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Hunter New England Area Health Service
Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2009

aa) Trust Funds

ab) Budgeted Amounts

ac) Emerging Asset

ad) Service Group Statements Allocation Methodology

The Health Services's emerging interest in the Mater Public Private Partnership Funding has been 
valued in accordance with the Department of Health's policy for Accounting for Privately Financed 
Projects . This policy required the Health Services to initially determine the estimated written down 
replacement cost by reference to the project's historical cost escalated by a construction index and 
the system's estimated working life. The estimated written down replacement cost was then allocated 
on a systematic basis over the concession period of 25 years using the annuity method and the 
Government Bond rate of 5.63% at commencement of the concession period. 

The budgeted amounts are drawn from the budgets agreed with the NSW Health Department at the 
beginning of the financial reporting period and with any adjustments for the effects of additional 
supplementation provided. 

Expenses and revenues are assigned to service groups in accordance with statistical data for the 
twelve months ended 30 June 2008 which is then applied to the current period's financial information. 
Adjustments are made to the allocation, if required, based on currrent year data. In respect of Assets 
and Liabilities the Department requires that all Health Services take action to identify those 
components that can be specifically identified and reported by service groups. Remaining values are 
attributed to service groups in accordance with values advised by the NSW Department of Health,eg. 
depreciation/amortisation charges form the basis of apportioning the values for Intangibles and 
Property, Plant & Equipment.

The Health Service receives monies in a trustee capacity for various trusts as set out in Note 31.  As 
the Health Service performs only a custodial role in respect of these monies, and because the 
monies cannot be used for the achievement of the Health Service's own objectives, they are not 
brought to account in the financial statements.
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for the Year Ended 30 June 2009

Note 37 Financial Instruments

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

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

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 Health Service, to set risk limits and
controls and monitor risks. Compliance with policies is reviewed by the Audit Committee/Interna
auditors on a continous basis.

a) Financial Instrument Categories

2009 2008
$000 $000

Financial Assets
Class:
Cash and Cash Equivalents (note 18) 108,153 66,156

Receivables (note 19)1 Loans and receivables 32,686 37,475
(at amortised cost)

Other Financial Assets (note 21) Loans and receivables 15,454 -            
(at amortised cost)

Total Financial Assets 156,293 103,631

Financial Liabilities

Borrowings (note 26) 159,248 76,286
Payables (note 25)2 99,355 87,990

Total Financial Liabilities 258,603 164,276

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

PARENT AND CONSOLIDATED
Total carrying amounts as per

the Balance Sheet

Category
N/A

Financial liabilities 
measured at 
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b) Credit Risk 

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

the Health Service nor has it granted any financial guarantees.

Credit risk associated with the Health Services's financial assets, other than receivables, is managed 
through the selection of counterparties and establishment of minimum credit rating standards. 
Authority deposits held with NSW Tcorp are guaranteed by the State.
 
Cash
 

(Financial Arrangements) Act approvals. Interest is earned on daily bank balances at rates of
approximately 5.66% in 2008/09 compared to 7.42% in the previous year.

Receivables - trade debtors

All trade debtors are recognised as amounts receivable at balance date. Collectibility of trade debtors
is reviewed on an ongoing basis. Procedures as established in the NSW Department of Health
Accounting Manual 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 Health Service will not be able to collect the
amounts due. The evidence includes past experience and current and expected changes in economic
conditions  and debtor credit ratings. No interest is earned on trade debtors.

The Health Service 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 (2009:$18.4m; 2008: $18.7m) and
not more than [3] months past due (2009: $4.1; 2008:$6.8m) are not considered impaired and together these
represent (2009: 86%; 2008: 86%) of the total trade debtors. In addition Patient Fees Compensables are 
frquently not settled with 6 months of the date of the service provision due to the length of time it takes to
settle legal claims. Most of the Health Services' debtors are Health Insurance Companies or Compen-
sation Insurers settling claims in respect of inpatient treatments. There are no debtors which are 
currently not past due or impaired whose terms have not been renegotiated

The only financial assets that are past due or impaired are 'sales of goods and services' in the 'receivables' 
category of the balance sheet. Patient Fees Ineligibles represent the majority of financial assets that are 
past due or impaired.

$000
2009 Total
<3 months overdue 4,116 3,938 178
3 months - 6 months overdue 1,014 969 45
> 6 months overdue 2,725 2,328 397
Total 7,855 7,235 620
2008
<3 months overdue 6,770 6,506 264
3 months - 6 months overdue 2,729 2,662 67
> 6 months overdue 1,576 987 589
Total 11,075 10,155 920

Past due but not impaired Considered impaired

Credit risk arises from financial assets of the Health Service i.e receivables. No collateral is held by 

Cash comprises cash on hand and bank balance deposited in accordance with Public Authorities 
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The ageing analysis excludes statutory receivables, as these are not within the scope of AASB 7

c)  Liquidity Risk

Liquidity risk is the risk that the Health Service will be unable to meet its payment obligations when
they fall due. The Health Service 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 Health Service has negotiated no loan outside of arrangements with the NSW Department of Health 
or the Sustainable Energy Development Authority.

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

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

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate 
because of changes in market prices. The Health Service's exposures to market risk are primarily
through interest rate risk on the Health Service's borrowings and other price risks associated with
the movement in the unit price of the Hour Glass Investment facilities. The Health Service has no
exposure to foreign currency risk and does not enter into commodity contracts.

The effect on profit and equity due to a reasonably possible change in risk variable is outlined in the
information below, for interest rate risk and other price risk. A reasonably possible change in risk 
variable has been determined after taking into account the economic environment in which the Health
Service operates and the time frame for the assessment (i.e. until the end of the next annua
reporting period). The sensitivity analysis is based on risk exposures in existence at the balance
sheet date. The analysis is performed on the same basis for 2008. The analysis assumes that all 
other variables remain constant.

Interest rate risk

Exposure to interest rate risk arises primarily through the Health Service's interest bearing liabilities.

However, Health Services are not permitted to borrow external to the NSW Department of Health
(Sustainable Energy Development Authority loans which are negotiated through Treasury excepted)
 Both SEDA and NSW Department of Health loans are set at fixed rates and therefore are
generally not affected by fluctuations in market rates. For financial instruments a reasonably
possible change of +/-1% is consistent with trends in interest. The Health Service's exposure to
interest rate risk is set out below.

$'000

Profit Equity Profit Equity
2009
Financial assets

Cash and cash equivalents 108,153 (1,082) 1,082
Receivables 32,686 - -
Other financial assets 15,454 - -

Financial liabilities

Payables 99,355 - -
Borrowings 159,248 - -
2008
Financial assets

Cash and cash equivalents 66,156 (662) 662
Receivables 37,475 - -
Other financial assets - - -

Financial liabilities

Payables 87,990 - -
Borrowings 76,286 - -

+1%-1%
Carrying Amount








