings

576 5,142 519 Provisions

345 - 360 Other
135,217 149,339 145,080 Total Non-Current Liabllities
429,654 474,212 416,053 Tota! Liabilifies
916,445 896,706 864,072 Net Assets

EQUITY

916,445 896,706 864,072 Accumulated Funds
916,445 896,706 864,072 Total Equity

Notes

19
20
21
23

20

22
22
22

25
26
27
28

26
27
28

The accompanying notes form part of these financial stalements.

CONSOLIDATION
Actuat Budget Actual
Unaudited
2012 2012 2011
$060 $000 $000
98,204 106,327 85,061
75525 104,734 69,037
2,705 2,607 2,806
2700 6,900 6,800
179,134 220,568 164,504
264 - -
1,004,638 1,005,347 085,833
91,622 72819 56,114
70,441 72,184 73,674
1,168,701 1,150,350 1,115,621
4,166,965 1,150,350 1,115,621
1,346,099 1,370,918 1,280,125
121,248 176,152 130,299
9,901 1,574 9,074
156,982 143,123 128,343
6,306 4,024 3,257
294,437 324,873 270,973
134,296 144197 144,201
576 5,142 519
345 - 360
135,217 149,339 145,080
429,654 474,212 416,053
916,445 896,706 864,072
916,445 896,706 854,072
916,445 896,706 864,072
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Hunter New England Local Health District
Statement of Cash Flows for the year ended 30 June 2012

PARENT
Actual Budget Ectual
Unaudited Sixt menths ended
2012 2012 30 June 2011
$000 $000 $000
CASH FLOWS FROM OPERATING ACTIVITIES
Payments
. . Employee Related
(126,456) {125,360} (56,115) Grants and Subsidies
(13,841) {13,841} (7.294) Finance Costs
(1,636,499) {1,635,143} (691,018} Other
{4,776,796) (1,174,344} (754,427) Tolat Payments
Recelpts
1,405,146 4,405,146 695,951 NSW Ministry of Health Recusrent Allocafions
55,903 48,863 36,562 NSW Ministry of Health Capital Allocations
{5,974) . - Asset Sale Proceeds Transfemod to the NSW Ministry of Health
- - - Cash Reimbursements from the Crown Enity
208,671 214,509 69,547 Sate of Goods and Senvices
5,226 3517 2,223 Intorest Recaived
89,983 85,156 - Grants and Gontributions
73,229 71420 32,762 Other
1,832,184 1,828,671 838,065 Total Receipts
NET CASH FLOWS FROM OPERATING
55,388 54,321 83,638 ACTMITIES
CABH FLOWS FROM INVESTING ACTIVITIES
Proceeds from Sale of Land and Buildings, Plant and Equipment
7510 906 599  end Infrastructure Systems
- - - Proceads from Sale of Investments
Purchases of Land and Buildings, Plant and Equipment
{61,636) (46,779) (44,029) Infrastuctura Systems and Infangibles
. . - Purchases of nvestmenis
(54,068) (45,873) (43,430) NET CASH FLOWS FROM INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES
- 0 - Proceeds from Borowings and Advanges
{9,439) {8,449) {2,967y Repayment of Borowings and Advances
(9,439} {8,449} {2,967} NET CASH FLOWS FROM FINANCING ACTIVITIES
8.117) 5 37,241 NET INCREASE [ (DECREASE) IN CASH
85,061 85,061 - Opening Cash and Cash Equivalents
21,260 21,260 47,820 Cash Transfamed In{Oul) as a Resulf of Administrative Restructuring
98,204 106,326 5,081 CLOSING CASH AND CASH EQUIVALENTS

The accompanying nofes forn part of these financial stalements.

CONSOLIDATION
Actuat Budget Actual
Unzudited Bix months ended
Notes 2012 iz 30 Juns 2011
$000 $000 §000

{991,570) (1.032,26%) {437,206)

(126,456) (125,360 (56.115)

(13,841) {13.84%) {7.204)

(644,929 (602,882) {253,722

(1,776,796) (1,774,344} (r54.427)

1,405,148 1,405,146 606,851

55,903 48,863 36,562

(5.974) - .

44,237 45,752 .

208,571 214,509 £9,547

5,225 3577 223

45,751 39,404 -

73,228 71420 2,782

1,832,184 1,028,671 836,065

3 65,388 84,321 £3,638
7,570 906 599

{61,636) (46,779) {44,029
{54,066) {45,873) {43.430)

. ] .

(9.439) (8,449) {2,967)

(2,439) (8,449) {2,967}

.17 5 37,241

85,061 85,061 -

36 21,260 21,260 47,820
18 98,204 106,326 5,061
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Hunler New England Local Health District
Notes {0 and forming parl of the Financiat Statements

1. The Repotting Entity

"The Hunter New England Local Health: District {the LHD) was established under the provisions of the Heatth Services Act 1987 with
effect from 1 January 2011,

The LHD as a reporling entity, comprises all the entities under its contrel,

The parent entity, comprises all the operating activilies of the Hospital feciliies and the Community Health Cantres under its conlrol.
it also encompasses Ihe Speclal Purposes and Trust Funds which, while containing assets which are restricted for spacified uses by
the grantor or the donor, are neveriheless controlled by the LHD.

The LHD controls the Hunter New England Locat Heallh Districi Special Purpose Service Entity which was established as a Division
of the Gaverament Servica on 1 January 2011 in accordance with the Public Sector Employment and Menagement Acl 2002 and the
Health Services Act 1997 . This Division providas personnel senvices fo enable the LHD to exercise its furclians.

As a consequence the values in the anaual financial statements presented hereln consist of the parent entity and the consofidated
entity which comprises the parent and speclal purpose senvice divisions, In the process of preparing the consolidated financial
statements consisling of the contrelling and contrelled entities, all infer-entity transactions and balances have been eliminated.

The reporting entity is a NSW Government enfity which is consolidated as part of the NSW Ministry of Health and NSW Totel State
Sector Accounts. The LHD is a not-for-profit entity {as profil is not its principal objective).

These consolidated financial statements for the year ended 30 June 2012 have been authorised for issue by the Chief Executive on
3 October 2012,

2. Summary of Significant Accounting Policles

Basls of Preparation

Tha LHD's financial statsments are general purpose financial statements which have been prepared in acoordance with applicable
Australian Accounting Standards (which include Australian Accounting Intezpretations}, the requirements of the Health

Services Act 1997 and ils regulations {including observation of the Accounts and Auds Determination for Public Heatth
Organisalions), the Pubfic Finance and Audil Act 1983 and ils regulations, and the Treasurers' Diraction. Apart from the basis for
the LHD's budget figures, the financial statements comply wilh the Financial Reporting Code for NSW General Govemment Sector
Enlities. Further information on the budget figures can ba found at Note 2(ac).

Nolwilhstanding the consolidated entity has a working capilal deficincy of ($115.3m) and in recognilion that a significant portion of
cument annuat eave entitlements arent expecled to be settled In the next 12 manths, the financial statements of the EHD

have been prepared on a going concarn basis,

As has been the case In prior years, the NSW Ministry of Health issued a Jetter of financial support on 27 September 2012,
confirming that the L recaives each year funding from monies appropriated to the Minlster fiom the Consolidated Fund in
accordance with Section 127 of the Health Services Act 1697,

These appropriated funds, combined with other revenues eamed, are applied to pay debls as and when they become due and
payable.

Other mitigating circumstances why the going cencern is appropriate include;

* The LHD has the capadity to review timing of subsidy cashfiows fo ensure that they can pay debls as and when they bacome due
and payable.

* The LHD has developed an Efficiency and Improvement Plan (EIP) which identifies revenue improvement and cos! saving
strategios. Banefits from the EIP are retalned by the LHD and assis! in meefing its overall budget target. The EIP is monitored

and evaluated by the Ministry throughout the financial year.

Properly, plant and equipment, Investment property, assets (or disposal groups) held for sale and financiat assets al “fair value
through profit and loss* and available for sale are measured af fair value. Other financlal statement flems are prepared in
accordance with the historical cost convention,

All amounds are rounded fo the nearest one thousand dollars and are expressed in Australian currency.

Judgments, key assumptions and estimations made by management are disclosed In the relevant roles to the financial statemenls.

Comparative information

Exocepl when an Ausiralian Accounting Standard permits or requires otherwise, comparative information is disclosed in fespect of
the previous period for all amounts reported in the financial stalements. The comparative period is a six monlh period as the entity
was established on 1 January 2011, and incluges Adminisralive Transfers and Transition of Services durlng the year ending 30
June 2042, Therefore comparalive reviews between periods will not provide an accurate reflection of transactions of expenses and

revenues,



Hunter New Engtand Local Health District
Notes to and forming part of the Financia! Statements

Statement of Compliance
The financial statements 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)

h)

c)

Employee Benefits and Other Provisions

i}

i

i)

Salaries & Wages, Annuat Leave, Sick Leave and On-Cosfs

Althe consolidated level of reparting, liabiliies for salaries and wages (including non-monetary benefits), annual
leave and pald sick leave that are due 1o be settied within 12 months afler the and of the period in which the
employees render the service are recognised and measured in respect of employees’ sarvices up to the reperting
date at undiscounted amounts besed on the emounts expected to be paid when the liabllities are seftied.

All Annual Leave employee benefits are reported as "Cument” as there is an uncondiional right o payment.
Current iabifities are then further classified as *Short Term" or "Long Term" based on pas! frends and known
fesignations and retirements. Anlicipated payments to be made in the next twelve months are reporied as "Short
Term".

On-costs of 17% are appiied to the valua of leave payable at 30 June 2012, such on-costs belng based on
actuarial assessment (Comparable on-costs for 30 June 2011 were also 17%).

Unused non-vesting sick leave does not give rise fo a ligbility as it is nol considered probable that sick leave taken
in the future will be greater than the benefits accrued in the fature.

The outstanding amounts of workers’ compensalion Insurance premiums and {ringe benafits tax, which are
consequential to smployment, are recognised as liabiities and expenses where the employes benefits to which
they refate have been recognised.

tong Service Leave and Superannuation

The LHD's liabllity for Long Service Leave and defined benefit superannuation are assumed by the Crown Endity.
The LHD accounts for the liability as having been extinguished resutling in the amount assumed being shown as
part of e non-monelary revenue Ham.

Spesific on-costs relating to Long Service Leave assumed by the Grown Enfity are borne by the LHD as shown In
Note 27.

Long Service Leave Is measured at present value in accordance with AASB119,Employes Benefits . This is based
on tha application of certain factors {specified in NSW Treasury Circular 12/06) to employees with five or mare
years of service, using current rates of pay. These approximale present value.

The LHD's fability for the closed superannuation pool schemes (State Authorilies Superannuation Scheme and
State Superannuation Scheme) (s assumed by the Crown Entity.

The LHD accounts for the fiability as having been extingulshed sesuifing in the amount assumed being shown as
part of the non-monelary revenue flem described as ‘Acceplance by the Crown Entity of Empioyes Benefils'

Any liabllity attached to Superannuation Guarantee Charge cover is reported in Note 25, 'Payables’

The superannualion expense for the seporling period is determined by using the formulae specified by 1he NSW
Treasury. The expense for certain superannuation schemes (e, Basic Bengfit and First State Super) is caloulafed
as a percentage of the employees' salary, For other superannuation schemes {i.e. State Superannuation Scheme
and State Aulhorities Superanauation Scheme), the expense Is calculated as a multiple of the employees’
stperannuation confributions.

Other Provisions
Other provislons exist when: the LHD has a present legal or construclive obligation as a resull of a past event; il is

probable that an outfiow of rescurces will be required {o setlle the obligation; and a reliable estimate can be made
of the amount of the obligation.

Insurance

The LHD's Insurance acliviies are conducted through the NSW Treasury Managed Fund Scheme of salf insurance for
Governmend Agencles. The expense {premium) is defermined by the Fund Manager based on past claim experience.

Finance Costs

Finance costs are recognised as expanses in the period in which they are incurred, in accordance

with Treasury's Mandate to nol-for-profit general government sector agencies.
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Hunter New England Local Heatth District
Notes to and forming part of the Financiat Stalements

Inceme Recognition

Income is measured at the falr value of the consideration or cortribution received or receivable. Additional comments
tegarding the accounting policles for the recognition of revenue are discussed balow.

Sale of Goods

Revenue from the sale of goods is recognised as revenue when the agency transfers the significant risks and rewards of
ownership of the assels.

Rendering of Services
Revenue is recognised when the sarvica is provided or by reference fo the stage of completion {based on labour hours
Incurred fo date).

Patienf Fees

Palient Fees are derived from chargeable inpatients and non-inpatients on the basis of rates specified by the NSW Ministry
of Health. Revenue Is recognised based upen bed-gays as senvice is provided.

High Cost Dnigs

High costdrug revenue is paid by the Commonweallh through Medicare and reflects the recoupsment of costs incurred for
Section 100 highly specialised drugs, in accordance with the temms of the Commonwealth agreement. The agreement
provides for the provision of medicines for the fieatment of chronic conditions where spacific criteria Is met In respect of day
admitted patients, non admitted patients or palients on discharge.

Motor Accident Authorily Third Parly

A bulk biling agreement exists in which mofor vehicle insurers effect payment directly to NSW Health for the hospital costs
for those persons hospitalised or attending for inpatient treatment as a result of motor accidents. Ravenug Is recognised

based upon bed-days as semvice is pravided.

Depariment of Velerans' Affairs

An agreement is in place with the Commonwealth Department of Veterans' Affalrs, through which direct funding is provided
for the provision of healih services fo entitled veterans. Payment for inpatient services are based on admitied public activity
whilst payments for non admitied patients are subject 1o a block grant paid to the credit of the NSW Ministry of Health.
Revenue is recognised based upon bed-days as service is provided.

Invastment Revenue

Interest revenus is recognised using the effective interest method as set ou! in AASB139, Financlal Instrumenis:
Recognition and Measurement.

Rental revenue Is recognised in accordance with AASB117 Leases on a straight line basis over the lease term.
Dividend revenue Is recognised in accordance with AASB118 Revenug when the EHD's right to receive payment is
established.

Royalty ravenue Is recognised in accordance with AASB118 on an accrual basis in accordance with the substance of the
relevant agreement.

Debt Forgiveness

Debls are accounted for as extinguished when and only when setlement occurs through repayment of replacement by
another liabifity.

Usa of Hospital Facllities

Speclatist doctors with rights of private practice are subject o an infrasiruclure charge for the use of hospitat facliities at
rates defermined by the NSW Ministry of Health. Charges consist of two components:

* a monthly charge ralsed by the Ministry based on a percentage of recelpls generated
* {he residue of he Private Practice Trust Fund at the end of each financlal year, such sum being crecited for LHD
use In the advangement of the LHD or individuals within it.

Use of Qutsice Faciitias

The LHD uses a number of facilities owned and maitained by the local authorities in the area to defiver community heallh
senvices for which no charges ere raised by the authoritias.

Where material, the cost method of atcounting is used for the fnifial recording of all such services. Costis dolermined as
the fair value of the services given and s then recognised as revenue with & malching expense.
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Hunter New England Lecat Health District
Notes fo and forming part of the Financial Statements

Granls and Contributions

Grants and Contributions are generally recognised es revenues when the LHD oblains control over the assets comprising
fhe contribuions. Control over contributions is normally obtalned upon the receipt of cash.

NSW Ministry of Health Allocations
Payments are made by the NSW Ministry of Health on the basis of the alfocation for the LHD as adjusted for approved
supplementations mostly for safary agreements and approved enhancement projects.

This allocation Is included in the Statement of Comprehensive Income before amiving at the "Net Resutt’ on the basis thal
the atiocation is earaed in refurn for the health services provided on behalf of the Ministry.  Allocations are rormaily
recognised upen the receipt of Cash.

General operating expensesirevanues of Calvary Mater Newcastie (Afflliated Health Organisation) have only been included
in the Statement of Comprehensive income prepared fo the exlent of the cash payments made to the Health Crganisations
concermed. The LHD is not deemed to own or control the various asselsfiabififes of the aforementioned Health
Organisations and such amounts have been exciuded from the Statement of Financlat Position. Any exceplions are
specifically Hsted in the notes that follow.

Accounting for the Goods & Services Tax (GST)
Ingome, expenses and assels are recognised net of the amount of GST, except that:

* the amount of GST incurred by the LHD as a purchaser that is not recoverable from the Australian Taxation Office
is recogrised as part of the cost of acquisition of an assef or as part of an ilem of expense; and

* recaivatles and payables are staled with {he amount of GST inciuded.

Cash flows are included in the Statement of Cash Flows on & gross basls. However, the GST compenents of cash flows
arising from Investing and financing activities which is recoverable from, or payable to, the Australian Taxation Office are
classified as operating cash flows.

Interstate Patient Flows

LHD's recognise the value of inflows for acute inpatient freatment provided o residents from other States and terrifories.
The revente values reported within the inancial stalements have been based on: 2010111 activity dala using standard cost
weighted separation values to reflect estimated costs in 2011/12 for acule weighted inpatient separalicns.

The composition of interstate patient flow revenue s disciosed in Note 10,
Acqulsition of Assels

The cost method of accounting i used for the initial recording of all acquisitions of assets controlled by the LHD.

Costis the amount of cash or cash equivalents paid or the fair value of the other conslderation given to acqulre the asset at
the time of its acquisitior: or construction or, where applicahle, the amount aftributed to that assel when initially recognised
in accordance with the specific requirements of other Austrafian Accounting Standards.

Assels acquired a¢ no cost, or for nominal censideration, are Initiafly recognised as assets and revenues at thel fair value at
the date of acquisition {See also assets fransferred as a result of an equity transfer Note 2(z)).

Fair value is the amount for which an assst could be exchanged between knowledgeable, wiling parties in an armv's length
transaction,

Where payment for an asset is deferred beyond normal credit terms, its cost is the cash price equivalent, Le. the deferred
payment amound is effectively discounted at an asset-specific rate.

Land and Buildings which are owned by the Health Administration Corporation of the State and administered by the LHD
are deemed 1o be controlled by the LRD and are reflected as such in the financial statements.

Capitalisation Thresholds

Individual items of property, plant & equipment are capitalised where thelr cost is $10,000 or above.
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Hunigr New England Local Health District
Notes to and forming part of the Financial Statements

Depreclation of Property, Plant and Equipment
Pepreciation is provided for on a straight-ing basls for alt depreciable assets so as to write off the depreciable amaunt of

ach assel as i is consumed over s useful life 1o the LHD, Land Is not a depreciable asset. All material separately
identifiable components of assets are depreciated over their shorler useful kves.

Details of depreciation rales inilially applied for major asset categories are as follows:

Buikdings 2.5%
Electro Medical Equipment

- Costing less than $200,000 100%

- Cosling more than or equal to $200,000 125%
Computer Equipment 200%
infrastructure Systems 25%
Molor Vehicle Sedans 125%
Motor Vehicles, Trucks & Vans 200%
Office Fquipment 10.0%
Plant and Machinery 106%
Lingn 250%
Furaiture, Fitings and Furnishings 50%

“Infrastructure Systems” means assels Ihal comprise public faciliies and which provide essential services and enhance the
productive capacily of the economy inciuding roads, bridges, water infrastructure and distribution works, sewerage
trealment piants, seawalls and water feliculation systems.

Depreciation rates are subsequently varied where changes oceur In the assessment of the remaining useful life of the
assets reported.

Revaluation of Non-Current Assets

Physical non-current assets are valued in accordance with the NSW Ministry of Heallt's *Valuation of Physical Non-Current
Ahssets af Falr Value™ policy. This policy adopts fair value In accordance with AASE116, Property, Plant and Equipment and
AASB140, Investment Property.

Invesiment property Is separately discussed at Note 2{o).

Praparty, plant and equipment is measured on an exlsting use basls, where there are no feasible altemalive uses In the
existing natural, legat, financial and socio-polllicat environment. However, in the Timited circumstances where there are
feasible alternative uses, assets are valued at their highest and best use.

Fair value of property, plant and equipment is determined based on the best avaiiable market evidence, including current
market selling prices for the same or similar assets. Where there is no availabie market evidence, the asset's falr value is
meastred at its market buying price, the best indicator of which Is the depreciated reptacement cost.

The LHD revalues its Land and Bulkdings and Infrastructure at minimum every three years by independent valuation. The
last revaluation for assets assumad by the LHD as at 31 December 2011 was completed on 1 July 2010 and was based on
an independent assessment,

Nen-specialised assets with shorl useful lives are measured at deprecialed historical cost, as a surogate for fair value.

Wnen revaluing non-curvent assels by reference fo current prices for assets newer than those being revalued (adjusted o
reflect the presant condilion of the assels), the gross amount and the felaled accumulates depreciation are separately

restated,

For other assets, any balances of accumulaled deprecialion existing at the revaluation date in respect of those assets are
credited o the asset accounts to which they relate. The net asset accounts are then increased o decreased by the

revaluation Increments or decrements.

Revaluation increments are credited directly fo the asset revaluation reserve, except that, o the extent that an Increment
reverses a revaluation decrement I respect of that class of assel previously recognised as an expense in the net result for
the year , the increment is recognised Immediately as revenue in the Nat Resutl

Revaluation decremenls are recognisad immediately as expenses in the nel result for the year, excepl thal, Lo the extent
that a credit balance exists In the asset revalualion reserve in respest of the same class of assets, they are debiled directly

1o the assel revaluation reserve,

As anot-for-profit entity, revaluation Increments and decrements are offset agalnst one another within & ciass of non-current
asseds, but not otherwise.

Where an asset that has previously been revalued is Gisposed of, any balance femaining in the asset revalualion reserve in
respect of that asset is transferred to accumulaled funds.
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Hunter Naw England Local Heatth District
Neles to and forming par of the Financlal Siatemants

Impairment of Properly, Plant and Equipment

As 2 not-for-profit entity with no cash generating units, the LHD is effectively exempt from AASB 136 Impaimment of Assets
and impalrment testing.

This is because AASB136 modifies the recoverabie amount fest to the higher of fair value less costs to sell and depreciated
repiacement cost. This means that, for an asset already measured at falr value, impaimment can only arlse if sefling costs
are regarded as malerial. Selling cosls are regarded as immatetiat.

Assets Not Able to be Rellably Measured

The LHD may at imes hold certain assets that are nof recognised in the Statement of Financial Position because the LED
is unable to measure reliably the vaiue of the assets. An example of an asset that may nto be refiably measured is land
under roads.

Restoration Costs

The estimated cost of dismantling and removing an asset and restoring the site is included In the cost of an assef, to the
extent It is recognised as a ligbility.

Non-Current Assets (or disposal groups) Held for Sate

The LHD has certain non-current assets for disposal groups) classified as held for sale, where thelr carrying amount wil be
recovered principally through a sale fransaction, not through continuing use.

Non-current assets (or disposa! groups) held for sale are recogaised at the lower of camying amotnt and fair value less
costs {o sell. These assets are not depreciated while they are classified as held for sale.

Investment Properties

Investment property i heid to gam rentals or for capltat appreciation, or both, However, for not-for-profit entities, property
held to meet senvice defivery objectives rather than to eam rentat or for capital appreciation doss not meel the definition of
investment property and is accounted for under AASB 116 Property, Plant and Equipment.

The LHD does not have any property that meets the definition of Investment Property.

intangible Assets

The LHD recognises intangible assets only if it is probable that future economic benefits will flow to the Hunter New
England Local Health District and the cost of the asset can be measured reliably. Intangible assets are measured inffially at
cost.

Where an asset is acquired at no or nominal cost, the cost is its fair value as at the date of acquisition. All research costs
are expensed. Devalopment costs are only capitalised when certain criteria are met.

The useful lives of Intangible assels are assessed to be finite.

Intangible assets are subsequently measured al fair value only If there Is an aclive market. As there is no active market for
the LHD's infangibla assels, the assels are carried at cost less any accumulated amortisation.

Computer software developed or acquired by the LHD are recognised as infanglble assets and are amortised over 5 years
using the straight line methiod based on the uselul life of the asset for both intemally developed assets and direct

acquisitions.

Intangiole assets are tested for impaiment where an Indicator of impairment exists. if the recoverable amount is less than
its carrying amoun! the carrying amount is reduced 1o recoverable amount and the reduction Is recognised as an
Impairment loss.

Malntenance

Day-to-day servicing costs or malntenance are chargzd as expenses as incurred, except whers they refate to the
replacement of a part of component of an assel, in which case the costs are capilalised and depreciated.

Leased Assels

A distinction is made batween finance leases which eflectively transfar from the lessof to e lessee substantally all the
risks ang benefils Incidental to ownership of the leased assefs, ang operating leases under whih the lessor effectively
refains all such fisks and benefits.

Where a non-current assel is acquired by means of a finance lease, the asset is recognised at its fair value al the
commencement of the lease term. The corresponding lisbility fs established at the same amount. Lease payments are
allocated between the principat component and the interest expense.

Operaling lease payments are charged to the Statement of Comprehensive Income in fhe periods in which they are
incurred.
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Hunter New England Local Health District
Notes to and forming part of the Finangial Statements

Inventories

inventories are stated at the fower of cost and net realisable value, adjusted when applicable, for any loss of service
potential. Costs are essigned to individual items of stock mainly on the basis of weighled average costs.

Obsolete llems are disposed of in accordance with instructions issued by the NSW Ministry of Health,

Loans and Receivables

Loans and recelvables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
aclive market. These financial assets are recognised initially at falr value, usually based on the transaction cost or face
value. Subsequent measurement is at amorlised cost using the effective interest method, less an allowance for ary
impairment of receivables. Any changes are recognised in the Nel Result when impaired, gerecognised or through the
amortisation process.

Short-lerm receivables with no stated inferest rate are measured at the original invoice amount where the effect of
giscounting is immaterial,

investments

Invesiments are Initially recognised at fair value plus, In the case of invesiments not at fair value through profit or loss,
transaction costs. The Hunter New England Local Health District determines the classiication of s financlal asse!s after
initiat recognition and, when allowed and appropriale, re-evaluates this ai each financial year end.

* Held-fo-maturity investments — Non-derivative financial assets with fixed or doterminable payments and fixed maturity that the
Humter New England Local Heatih District has the positive infenfion and abifity to hold te maturly are classified as ‘haid-to-
‘Thase investments are measured at amorised 6ost using the effective interost methad. Changes are recogrised in the net
resull for the year when impaired, derecognised cr through the amortisation process.

Purchases or sales of invesiments under contract that require defivery of the asset within the timeframe established by
convention or reguiation are recognised on the rade date; i.e. the date the LHD commits fo purchase or sell the asset,

The fair vatue of investments thal are fraded at fair value in an aciive market Is determined by reference to quoted current
Bid prices al the close of business on the Statement of Financial Posttion date.

impatrment of financlal assets

All financial assets, excep! those measured at falr value through profit and toss, are subject to an annual review for
impairment. An allowance for impairment is established when fhere Is objective evidence that the entity wili not be able to

collect alt amounts dus.

For financial assels carried at amortised cost, the amount of the allowance is the difference between the assel's carrying
amount and the present value of estimated fulure cash flows, discounted at the effective interest rate, The amount of the
impairment loss Is recognised in the nel resut for the year .

When an avaliable for sale financial assef is impaired, the amount of the cumulalive foss is removed from equily and
recognised in the net resut for the year, based on the difference between the acguisition cost {ret of any principal
repayment and emortisation) 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 , whare there Is objective evidence,
excopt roversals of impairment losses on an invesiment In an equity Instrument classified as “avallable for sale” must be
mate through the reserve. Reversals of impairment losses of financial assats carled st amortised cost cannol resultin a
carrying amount that exceeds what the carying amount woutd have been hed there not been an impairment loss.

De-recognition of financial assets and financlal liabilities
Afinancial asset is derecognised when the contractual rights to the cash flows from the financial assels expire; or if the LHD
transfers the financial asset:

* where substantialiy all the risks and rewards have been transferred; of
* where the LHD has nol iransferred substantially all the risks and rewards, if the LHD has nof retained control.

Where the LHD has neither transferred nor retained substangially all the fisks and rewards or transfemed conlrol, the asset
is recognised 1o the extent of the LHD's continuing involvement in the assel.

A financial izbiliy Is derecognised when the obligation specified in the coniract is discharged or cancelled or axpires.

Payables

These amounts represent liatllities for goods and services provided to the LHD and ofher amounts. Payables are
recognised Infiially at fair value, usually based on the fransaction cost of face value,

Subsequen: measurement is at amorlised cost using the effective interest method. Short-term payables with no stated
inferest rale are measured at the original Invalce amount where the effect of discounting is immaterial,

Payables are recognised for amounts fo be paid in the fulure for goods and services received, whether of not biled to the
LHE.
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Hunter New England Locat Health District
Notes to and forming part of the Financial Statements

Borrowings

Loans are not held for trading or designated at fair value through profit of loss and are recognised at ameriised cost using
the effective interest rate method. Gains or fosses are recognised in the net 7esult for the year on derecognition.

The finance leasa liability is determined in accordance with AASE 717, Leases.

Equity Transfers

The transfer of net assels between agencies as a resutf of an administrative restructure, ransfers of programsfunctions
and parts thereof batween NSW public sector agencies is designaled or required by Accounting Standards to be treated as
contrinutions by owners and Is recognised as an adjusiment to *Accumulated Funds'. This treatment is consistent with
AASBA004, Contributions and Australian interpretation 1038 Contributions by Owners Made fo Whotly-Owned Public

Secfor Entities .

Teansfors arising from an administrative restruclura inwolving not-for-profit entities and for-profit govermment entities are
recognised al the amount at which the asset was recognised by the transferor immediatety prior to the restructure. Subject
1o below, in most instances this will approximata fair value.

Al other equity transfers are recognised at fair value, except for intengibles. Where an intangible has been tecognised at
{amorlised) cost by the transferor because there is no active market, the agency recognises the asset at the fransfercr's
carsying amount, Where the fransferor is prohibited from recogrising internally generaled intangioles, the agency does not
recognise that asset.

Equity and Reserves

(i) Asset Revaluation Surplus
The assel revakuation surplus fs usac fo record increments and decrements on $e revaluation of non-urrent
assels. This aceords wilh the LHD's policy on the revatuation of property, ptant and equipment as discussed in
Nate 2(j).

(i) Accumulated Funds
The category *accumulated funds' includes all current and prior pericd retained funds.

{ili} Separate Reserves
Separate reserve accounts are recognised In the financial statements only if such accounts are required by specific
legislation or Ausiralian Accounting Standards.

Trust Funds

The LHD recsives monies in a trustes capacity for various frusts as set out in Nole 30.
As the LHD performs only a custodiat role in respect of these monies, and because the monles cannot be used for the
achievement of the LHD's own objectives, they are not brought o account in the financlal statements.

Budgeted Amounts

The budgeted arounts are drawn from the budgets agreed wilh the NSW Ministry of Health at the beginning of {he financial
year and with any adjusiments for the effects of addilional suppiementation provided. The budget amounts are not subject
10 audit review and, accordingly, the ralevant cofuran entries In the financial statements are denated as *Unaudited”.

Mater Public Private Partnership (PPP) Asset

The LHD's intesest in the Maler Public Private Parinership has been velued in accordance with the Ministry of Health's
policy for Accounting for Privately Financed Projects. This policy reguired the LHD fo inifially determine the estimated
witien down replacement cost by refsrence to the projects historical cost escalated by a construction index and the
systenvs estimated working [Ife. The estimated wrilten down replacement cost was then aflocated on a systemalic basis
over the concession period of 26 yaars using the annulty method and the Government Bend rate of 5.63% at
commencement of the concession period. After the 25 year period the asset will be transferred from the LHD to Calvary
Mater Newcastla, the fegal owner of the site.

Service Group Statements Allocation Methodology

Expenses and revenues are assigned to service groups in aceordance with statistical data for the twalve months ended 30
June 2071 which is then applied fo the current pariod’s financial information. The same methodology is applied to attribute
assels and liabilities {o each service group.

In respect of assels and Habllilias the Ministry requires that LHD take action to identify those components that can be
specifically idenlified and reported by service groups.

Remaining values are atiributed to service groups in accordance with values advised by he NSW Minislry of Health, e.g.
depreclation/amortisation charges form the basts of apporlioning the values for Intanglbles and Property, Plant &
Equipment.



af)

Hunter New Eagland Local Heallh District
Noles fc and forming par of the Financlal Statements

New Australian Accounting Standards Issued but not Effective

No new of zevised accounting standards or interpretations are adopted earlier than their prescribed date of epplication. Set
o below are changes 10 bo effected, their date of application and the possible impact on the financial stalements of the
LHD.

AASB 9 and AASB 2040-7, Financial Instruments have mandatory application from 1 July 2013 and comprise changes to
improve and simplify the approach for classification and measurement of financial assels, Financial assels of the LHD are
not significant and the change is not expected to materially impact the financla! stafements.

AASB 10, Consotidated Financial Statements has mandatory epplication from 1 Jufy 2013 an¢ provides replacemart
criteria for the assessment of control In ieu of the provisions of AASB 127,
Charges to the reporting of consolidated entities are not expected as a result of this amendment.

AASE 11, Joint Aangements has mandatory application from 1 July 2013 and defines joint control and the determination
of joind gontrol through an assessment of rights and obligations, The Standard is ot expected to have any effect within the
LHD.

AASB 12, Disciosure of Interests in Other Entities, has mandatory application from 1 July 2013 and requires disciosure of
significant judgements and assumptions made In determining the nature of is interests in another entity or arangement.

Itis not expected thal the changes will have material impact on the LHD.

AASE 13. AASB 2011-8 and AASB 20121, Fair Value Measurement have mandatory application from 1 July 2013 and
address, inter alia, the assumption that market paricipants would use when pricing the asse! or tiability. Fulure impact is
assessed as minimal,

AASB 119, AASB 2011-10 and AASB 2011-11, regarding employee entitferents, have mandatory application from 1 July
2013 and cover the recognition and measurement of shott term and long term employee bonefits. Any changes to the
201213 financiat statements will be dependent on the palicy of NSW Treasury.

AASB 127, Separale Financlal Stataments, has mandatory application Fom # July 2013 and applies In accounting for
interests in subsidiaries, joint ventures and assoclates. Based on current activifies, it is assessed as having no future

impact on the LHD.

AASB 128, Investments In Associates and Joint Venlures, has mandatory application from 1 July 2013 and, based on
current activilies, Is assessed as having no impact on the LHD.

AASB 1053 and AASE 2010-2, Application of Tiers of Australisn Accaunting Standards, have application from 1 July 2013
and may fesult in a lessening of reporting requirements, dependent on the mandate of Treasury.

AASB 2010-8, Deferred Tax: Recovery of Underlying Assets has application from 1 July 2012 and addresses deferred tax
refaling to investment properly. ¥ is assessed as having no impact on the LHD.

AASE 2010-10, Removal of Fixed Dales for First Time Adoplers, has application from 1 July 2013, and s assessed as
having noimpact on the LHD.

AASB 2011-2, Trans Tasman Convergence Praject - Reduced Disclosure Requirements, has mandatory application from 1
July 2013 and may resull in 2 lessening of reporting requirements, dependent or: the mandate of Treasury.

AASB 2011-3, Amendments (o Austrafian Accounting Standards - Orderly Adoplion of Changes to the ABS GFS Manuat
and resated amendments has application from 1 July 2012 and changes in disciosure will be dependent on the mandate of

Treasury.

AASB 20114, Amendments 1o Australian Accounting Standards To Remove Individual Key Management Personnel
Disclosure Requiremends, has application from 1 July 2013 and removes the requirement to individually report the
remuneration to Key Management Personnel, recognising thal this is more a governance Issus.

AASB 2011-6, Amendments to Australian Accounting Standards - Extending Relief from Censolidation, the Equity Method
and Proportionate Consolidation - Reduced Disclosure Requirements (AASB 127, AASS 126 and AASR 131}, applies from

1 July 2013,
The exemptions fom preparing the consclidation Is not expected fo apply to the LHD.

ASB 2011-7, Amendments to Auslralian Accounting Standards for the consalidation ard joint arangamen standards, arise
from the Issuance of AASS 10, AASB 11, AASE 12, AASE 127, and AASB 128. The changes have applcation frem 1 July
2013 but are assessed as having no material effect.

AASB 2011-8, Amandmans 1o Auslralian Accounting Standards, Far Value Measurement affects 32 standards and aine
Interpretations, consequential to the new requirements contained In AASB 13, Fair Value Measurement. Tha change is
effective from 1 July 2013,

AASE 2011-9, Amendments to Australian Accounting Standards, Presentalion of Items of Otter Comprehansive incore

has application from 1 July 2042, The amendments requires entities lo group items presented In Other Comprehensive
Income on the basis of whether they are potentially reclassified to Proft or Loss. No change is expected.



Hunter New England Local Health District
Notes to and forming part of the Financiat Statements

AASB 2011-10, Amendments to Austrafian Accounting Standards arising from AASB 119 has applicalion from 1 July 2013
and makes consequential amendments to 7 standards and 1 inlerpretation o the changes made by AASE 118, Employee
Entillements, Any change fo the 201314 will be dependant on the policy of NSW Treasury.

AASB 2011-11, Amendments to AASR 15 arising fom Reduced Disclosure Requirements, has application from  July
2013 and any changes will be dependent on the mancate of NSW Treasury.

AASB 2011-12, Amendments to AASB 119 arising from Redused Disclosure Requirements, has application from  July
2013 and any changes will be dependent on the mandate of NSW Treasury.

AASB 2011-13, Amendments to Australian Accounting Standard - Improvements to AASB 1048, has application frorn 1
July 2013 and relates to the Whole of Government General Purpose Financial Statements and General Govemnment Sector
Firanciat Statements. Any change will be dependent on the mandate of NSW Treasury.



PARENT

Six months to

2012 3¢ June 2011
$008 $000
661,335 307,368
31,2684 13,320
63,736 32,486
15,857 9,644
67,193 30,587
36,243 17,024
83,465 42,624
39,315 13,735
102 -
14,102 6,751
195 119
1,012,527 473,658
62

0,188 3,957
18,099 BAT4
47,788 23,028
82,372 40,084
13,153 6,165
50,240 44,974
18,142 8113
8,397 2,155
2953 922
6,457 2,093
15,185 7,492
14,259 6,734
akiil 33441
4,713 2,024
5,151 2481
4534 2021
2,395 750
1,019 3,530
71,982 42,535
5,036 4,562
2,882 1,220
946 4385
470,108 251,170

Hunter New England Local Health District
Notes fo and forming part of the Financial Statements

. Employee Related

Employee felated expenses comprise the following:

Salares and Wages

Owertime

Penalties

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

Annual Leave

Sick Leave and Other Leave
Redurdancles

Workars' Compensation Insurance
Fringe Banefils Tax

The following additional Information Is provided:

Employee Related Expenses Capitalised - Land and Buildings
Employee Related Expenses Capitalised - Plant and Equipment

. Personnel Services

Personnel Services comprise the purchase of the following:

Salaries and Wages

Overdime

Penalties

Superannation - Defined Benefit Plans
Superannuation - Defined Cantribution Plans
Long Service Leave

Annual Leave

Sick L.eave and Cther Leave
Redundancies

Workers' Compensalion Insurance
Fringe Benefits Tax

The following additional Informaticr is provided:

Personnel Services Expenses Capltalised - Land and Bulkdings
Personnel Services Expenses Caplalised - Piant ang Equipment

. Other Operating Expenses

Blood and Blood Products

Domestic Supplies and Services

Drug Supplies

Food Supplies

Fuel, Light and Power

General Expensas (Sea (b} below)

Hosphal Ambulance Transpert Costs

Information Management Expenses

insurance

Malntenance (See {c) below}
Maintenance Contracts
NewiReplacement Equipment under §10,000
Repalrs Mainterance/Non Contract

Medical ang Surglcal Supplies

Motor Vehicle Expenses

Postat and Telephone Costs

Prining and Stationery

Rates and Charges

Rental

Speclal Service Depaitments

Staff Related Costs

Sundry Operating Expenses (Sea (a) below)

Traval Ralated Costs

CONSOLIDATION

Six months fo

2012 30 June 2019
$000 $000
661,335 207,368
31,284 13,320
63,736 32,486
18,857 9,644
67,193 20,587
36,243 17,024
83,465 42,624
39315 13,735
102 -
14,102 6,751
195 119
1,012,627 473,658
g2
10,188 3,957
18,00% 8,474
47,788 23,028
82,372 40,084
13,153 6,195
50,240 44,874
18,142 8,112
8,397 2,185
2,953 922
9,457 2,093
15,165 7,492
14,2569 6,734
71,727 33,441
4,713 2,024
5,151 2,481
4,534 2,021
2,395 750
7,018 3,530
71,962 42,535
9,036 4,562
2,882 1,220
9,456 4,385
479,108 261,170
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Hunter New England Local Health District
Notes to and forming part of the Financial Statements

PARENT CONSOLIDATION
Six months to Six months to
2012 30 June 2011 2012 30 June 20114
$000 $000 %000 $000

6. Depreciation and Amortisation

39,406 19,489 Depreciation - Buildings 39,406 19,489
249 117 Amortisation - Leased Buildings 249 117
17,110 5470 Depreciation - Plant and Equipment 17,110 5470
3,233 1,617 Depreciation - Infrastructure Systems 3,233 1,617
59,998 26,693 59,998 26,693

7. Grants and Subsidies

4,193 1,397 Non-Government Organisations 4,193 1,397
40 16 Nursing Homes 40 16
28 72 Grants to Research Orgs 28 72

181 - Promotion of Research 181 -
381 72 Other Grants 381 72
4,823 1,557 4,823 1,557

8. Finance Costs

13,841 7,294 Calvary PPP Interest Charges 13,841 7,294
a64 2,568 interest on Loans 364 2,568
14,205 9,862 Total Finance Costs 14,205 9,862

9. Payments to Affillated Health Organisations

(a) Recurrent Sourced

106,739 49,395 Calvary Mater Newcastle 108,739 49,395

106,739 49,395 106,739 49,395
{b) Capital Sourced

978 514 Calvary Mater Newcastle 978 514

978 514 978 514

107,717 48,909 Total Payments to Affiliated Health Crganisations 107,717 49,909




PARENT
Six months fo
2012 30 June 2011
$000 $000
6,114 2,018
448 230
1,300 289
74,407 32,798
2,089 o77
4,242 2,232
28,769 15,344
307 151
18,693 5,815
5,148 3,022
5,249 2,276
832 364
3,547 211
3,141 256
274 112
16,911 8,277
121 69
12,302 5,187
3,910 n
274 -
4 660 2,122
3,574 1,584
9,324 5,421
204,636 89,655
2,613 -
686 -
611 -
5,226 2,223

- (12)

5,226 2,21

10,

11.

Hunter New England Local Health District
Notes to and forming part of the Financial Statements

Sale of Goods and Services
{(a) Sale of Goods comprise the following:-

Sale of Prosthesis
Other
Pharmacy Sales

{b) Rendering of Services comprise the following:-

Patient Fees [see note 2(d}]
- Inpatient Fees
- Nursing Home Fees
- Non inpatient Fees
Department of Veterans' Affairs
Staff-Meals and Accommodation
Infrastructura Fees - Monthly Facility Charge [see note 2(d)]
- Annual Charge
Car Parking
Child Care Fees
Clinical Services {excluding Clinical Drug Trials}
Commercial Activities
Fees for Medical Records
High Cost Drugs
Meals on Wheels
Motor Accident Authority Third Party
Patient Inflows from Interstate [see note (c) below]]
Salary Packaging Fee
Services Provided to Non NSW Health Organisations
Multi Purpose Service Centre Fees
Other

{c) Revenues from Patient Inflows from interstate are as follows:-
Cld

Vic

Cther

Investment Revenue
interest

- Other
Royallies

CONSOLIDATION
Six months to
2012 30 June 2011
$000 $000
6,114 2,018
448 230
1,300 289
74,407 32,798
2,089 977
4,242 2,232
28,769 15,344
307 151
18,693 5,815
5,148 3,922
5,249 2,276
832 364
3,647 21
31 256
274 112
15,911 8,277
121 69
12,302 5,187
3,910 -
274 -
4,660 2,122
3,574 1,584
9,324 5421
204,636 89,655
2613 -
686 -
611 -
5,226 2,223
- (12)
5,226 2,211




PARENT
Six months fo
2012 30 June 2011

$000 $000
674 333
10,287 3,915
166 52
4,811 2,229
7,563 1,137
14,678 3,801
15,658 9,644
1,067 {182)
29,864 17,007
84,558 37,936
244 36
805 408
274 290
164 8
1,639 695
78 42
270 32
908 3,270
1,873 1,017

6,255 5,798

12,

13.

14,

Hunter New England Local Health District
Notes to and forming part of the Financial Statements

Grants and Contributions

Clinical Drug Trials

Commonwealth Government Grants

Commonwealth Teaching Hospital Grants

Industry Contributions/Donations

Cancer Institute Grants

NSW Government Grants

Personnel Services - Superannuation Defined Benefit Plans
Research Gramis

Other Grants

Acceptance by the Crown Entity of employee benefits

The following liabilities and expenses have been assumed by
the Crown Entity:

Superannuation-defined benefit

Long Service Leave

Other Revenue
Other Revenue comprises the following:-

Commissions

Conference and Training Fees

Discounts

Insurance Refunds

Lease and Rental Income

Sale of Merchandise, Old Wares and Books
Sponsorship Income

Treasury Managed Fund Hindsight Adjustment
Other

CONSOLIDATION
Six months fo
2012 30 June 2011
$000 $000
674 333
10,287 3,915
166 &2
4,811 2,229
7,563 1,137
14,578 3,801
1,067 (182)
1,190 857
40,326 12,142
15,558 0,644
28674 16,150
44,232 25,794
244 36
805 408
274 200
164 8
1,639 695
78 42
270 32
908 3,270
1,873 1,017
6,255 5,798




Hunter New England Lecal Health District
Notes to and forming part of the Financial Statements

PARENT CONSOLIDATION

Six months fo Six months fo

2012 30 June 2011 2012 30 June 2011

$000 $000 $000 $000

15. Gain f {Loss} on Disposal

11,884 6,078 Property, Plant and Equipment 11,884 6,078

9,686 4,507 Less: Accumuiated Depreciation 9,686 4,507

2,198 1,571 Written Down Value 2,198 1,571

1,204 599 Less: Proceeds from Disposal 1,294 590

Gain/(Loss) on Disposal of

{904) {972) Property, Plant and Equipment (904) (972)

6,450 - Assets Held for Sale 6,450 -

6,276 - Less: Proceeds from Disposal 6,276 -
Gain/{Loss) on Disposal of Assets

{174) - Held for Sale (174) -

(1,078) (972) Total Gain/(Loss) on Disposal {1,078) (972}

16. Other Gains / (Losses)

{2,232) (231) impairment of Receivables (2,232) (231)

(2,232) (231) (2,232) (231}




Hunter New England Local Health District
Notes to and forming part of the Financial Statements

PARENT AND CONSOLIDATION

47. Conditions on Contributions

Purchase of Health Promotion, Other Total
Assets Education and
Research
$000 $000 $000 $000

Contributions recognised as revenues during the current
year for which expenditure in the manner
specified had not occurred as at balance date 2,722 11,019 4,714 18,452
Contributions recognised in amalgamated balance as at
30 June 2011 which were not expended in the current
year 6,988 26,328 7,133 40,449
Total amount of unexpended contributions
as at balance date 9,710 37,347 11,844 58,901

Comment on restricted assets appears in Nole 24



Hunter New England Local Health District
Notes to and forming part of the Financial Statements

18, Service Groups of the LHD

Service Group 1.1 -

Setvice Description:

Objective:

Service Group 1.2 -

Service Description:

Objective;

Service Group 1.3 -

Service Descriptioh:

Objective:

Service Group 21 -

Semvice Description:

Objective;

Service Group 2.2 -

Service Description:

Objective:

Primary and Community Based Services

This service group covers the provision of health services to persons atiending
community health centres or in the home, including health promotion activities,
community based women's health, dental, drug and alcohol and HIV/AIDS services. it
also covers the provision of grants to non-Government organisations for community

health purposes.

This service group contributes fo making prevention everybody's business and
strengthening primary heaith and continuing care in the community by working towards a

range of intermediate results that include:
- improved access to early infervention, assessment, therapy and freatment services in a

home or community setting; and
« reduced rate of potentially preventable hospitalisation.

Aboriginal Health Services

This service group covers the provision of supplementary health services to Aboriginal
people, particularly in the areas of health promotion, health education and disease
prevention. (Nofe: This Service Group excludes most services for Aboriginal people
provided directly by Local Health Districts and other general health services which are
used by all members of the community).

This service group contributes to ensuring a fair and sustainable heaith system by
working towards a range of intermediate results that include the following:

« the building of regional parinerships for the provision of health setvices; and

» raising the health status of Aboriginal people; and

«» promoting a healthy lifestyle.

Qutpatient Services

This service group covers the provision of services provided in oulpatient clinics
including low level emergency care, diagnostic and phammacy services and radiotherapy
treatment.

This service group confributes to creating better experiences for people using health
services and ensuring a fair and sustainable health system by working towards a range
of intermediate results Including improving, maintaining or restoring the health of
ambulant patients in a hospital setting through diagnosis, therapy, education and
freatment services.

Emergency Services

This service group covers the provision of emergency ambulance services and treatment
of patients in designated emergency departments of public hospilals,

This service group coniributes to creating better experiences for people using the health
system by working towards a range of intermediate results including reduced sisk of
premature death or disability by providing timely emergency diagnostic treaiment and
transport services.

Inpatient Hospital Services

This service group covers the provision of health care to patients admitted to public
hospitals.

This service group contributes fo creating better experiences for people using the heaith
system by working towards a range of intermediate results that include the foltowing:

» timely treatment of booked surgical patients, resulting in improved clinical outcomes,
quality of life and patient satisfaction; and

« reduced rate of unplanned and unexpected hospital readmissions.



Service Group 3.1 -

Service Description:

Objective;

Service Group 4.1 -

Service Description:

Obiective:

Service Group 5.1 -

Service Description:

Objective:

Service Group 6.1 -

Semvige Desgription:

Objective:

Hunter New England Local Health District
Notes to and forming part of the Financial Statements

Mental Health Services

This service group covers the provision of an integrated and comprehensive network of
services by Local Health Districts and community based organisations for people
seriously affected by mental iliness and mental health problems. { also includes the
development of preventative programs which meet the needs of specific client groups.

This service group contributes to strengthening primary health and continuing care in the
community by working lowards a range of intermediate results that include the following:
» improving the health, wellbeing and social functioning of people with disabling mental
disorders; and

+ reducing the incidence of suicide, mental health problems and mental disorders in the

community.

Rehabilitation and Extended Care Services

This service group covers the provision of appropriate health care services for persons
with long-term physical and psycho-physical disabilities and for the frail-aged. It also
includes the coordination of the Ministry's services for the aged and disabled, with those
provided by other agencies and individuals.

This service group contributes to strengthening primary health and continuing care in the
community and creating beler experiences for people using the health system by
working towards a range of infermediate results including improving or maintaining the
wellbeing and independent functioning of people with disabilities or chronic conditions,
the frail and terminally ill.

Population Health Services

This service group covers the provision of health services targeted at broad population
groups including environmental health protection, food and poisons regutation and
monitoring of communicable diseases.

This service group contribules to making prevention everybody's business by working
towards a range of intermediate results that include the following:

« reduced incidence of preventable disease and disability; and

« improved access 1o opportunities and prerequisites for good health.

Teaching and Research

This service group covers the provision of professional training for the needs of the New
South Wales health system. It also includes strategic invesiment in research and
development to improve the health and wellbeing of the people of New South Wales.

This service group contributes to ensuring a fair and sustainable health system by
working towards a range of intermediate results that include the following:

» developing the skills and knowledge of the health workforce to support patient care and
population health; and

» extending knowledge through scientific enquiry and applied research aimed at
improving the health and welibeing of the people of New South Wales.
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PARENT
2012 2014
$000 $000

20,
19,645 17,006
20278 16,840
13,413 17,774
15,621 17,844
77,957 69,464
(2,9682) (234)
74,975 69,230
550 707
75,525 69,937
(224) .
390 -
- (3
(208) .
(289) (221)
(1,031} (224)
(10) -
25 R
(23) -
{1,943) (10)
{1,851) (i0)
(2,982) (234)
264 -
264 .
264 .
264 .
1,334 676
388 264
11,585 10,198
13,307 11,138

Hunter New England Local Health District
Notes o and forming part of the Financial Statements

Receivables

Current
Sale of Goods and Services
Intra Health Recelvables
Goods and Services Tax
Other Debtors

Sub Total
Less Allowance for Impairment

Sub Total
Prepayments

{a) Movement in the Allowance for impairment
Sale of Goods and Services
Balance at Commencement of Reporting Period
Amounts written off during the year
Amounts recovered during the year
Administrative Restructures - Transfers (Injfout
{Increase)fdacrease in Allowance Recognised in
Result for the Year
Balance at 30 June

() Movement in the Allowance for impairment
Other Debtors
Balance at Commencement of Reporting Period
Amounts written off during {he year
Amounts recovered during the year
Administrative Restructures - Transfers {In)fout
{Increass)/decrease in Allowance Recognised in
Result for the Year
Balance at 30 June

Non-Current
Sale of Goods and Services

Sub Total
Less Allowance for Impairment

Sub Total
Prepaymeants

{c) Sale of Goods and Services Receivables
(Current and Non-Current) include:
Patient Fees - Compensable
Patient Fees - Ineligible
Patient Fees - Other

CONSOLIDATION
2012 2011
$000 $000

19,645 17,006
29,278 16,840
13,413 17,774
15,621 17,844
77,957 69,464
{2,962) (234)
74,975 69,230
550 707
75,525 69,837
(224) .
390 -

- (3}
{908) -
{289) (221)
(1,031) (223)
(10) -

25 -
(23) -

(1,943) {10)

{1,857) {(10)

(2,982) {234)

264 -
264 -
284 -
264 .
1,334 676
386 264
11,585 10,198
13,307 14,138

Datails regarding credit risk, liquidily risk and market risk, including financial assets that are either past due or impaired are

disclosed in Nofe 37.



Hunter New England Local Health District
Notes to and forming part of the Financial Statements

PARENT CONSOLIDATION
2012 2011 2012 2011
$000 $000 $000 $000

21. Inventories - Current - Held for Distribution

2,576 2,520 Drugs 2,576 2,520
129 86 Medical and Surgical Supplies 129 86

2,705 2,606 2,705 2,606




Hunter New Engiand Local Heaith District
Notes to and forming part of the Financial Statements

PARENT
2012 2011
$000 $000
22, Property, Plant and Equipment
Land and Buildings - Fair Value
1,847,881 1,773,016 Gross Carrying Amount
l.ess Accumulated Depreciation
843,243 787,183 and Impairment
1,004,638 985,833 Net Carrying Amount
Plant and Equipment - Fair Value
214,399 124,489 Gross Carnrying Amount
Less Accumulated Depreciation
122,777 68,375 and Impairment
91,622 56,114 Net Carrying Amount
infrastructure Systems - Fair Value
128,339 129,339 Gross Carrying Amount
Less Accumulated Depreciation
58,888 55,665 and Impairment
70,441 73,674 Net Carrying Amount
Total Property, Plant and Equipment
1,166,701 1,115,621 At Net Carrying Amount

CONSOCLIDATION
2012 2011
$000 $600

1,847,881 1,773,016
843,243 787,183
1,004,638 985,833
214,399 124,489
122,777 58,375
91,622 56,114
129,339 129,339
58,808 55665
70,441 73,674
1,166,701 1,115,621




PARENT AND CONSOLIDATION

22, Property, Plant and Equipment - Reconclifation

Hunter New Engtand Local Health District
Notes to and forming part of the Financial Statements

Land Bulldings Work in Leased Plant and | Infrastructure | Other Leased Total
Progress Buildings | Equipment Systems Assets
$000 $000 $000 $000 $000 $000 $000 $000
2012
Net Carrying Amount at Start of Year 110,677 785,788 85,643 3725 56,114 73,8674 - 1,115,621
Additions - 232 48,878 - 12,426 - - 61,636
Reclassifications to Intangibles - - - - - - - -
Recognition of Assets Held for Saie (2,250) - - - - - - {2,250)
Disposals @7 (19) - - (2.082) - - (2,198)
Administrative Restructures - Transfers
in/(Out) 1,050 20,632 1,342 222 30,644 - - 53,890
Net Revaluation Increment Less
Revaluation Decrements Recognised in
Reserves . “ - - - - - -
(mpairment Losses (Recognised in "Other
Gains/i.osses") - - - - - - - -
Depreciation Expense - (39,408} (249) (17,110) (3,233} - {569,998)
Reclassifications - 96,238 (107,868) - 11,630 - - -
Net Carrying Amount at End of Year 109,380 863,465 28,095 3,698 91,622 70,441 - 1,166,701
Land Buildings Work in Leased Plant and | Infrastructure | Other Leased Total
Progress Buildings | Egquipment Systems Assels
$000 $000 $000 $000 $000 $000 $000 $000
2011
Net Carrying Amount at Start of Year - - B - - - - -
Additions - - 38,772 - 5,257 - - 44,028
Reclassifications to Infangibles - - - - - - - -
Recognition of Assets Held for Sale (150} (6,200} - - - - - (6,350}
Disposals - - - - (1,571) - - {1,671}
Administrative Restructures - Transfers
Inf(Qut) 110,827 811,373 53,537 3,842 51,337 75,290 -1 1,106,206
Net Revaluation Increment Less
Revaluation Decrements Recognised in
Reserves - - - - - - - -
tmpairment Losses (Recognised in "Other
Gains/Losses) - - - - - - - -
Depreciation Expense - (19,488) - {117 (5,470) (1.817) - {26,693)
Reclassifications - 104 {6,668) - 6,561 1 - -
HNet Carrying Amount at End of Year 110,677 785,788 85,643 3,725 56,114 73,674 " 1,115621

Above categories and transaction type should be deleted if not applicable.

(i) Land and Buildings include land owned by the Health Administration Corporation but controlled by the LHD [see note 2(g)}.

(i Land and Buildings were valued by Corporeal Pty Lid, Property Valuers and Consultants (Certified Practising Valuer, Registered Valuer No. 2673) on 1 July
2010 [see note 2(j)]. Corpereal Py Lid is not an employee of the LHD.
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Hunter New England Local Health District
Notes fo and forming part of the Financial Statements

PARENT CONSOLIDATION
2012 2011 2012 2011
$000 $000 $000 $000
25. Payables
Current
- - Accrued Salaries, Wages and On-Costs 23,817 16,729
- - Taxation and Payroll Deductions 5,390 5,467
29,207 22,196 Accrued Liability - Purchase of Personnel Services - -
31,270 22,834 Creditors 31,270 22,834
Other Creditors
444 3,645 - Capital Works 444 3,645
15,083 36,226 - Intra Health Liability 16,083 36,226
41,214 41,630 - Other 41,214 41,630
4,030 3,768 - Taxation 4030 3,768
121,248 130,299 121,248 130,299

Details regarding credit risk, liquidity risk and marke! risk, including a maturity analysis of the above payables are disclosed in Note 37.

26. Borrowings

Current
2,489 2,445 Other Loans and Deposits 2,489 2,445
7,412 6,629 Novacare - Calvary Mater Newcastle PPP 7,412 6,629
9,901 9,074 9,901 9,074
Non-Current
1,500 3,891 Other Loans and Deposits 1,500 3,991
132,796 140,210 Novacare - Calvary Mater Newcastie PPP 132,796 140,210
134,206 144,201 134,296 144,201

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

Other loans still to be extinguished represent monies to be repaid to the Health Services Support.
Final Repayment is scheduled for June 2014.

Liability to NovaCare, $140m. Final repayment to NovaCare for Calvary Mater Newcastle Hospital PPP Liability is scheduled for 2033/34

Details regarding credit risk, liquidity risk and market risk, including a maturiy analysis of the above payables are disclosed in Note 37.



PARENT
2012 2011
$000 $000
156,982 128,343
156,982 128,343
576 519
576 518
156,982 128,343
576 519
28,207 22,196
186,765 151,058

27.

Hunter New England Local Health District
Notes to and forming part of the Financial Statements

Provisions

Annual Leave - Short Term Benefit
Annual Leave - Long Term Benefit

Leng Service Leave On-Costs

Provision for Personnel Services Liability

Total Current Provisions

Non-Current Employee Benefits and Related On-Costs
Long Service Leave On-Costs
Provision for Personnel Services Liability

Total Non-Current Provisions

Aggregate Employee Benefits and Related On-Costs
Provisions - Current

Provisions - Non-Current

Accrued Salaries, Wages and On-Costs (Note 25)

Accrued Liability - Purchase of Personnel Services (Note 25)

CONSOLIDATION
2012 2011
$000 $000
88,345 84,682
60,122 33,791
18,515 9,870
156,982 128,343
576 519
576 519
156,982 128,343
576 519
29,207 22,196
186,765 151,058




Hunter New England Local Health District
Notes to and forming part of the Financial Statements

PARENT CONSOLIDATION
2012 2011 2012 2011
$000 $000 $000 $000

28. COther Liabilities

Current
6,306 3,257 Income in Advance 6,306 3,257

6,306 3,257 6,306 3,257

Non-Current
345 360 Income in Advance 345 360

345 360 345 360
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PARENT
2012 2011
$000 $000
8,153 7,202
44,366 39,264
101,710 114,985
154,229 164,521
15,119 15,804
50,569 54,022
85,385 96,151
151,073 166,877
16,904 15,895
82,066 75,200
443 668 467,348
542,639 558,533
847,940 886,931

Hunter New England Local Heaith District
Notes to and forming part of the Financial Statements

CONSOLIDATION
29. Commitments for Expenditure 2012 2011
$000 $000

{d) Calvary Mater Newcastle Hospital Public, Private Partnership (PPP)

in 2005-06, the Health Administration Corporation entered into a contract with a private sector provider, NovaCare
Project Partnership for financing, design, construction and commissioning of a new Mater Hospital, a mentat heatth
facliity and refurbishment of existing buildings, and facilities management and delivery of ancillary non-clinical services
on the site until November 2033. The redevelopment has been completed in three stages. Stage 1 was completed in
January 2008 followed by Stage 2 in February 2009. Construction of Stage 3 was completed on 16 June 2009.

When Stage 1 construction was compleled in January 2008, the former Hunter New England Area Health Service
(HNEAHS) transferred the Mater hospital to Calvary Mater Newcastle and recognised the transfer as a grant expense
of $71.33M. The recognition is based on the fact that services are delivered by Little Company of Mary Heaith Care
being a Third Schedute Hospital health care provider which is outside the accounting contrel of either the former
HNEAHS or the Ministry of Health. Upon completion of the Project, the former HNEAHS transferred the other paris of
the new Hospital and recognised the transfer of a grant expense of $35.48M In June 2009.

The former HNEAHS recognised the new mental heatth facility as an asset of $39.28M. The refurbished Convent and
McAutey buildings at the Mater hospital site as occupied by the former HNEAHS, was also recognised as an asset
and offsetting fiability of $41.08M. The basis for the accounting treaiment is that services will be delivered by the
former HNEAHS on the site of Mater Hospital for the duration of the Head Lease of the these facilities until November

2033.
1n addition, the former Hunter New England Area Health Seivice recognised the liability to NovaCare, payabile over

the period to 2033, for the construction of both hospitals. The liability transferred from the former HNEAHS fo the
HNELHD on 1 January 2011,

An estimate of the commitments is as follows:

{iy Commitments — Repayment of PPP Liability {(Borrowings )

Not later than one year 8,163 7,202
Later than one year and not later than five years 44,366 39,264
Later than five years 101,710 114,965
Total PPP LiabHity Commitments (inciuding GST) 154,229 161,521

(I} Future Interest Charges ~ New Mental Heaith Building and Refurbished Bulldings (PPP Interest)

Not {ater than one year 15,119 15,804
Later than one year and not later than five years 50,569 54,022
Later than five years 85,385 96,151
Total PPP Future Interest Commitments {including GST) 151,073 166,877

(ill) Other Expenditure Commitments — Provision of facllities management and other non-clinical services to
both hospitals.

Not tater than one year 16,904 15,885

Lafer than one year and not later than five years 82,086 75,290
Later than five years 443,668 467,348
Total Other Expenditure Commitments {including GST) 542,639 558,533
Totaf 847,940 886,931

The expenditure commitments include Goods and Services Tax. Refated input tax credits of $77m
are expected fo be recoverable from the Australian Taxation Office.



8LL'T ors'e 184 [ 80€ 6.2 620'L 18T} Jead [eoueuy sy} jo
puUs Su} Je souejeg Ysen

(Zze's 1) (0gr'ee)  (gzoLy) (gzs'se) (8 (£2) {637) {622) a.nypusdxs
ortel 802'9¢ 808'LL 264'6E £le (@ 8LE'L 1ot sidisnay
- 8Lz - 184 - 80¢ - 620l Jeak |epueuly sy 10

Buubaq sy je acueieq ysen

000$ 000$ 0008 000$ 0003 000$ 000$ 000$
110Z AN Y4 107 zI0z 374 - ZLOZ LLOZ zZL0Z
spund isniL sysodag
[ejoL 2013081 B}EAL slgepunyoy sni] Juoned

Juneade
1SN} U Ui suonioesues; 8y j0 Aeuilns e ) Buimoljo; SUt L "saAgoafqo s) JO JUSWSABILOR BU) 10} WAL 9SN JOUUED JOLESI(] SU} SB SJUSLUSIE]S {BIDUBUIY B} WOl PSPNiOXS S8 SILoW 38y |

"SJSNL 80IoBld 8)eAid puB Jualdinba Jo swajl pauy Ue susodsp ‘satucll sjusied jo Buidesy ajes au) 10§ pasn SIE UDIUM UCHIIU 9G2S 10 SASUCW pun] 18N} SPIoY 1OWSI 8Ll

spundjsniy ‘og

NOLLVAITOSNOD NV 1NTHVd

SiUSLLSYEIS [erouBLLY 8l Jo ped Buiuiio) pue 0} S31ON
JouIsIq YiesH (2007 pueiug man Jsjuny



Hunter New England Local Health District
Notes to and forming part of the Financial Statements

PARENT AND CONSOLIDATED

31. Contingent Liabilities and Assets

a)

b)

c)

Workers Compensation Hindsight Adjustment

Treasury Managed Fund normally calculates hindsight premiums each year. However, in regard to
workers compensation the final hindsight adjustment for the 2005/06 fund year and an interim adjustment
for the 2007/08 fund year were not calculated until 2011/12.

As a result, the 2006/07 final and 2008/09 pertaining to the hospitals and community services now
forming part of the LHD will be paid in 2012/13. It is not possible for the LHD to reliably quantify the

benefit to be received.

Affiliated Health Organisations

Based on the definition of control in Australian Accounting Standard AASB127, Consolidated and
Separate Financial Statements, Affiliated Health Organisations tisted in Schedule 3 of the Health
Services Act, 1997 are only recognised in the LHD's consolidated financia! statements to the extent of

cash payments made.

However, it is accepted that a contingent liability exists which may be realised in the event of cessation of
health service activities by any Affiliated Health Organisation. In this event the determination of assets
and liabilities would be dependent on any contractual relationship which may exist or be formulated
between the administering bodies of the organisation and the District and the Ministry.

Calvary Mater Newcastle Hospital Public, Private Partnership (PPP)

The liability to pay Novacare for the redevelopment of the Mater Hospital is based on a financing
arrangement involving CPl-linked finance and fixed finance. An interest rate adjustment will be made as
appropriate for the CPl-linked interest component over the project term. The estimated value of the
contingent liability is unable to be fully determined because of uncertain future events.
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Hunter Naw England Local Heafth Disiricl
Notes 1o and forming parl of the Financial Statements

PARENT AND CONSOLIDATED

. Unclaimed Moneys

tnclaimed salaries and wages are paid to the cradit of the NSW Treasury in accordance with the provistons
of the Industrial Relalions Act, 1996,

All money and parsonal affecls of patients which are left in 1he custedy of LHD by any patienl who Is
discharged or dies in the hospital and which are not claimed by the person lawiully entilled thereto within &
period of twelve months are recegnised as the propery of LH.

All such money and the praceeds of the realisation of any personal effects are lodged 1o the credil of the
Samaritan Fund which Is used spocifically for the benefit of necessitous patients or necesslous outgoing
pafients.

. Budget Review - Parent and Consolidated
Net Resuft

The aclual Nat Resuil was higher than budgst by $9,0m, primarity dus to:

A - 5(10.6)m unfavourability In revenue, due primarily to Sale of Goods & Services.

B - $21.3m favourabliity in expenses due primarily in salaries and wapges following imp ion of savings
sirategies.

C - $(1.7)m unfavourability in expense allocation other losses due primarily lo impairment of recaivables.

Assets and Liablfities

Current assets wers lower than budgel by $(41,4)m due primarily to a reduciion in current receivabiles of
$(29.2)m and S(B.1)m of Cash and Cash Equivalents less than budget. Non-current assets were higher than
budget by $16.6m primarily due to higher than budgsted ron-current plant & equipment acqguisitions of
$18.BM. Total fiabilities are favourable 1o budget by $44.5m due primarily 1o tower than expected current
payabies of $54.9m being offset by increases in cutrent provisions of ${t3.8)m.

Cash Flows

Actual cash flows are unfavourable $(8.1)m fo budget, Operaling activities were favourable $1.1m, offset by
unfavourabitity in Financing Activilies of $(1.09m & Invesling activities of $(8.2)m. Cash flow from investing
actives was unfavouratle due to cash flow from assets purchased net of proceeds.

Movements in the levet of the NSW Minisiry of Health Recurrent Allocation thal have occurred since the time
of the Initiat allocation on Hunter New England Locat Heallh Districi are as foliows:

$000
Initial Alfocation, 1,281,248
Award Increases 28,080
Speclal Projects
DBMAS 1,876
Chronic Diseasa Management are
Nal Partnership Homeless D8A 939
General Manfat Health 800
TFH - Transport for Health 787
Drug Summit 4 f Natienal Drug Diversion Prg 3 484
Caring Together 460
Mental Health Enhancement 333
Hl Drugs Needies & Syringes 333
CAN Gerlefric Assessment 331
Taking Pressure off Hospllals 288
Aboriginal Health Enhancement 230
CIWALDS 21
Various Special Projecls 1,672 9,718
Other
204112 Budget - PPP 22,254
Additional Acute 8 Sub Acute Beds 20,488
RMR> $10K 7,802
Generat Growth 7117
Additional Nurses 5,338
Additional Acute Planned Surgery 5116
‘Treasury Managed Fung Adjustmant 4,426
More Beds 3,120
Leap Year Cosis 2,247
Implementation of the Nursing Hours Provisions 2011 - 1244
Calvary Mater !
MRt Operating Costs 1,000
VMO's 923
Healih Advancemant Funding 907
Maternity Services 805
Cut Elective Surgery Whaiting Times 750
Radiotherapy 638
New fnitiatives 606
High Cost Patient Pool 578
Ministerial Taskforce on Emergency Care 561
2011/12 Compacks Funding 532
Paediatric Cochlear Implantation 00
Revenue increase (1,281)
Transfer of HACC funding from Confund fo Revenue {7,599)
Other Misc 5939 _ B5088

Balance as per Slatement of Comprehensive Income 1,405,146



Hunter New England Local Health District
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36. Increase/(Decrease) in Net Assets from Equity Transfers

Equity transfers effected in 2011/12 comprised:

An increase in net assets of $59.62m relating to the LHDs' assumption of responsibilities
upon dissolution of Health Reform Transitiona! Organisation Northern on 31 October 2011
and final close of Health Reform Transition Crganisation Northern on 31 May 2012.

Assets and Liabilities transferred are as follows:

2012
$000
Assets
Current
Cash & Cash Equivalents 21,260
Inventory -
Receivables 10,470
Prepayments 250
Non Current
Property, Plant & Equipment 53,890
Non current receivables 264
86,134
Liabilities
Current
Current Liabilities 568
Payables » 14,435
Provisions 11,511
26,514

Increase/(Decrease) in Net Assets From Equity Transfers 59,620




Hunter New England Local Health District
Notes to and forming part of the Financial Statements

37. Financial Instruments

The LHD's principal financial instruments are outiined below. These financial instruments arise directly from the
LHD's operations or are required to finance its operations. The LHD does not enter into or trade financial
instruments, including derivative financial instruments, for speculative purposes.

The LHD's main risks arising from financial instruments are outlined below, together with the LHD's objectives,
policies and processes for measuring and managing risk. Further quantitative and qualitative disclosures are
included throughout these financial statements.

The Chief Executive has overall responsibility for the establishment and oversight of risk management and
reviews and agrees policies for managing each of these risks. Risk management policies are established to
identify and analyse the risk faced by the LHD, to set risk limits and controls and monitor risks. Compliance
with policies is reviewed by the Audit & Risk Committee/internal auditors on a continuous basis.

(a) Financial Instrument Categories

PARENT
Financial Assets Carrying Carrying
Class: Category Amount Amount
2012 2011
$000 $000
Cash and Cash Equivalents (note 19) N/A 98,204 85,061
Receivables (note 20)1 Loans and receivables 61,826 51,456
(at amortised cost)
Total Financial Assets 160,030 136,517
Financial Liabilities
Borrowings (note 26) Financial liabilities 144,197 163,275
Payables (note 25)2 measured at 117,218 126,531
amortised cost
Total Financial Liabilities 261,415 279,806

Notes
1 Excludes statutory receivables and prepayments (ie not within scope of AASB 7)
2 Excludes statutory payables and unearned revenue {ie not within scope of AASE 7}

(b) Credit Risk

Credit risk arises when there is the possibility of the LHD's debtors defauiting on their contractual obligations,
resulting in a financial loss to the LHD. The maximum exposure to credit risk is generally represented by the
carrying amount of the financial assets (net of any allowance for impairment).

Credit risk arises from financial assets of the LHD, including cash and receivables.
No collateral is held by the LHD. The LHD has not granted any financial guarantees.

Credit risk associated with the LHD's financial assets, other than receivables, is managed through the selection of
counterparties and establishment of minimum credit rating standards.



Hunter New England Local Health District
Notes to and forming part of the Financial Statements

Cash

Cash comprises cash on hand and bank balances deposited in accordance with Public Authorities {Financial
Arrangements) Act approvals. Interest is earned on daily bank balances at rates of approximately 5.70% in
2011/12 compared to 5.22% in the previous year.

Receivables - trade debtors

All trade debtors are recognised as amounts receivable at balance date. Collectability of trade debtors is
reviewed on an ongoing basis. Procedures as established in the NSW Ministry of Health Accounting Manual
for Public Health Organisations and Fee Procedures Manual are followed to recover outstanding amounts,
including letters of demand. Debts which are known to be uncollectable are written off. An allowance for
impairment is raised when there is objective evidence that the LHD will not be able to collect all amounts due.
This evidence includes past experience and current and expected changes in economic conditions and debtor

credit ratings. No interest is earned on {rade debtors.

The LHD is not materially exposed to concentrations of credit risk to a single trade debtor or group of debtors.
Based on past experience, debtors that are not past due (2012:$58.677; 2011: $42.767m) and not more than 3
months past due (2012: $3.149; 2011:$7.469m) are not considered impaired and together these represent
94.91% of the total trade debtors. In addition Patient Fees Compensables are frequently not seftled within 6
months of the date of the service provision due to the length of time it takes to settle legal claims. Most of the
LHD Debtors are Health Insurance Companies or Compensation insurers settling claims in respect of inpatient

treatments.

Financial assets that are past due or impaired could be either 'sales of goods and services’ or 'Other Debtors' in
the 'receivables' category of the Statement of Financial Position. Patient Fees Ineligibles represent the majority of

financial assets that are past due or impaired.

$000
2012 Total *  Past due but not impaired '* Considered impaired '
<3 months overdue 4,859 3,149 1,710
3 months - 6 months overdue 668 528 140
> 6 months overdue 1,774 642 1,132
2011
<3 months overdue 7,469 7,469 -
3 months - 6 months overdue 547 537 10
> 6 months overdue 907 683 224
Notes

1 Each column in the table reports "gross recelivables”.
2 The ageing analysis excludes statutory receivables, as these are not within the scope of AASB 7 and excludes receivables that are not
past due and not impaired. Therefore, the "total" will nof reconcile to the receivables total recognised in the statement of financial position.



Hunter New England Local Health District
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(c¢) Liquidity Risk

Liquidity risk is the risk that the LHD will be unable to meet its payment obligations when they fall due.

The LHD continuously manages risk through monitoring future cash flows and maturities planning to ensure
adequate holding of high quality liquid assets. The objective is to maintain a balance between continuity of
funding and flexibility through effective management of cash, investments and liquid assets and liabilities.

The LHD has negotiated no loan outside of arrangements with the NSW Ministry of Health or Treasury.

During the current and prior years, there were no defaults on any loans payable. No assets have been pledged
as collateral. The LHD's exposure to liquidity risk is considered significant. However, the risk is minimised as the
NSW Ministry of Health has indicated its ongoing financial support for the Hunter New England Local Health

District Service (refer Note 2)."

The liabilities are recognised for amounts due to be paid in the future for goods or services received, whether or
not invoiced. Amounts owing to suppliers (which are unsecured) are settled in accordance with the policy set by
the NSW Ministry of Health. For small business suppliers, where terms are not specified, payment is made not
fater than 30 days from date of receipt of a correctly rendered invoice. For other suppliers, if trade terms are not
specified, payment is made no later than the end of the month following the month in which an invoice or a

statement is received.

For smalf business suppliers, where payment is not made within the specified time period, simple interest must
be paid automatically uniess an existing contract specifies otherwise.

The table below summarises the maturity profile of the LHD's financial liabilities together with the interest rate
exposure.
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d) Market Risk

Market risk is the rigk that the fair value of future cash flows of a financial instrument will fluctuate because of
changes in market prices. The LHD's exposures to market risk are primarily through interest rate risk on the

LHD's borrowings.
The LHD has no exposure to foreign currency risk and does not enter into commaodity contracts.

The effect on profit and equity due to a reasonably possible change In risk variable is oullined in the
information below, for interest rate risk and other price risk. A reasonably possible change in risk variable has
been determined affer taking into account the economic environment in which the LHD operates and the time
frame for the assessment (i.e. until the end of the next annual reporting period). The sensitivity analysis is
based on risk exposures in existence at the Statement of Financial Position date, The analysis is performed
on the same basis for 2011, The analysis assumes that all other variables remain constant.

Interest rafe risk
Exposure to interest rate risk arises primarily through the LHD's interest bearing liabifities.

Howaver, LHD are not permitted to borrow external to the NSW Ministry of Health (energy loans which are
negotiated through Treasury excepted).

Both Treasury and NSW Ministry of Health lcans are set al fixed rates and therefore are generally not affected
by fluctuations in market rates.The LHD does not account for any fixed rate financial instruments at fair value
through profit or loss or as available-for-sale. Therefore, for these financial instruments, a change of inferest
rates would not affect profit or loss or equity.

A reasonably possible change of +/-1% Is used consistent with current trends in interest rates. The basis will
be reviewed annually and amended where there is a structural change in the level of interest rate volatility.
The LHD's exposure to interest rate risk is set out below.

-1% +1%
Carrying Amount  Profit  Equity  Profit Equity
$'000

2012
Financial Assets
Cash and Cash Equivalenis 98,204 (982) (982) 982 982
Receivables 61,826 - - - -
Financial Liabilities
Payables 121,248 - - - -
Borrowings 144,197  (1,442)  (1.442) 1,442 1,442
2011
Financial Assets
Cash and Cash Equivalents 85,061 (851} {851) 851 851
Receivables 51,456 - B - -
Financial Liabilities
Payables 130,299

Borrowings 153,275  (1,533) (1,533) 1,633 1,533
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Note 38 Events after the Reporting Period

Activity Based Funding

A national approach to activity based funding (ABF) commences from 1 July 2012 and will make public hospital
funding more transparent and help to drive efficiency in the delivery of hospital services.
Through ABF, public hospitals will be funded according to the numbers and kinds of services they provide.

The Commonwealth Government will meet 45%, then 50% of the increase in National Health Reform Agreemer
expenditure commencing from 2014/15, rising to 50% by 2017/18.

A National efficient price of public hospital services wili be determined by the Independent Hospital Pricing
Authority for use in calculating the Commonwealth’s share of growth.

Commonwealth and State government contributions for public hospital funding will be transparent with both
amounts to be provided to Locat Health Districts through the National Health Funding Pool. For small hospitals
where ABF would not be appropriate, funding will continue to be provided through block grants.

END OF AUDITED FINANCIAL STATEMENTS






	Blank Page



