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INDEPENDENT AUDITOR'S REPORT

Royal Alexandra Hospital for Children

To Members of the New South Wales Parliament

I have audited the accompanying financial report of the Royal Alexandra Hospital for Children
(the Hospital), which comprises the balance sheet as at 30 June 2009, the operating statement,
statement of recognised income and expense, cash flow statement and service group statements
for the year then ended, a summary of significant accounting policies and other explanatory notes
for both the Hospital, and the consolidated entity. The consolidated entity comprises the Hospital
and the entities it controlled at the year's end or from time to time during the financial year.

Qualified Auditor's Opinion

In my opinion, except for such adjustments, if any, which may be required, had I been able to
satisfy myself as to the completeness of fundraising revenue and voluntary donations, the financial
report:

presents fairly, in all material respects, the financial position of the Hospital and the
consolidated entity as at 30 June 2009, and of their financial performance for the year then
ended in accordance with Australian Accounting Standards (including the Australian
Accounting Interpretations)

is in accordance with section 45E of the Public Pinance and Audit Act 1983 (the PF€tA Act)
and the Public Finance and Audit Regulation 2005.

My opinion should be read in conjunction with the rest of this report.

Basis for Qualified Auditor's Opinion

As is common for entities that have donations and fundraising as sources of revenue, it is impractical
for the Hospital to maintain an effective system of internal controls over fundraising revenue and
voluntary donations it receives until their initial entry in the financial records. Accordingly, as the
evidence available to me regarding revenue from these sources was limited, my audit procedures with
respect to fundraising revenue and voluntary donations were restricted to the amounts recorded in
the financial records. am therefore unable to express an opinion on whether all fundraising revenue
and voluntary donations received by the Hospital have been recorded in its financial records.

My opinion on the 2008 financial report was similarly qualified.

The Chief Executive's Responsibility for the Financial Report

The Chief Executive of the Hospital is responsible for the preparation and fair presentation of the
financial report in accordance with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the PFA Act. This responsibility includes establishing and
maintaining internal controls relevant to the preparation and fair presentation of the financial
report that is free from material misstatement, whether due to fraud or error; selecting arid
applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.



Auditor's Responsibility

My responsibility is to express an opinion on the financial report based on my audit. Except as
discussed in the qualification paragraph, I conducted my audit in accordance with Australian
Auditing Standards. These Auditing Standards require that I comply with relevant ethical
requirements reLating to audit engagements and plan and perform the audit to obtain reasonable
assurance whether the financial report is free from material misstatement.

An audit invoLves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor's judgement,
including the assessment of the risks of material misstatement of the financial report, whether due
to fraud or error. In making those risk assessments, the auditor considers internal controls relevant
to the entity's preparation and fair presentation of the financial report 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 controls. 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 overall presentation of the financial report.

I believe that the audit evidence I 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 Hospital or consolidated entity,
that they have carried out their activities effectively, efficiently and economically,
about the effectiveness of their internal controls, or
on the assumptions used in formulating the budget figures disclosed in the financial report.

Independence

In conducting this audit, the Audit Office of New South Wales has complied with the independence
requirements of the Australian Auditing Standards and other relevant ethical requirements. The
PF&A Act further promotes independence by:

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

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 role by the possibility of Losing clients or income.

Peter Achterstraat
Auditor-General

24 September 2009
SYDNEY
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Certification of ParentlConsolidated Financiat Statements
for the Year Ended 30 June 2009

The attached financial statements of the Royal Alexandra Hospital for Children for the year ended
30 June 2009:

Have been prepared in accordance with the requirements of applicable Australian
Accounting Standards (which include Australian Accounting Interpretations), the
requirements of the Public Finance and Audit Act 1983 and its regulations, the Health
Services Act 1997 and its regulations, the Accounts and Audit Determination and the
Accounting Manual for Area Health Services and Public Hospitals;

ii) Present fairly the financial position and transactions of the Royal Alexandra Hospital for
Children; and

iii) Have no circumstances which would render any particulars in the financial statements to be
misleading or inaccurate.

............

4
1ntonio Penna

/Chief Executive Officer

Royal Alexandra Hospital for Children

22 September 2009

Director, Finance and Corporate Services

Royal Alexandra Hospital for Children

22 September 2009
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Royal Alexandra Hospital for Children

Operating Statement for the Year Ended 30 June 2009

PARENT

	

CONSOLIDA11OII

Actuuf Bud9eI Actual Notos Actual Bud9ot Actual

2009 2009 2008 2009 2009 2008

$000 '$000 $000 $000 $000 $000

Espttses exctudinQ losses

Operalutg Expett2cs
bn'w'oyc-e Ref atno 3 238 918 228 081 319 053

236 318 228.081 218 053 Po'l Setutces 4
5.536 5.215 4.913 V,s11n9 Medcul Oilcets 5,638 5216 4,913

82.038 77839 74,031 Other O56rattn9

	

p511965 5 02,038 77839 74691

17.3642 17293 15.525 Oeprecbn 9114 Amorbsalon 2ç1), 6 17360 7203 15,525

1,181 330 564 Grartls

	

rrO Subodies 7 1181 330 5614

23 31 F',rarou Costs 5 29 . 31

343,064 328,759 313,111 Tot

	

Esponues oucluding losses 343,064 328,759 313,777

Revenue

243.254 236 07 178,547 Sale of Goods arr2 Sers 9 243 251 236,072 178 547

2170 4,173 346i tevslmcnt Rovenje 10 2.173 4.779 l30)

46.875 37 31) 35 225 GrartIs 4113 Csnlnbuliorhs 11

	

' 43.349 33,443 31,291

4,408 4,277 7.554 Other Rcsenuc

	

' 12 4.406 ,

	

4.277 2,504

296.707 282,439 220.936 Total Revenue . 293,181 278,511 216,992

275 452, Gain",Lsss on IJ'srosal 13 2751 . 14621

140 4€16 (1,3041 OlhnGaos0Losses( 14

40.772 46,816 94,747 Net Cost of Services 32 50,298 80,683 98,691

Government Contributions

NOW Depurbnerrl p1 Health

'.0 35 3€' .350 '3,55 FlecurICh) Altocab000 2(4) 36.360 36,360 73.750

NSW Department ai Health
753 11509 1,192 Capful AlloCatons 2)0) 706 ,6O9 1.152

Acceptaec6 by tIre Crores htftit5 of

Employoe0eoefas 21a)(n) a526 3998 3.944

37,068 37,965 74,911 TaInt Gover,tnront Contributions 40,554 41,837 78.895

(9,194) (8.847) (19,836) RESULT FOR THE YEAR 28 (9,704) (8,847) (19,836)

111'? 6OIlOtnSanYflg totes fulfil p?ll of these 9,119117,8 Sttc'rncr'1s



Royal Alexandra Hospital for Children

Statement of Recognised income and Expense for the Year Ended 30 June 2009

P088941
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$000

	

0000

2008

$000

17,807

	

-

1 771'

	

00071

0)03

	

(8.8471

lOP I,57,2400'
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Royal Alexandra Hospital for Children
Balance Sheet as at 30 June 2009

PARENT CONSOLIDATION

AcIaI Budel Actual Notes Actual Budget Actual
2009 2009 2008 2009 2009 2008
$000 $000 5000 $000 $000 5000

ASSETS

Current Assets

55552 70,759 41127 Cash and Cash Fc'avapnrs 17 68.692 79,759 41.727
9.175 11,100 10,653 flcewbiet 18 9,175 11,100 10.663
4,5111 4,4713 4,424 r.yt'ntçi 19 4.618 4,479 4,424

82.485 95433 56,814 Total Current Assets 82,485 95,433 56,814

Non-Current Aset
50 59 59 Rsc6.vables 18 59 59 59

1909€ ' 33.2311 Frrrarlslar Assets at Ftrr Vke 20 19.005 33238
PrOperty Plant cr11 Equrptrrerrl

312,104 204,646 303,719 - Land 953 BsrrlCtitlgS 21 312.104 294.646 303,719
27,037 26,392 28,908 - Plant and EqumesI 21 21,037 26.302 28,808

Fr-f rastrucrsre S!stems 21 28,340 ?7,827 27,760
367,571 348,865 360,287 Total Property. Plant and Eqspm€nl 367,571

- ,

348,865 360.287
4. .3 lntantrreAssels 22 3479 4,783 4 73

390,204 353.707 398,367 Total Non-Current Assets 300,204 353,707 398,367

472,689 445,140 455,181 Total Assets 472,689 449,140 455.181

LIABILITIES

Current Liabilities
22,143 17.679 22,555 Pyables 24

	

- 22.143 17,670 22,655
1,131 1,173 123 &'rrue'ngs 25 1,131 1,123 123

79 741 72 075 57.526 Provis'c'n 26 75.711 72,076 57,5713
108 108 Other 27 44 108 108

99,059 90,985 90,412 Total Current Liabilities ' 99,059 90,985 90,412

Non-Current
Liabilities

1.965 1.197 305 Borrcaogs 25 1.066 1197 305
4.323 5.5213 '1,326 P'5,rr-.n 26 4,323 5,526 4326

5.389 6,725 4,631 Total Non-Current Llabilitie8 5,389 6,725

	

' 4,63!

104448 97,110 ,

	

95,043 Total Liabilities 104,448 97,710 .5,043

368,241 351,430 360,138 Net Assets 368,241 351,430 360,138

EQUITY
1154.569 166,152 66,762 Reserves 28 164.589 166,762 166,762
lttJr

	

7 11417 8 193776 Acr.,

	

ular'rs

	

u 11 28 lIsu 2 16-518 1'

	

I 6

368,241 351,430

	

- 360,138 Total Equily 1 351.430 366.138

The 4hC0'llpSr'.ylflg noles Form part ot these 6-nancral Slatpnmrtis



Royal Alexandra Hospital br Ctiddren
Cash Flow Statement for the Year Ended 38 June 2009

PARENT

Actual Budget Actual
2009 2009 2006
5000 5000 5000

224 5.141 12180881 1203,1471

(1181 13301 (564)
(29> (31)

(97,3>61 (66,4

	

1 (84909)

(323,060) (304,829) (294651)

246,342 733.633 1 75.672
.1,115 4779 3.569

50.181 37.720 44,597

306,638 276132 223,838

3636(1 36,360 73,759
708 1.609 659

37,088 37,959 74,419

20,646 9,272 3.605

31 8
18000 33238

11,68>1 16,370> 16,2051
(5.800)

4,550 26,868 (6197)
-

1.892 1 992
1123> >15>

1769 1,892 (116)

26,965 36,032 (2,108)

41727 41,727 .14435

68,692 79.759 41,727

CASH FLOWS FROM OPERATING AC11VITIES
Payments

Employrso I)c'ci. :1

Grnls nyc S'i:-7 (11(5

Fn'5ilc C.1Sii.

0>1151

Total Paymels

Receipts
SaI 4> Goody and Servis
InlyiccI Rv.cwvd
01501

Total Receipts

Cash Fløw From Government
>4SW Dpa1rcenI 01 HeadS RecurrOnI Wccal-ons
115W Oepanmenl of Hcui1n Cap1a1 A110c511775

Net Cash Flows from Government

NET CASH FLOWS FROM OPERATING
AC TI V1T> ES

CASH FLOWS FROM INVESTING ACTIVITIES
P10.14005 10(7 Sac ol Lnvd and 01.114795 P1371 27(1 Equpvec-nl
>3rd Ivfrslructu'e Syslerns

Prce4s lam Sai of lflvCSbmOlli$
P5(460500 01 Land ore> tSwIliirgs, Planr nd 61)4910051

and Infras1wclure Syslecrrs
Psrchas

	

o) 100C011014'1115

NET CASH FLOWS FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Pr,c09d5 (rIm Oorra.rr,ye and Ailvarces
9084751071 41 i-(cre>wrn9s aSri Advances

NET CASH FLOWS FROM FINANCING ACTIVITIES

NET INCREASE / (DECREASE) IN CASH
Oprnina CusS 304 CusS EqrrSaI0nI5

ClOSING CASH AND CASH SOUl VALENTS

CONSOLIDATION

Actual Budget Actual
Notes

	

2009 2009 2008
S000 $000 $000

1224,534> 218,088> (209,147>
It

	

181) >330> (564)
(29) ' 31r

197,315> (86.4t11 (84.909

(323.060) (304,829) (294.651)

245,342 233633 175,672
1.115 4.779 3.569

46.181 37,720 44,597

306,636 276.132 223,838

36.360 36.360 73.759
708 11509 651)

37,068 37,969 74,418

32

	

20,646 9.272 3.605

	

31

	

-

	

11

	

10.000

	

31238

	

17.601>

	

(6,3701

	

(6,2051
(5,800)

4,550 26.868 (6,197)

1>387 1792
1123> ' 1116)

1,789 1,892 (116)

26,955 38,032 (2,708)
41.721 41.727 4.1,435

17

	

69,652 79,759 41,727
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Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2009

The Hospital Reporting Entity

The Royal Alexandra Hospital for Children was established under the provisions of the Health Services Act
1997 as a statutory corporation with effect from 1 July 1998.

The Royal Alexandra Hospital for Children, the Hospital. trading as The Children's Hospital at Westmead.
comprises all the operating activities of the Hospital facilities tinder its control. It also encompasses the
Special Purposes and Trust Funds which, while containing assets which are restricted for specified uses by
the grantor or the donor. are nevertheless controlled by the Hospital. The Hospital is a not for profit entity.

The Royal Alexandra Hospital for Children Special Purpose Service Entity was established as a Division of
the Government Service on 17 March 2006 in accordance with the Public Sector Employment and
Management Act 2002 and the Health Services Act 1997. These Divisions provide personnel services to
enable a Health Service to exercise its functions.

As a consequence the values in the annual financial statements presented herein consist of the Hospital (as•
the parent entity), the financial report of the special purpose entity Division and the consolidated financial
report of the economic entity. Notes have been extended to capture both the parent and consolidated values
with notes 3, 4. 11, 24, 26 and 32 being especially relevant,

In the process of preparing the consolidated financial statements for the economic entity consisting of the
controlling and controlled entities, all inter-entity transactions and balances have been eliminated.

The reporting entity is consolidated as part of the NSW Total State Sector Accounts.

These financial statements have been authorised for issue by the Chief Executive on 22 September 2009

Summary of Significant Accounting Policies

The Hospitals financial report is a general purpose financial report which has been prepared in accordance
with applicable Australian Accounting Standards (which include Australian Accounting Interpretations) the
requirements of the Health Services Act 1997 and its regulations including observation of the Accounts and
Audit Determination for Area Health Services and Public Hospitals.

Property, plant and equipment and financial assets at 'fair value through profit and loss' are measured at fair
value. Other Financial Statement items are prepared in accordance with the historical cost convention.

The consolidated entity has a deficiency of working capital of $16,574,000 (2008533,598,000).
Notwithstanding this deficiency the financial report has been prepared on a going concern basis because the
entity has the support of the New South Wales Department of Health.

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

Judgements, key assumptions and estimations made by management are disclosed in the relevant notes to
the financial report

Comparative figures are, where appropriate, reclassified to give a meaningful comparison with the current
year

No new or revised accounting standards or interpretations are adopted earlier than their prescribed date of
application. Set out below are changes to be effected, their date of application and the possible impact on
the financial report ot the Royal Alexandra Hospital for Children.



Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2009

Accounting Standard/Interpretation

AASB 127 and AASB 2008-3, Business Combinations, has application in reporting periods beginning on or
after 1 July 2009 and determines information to be disclosed in respect of business acquisitions. Its
applicability to not for profit entities is yet to be determined.

AASB 8 and AASB 2007-3 Operating Segments, has application in reporting periods beginning on or after 1
January 2009. It relates to for profit entities specifically and is therefore not applicable to the Health Service.

AASB 101, Presentation of Financial Statements, effective for reporting periods beginning on 1 July 2009,
has reduced the disclosure requirements for various reporting entities. However, in not for profit entities
such as the Health Service there is no change required.

AASB 123 Borrowing Costs, has application in reporting periods beginning on or after 1 January 2009. The
Standard, which requires capitalisation of borrowing costs, has not been adopted in 2008/09 nor is adoption
expected prior to 2009/10.

AASB 1039, Concise Financial Reports, responds to changes in Section 314 of the Corporations Law. Itis
no applicable to Health Services.

AASB 2008-1, Share Based Payments has no applicability to the Health Service.

AASB 2008-2, Puttable Financial Instruments and Obligations Arising on Liquidation, effective from 1 July
2009 has no application to the Health Service.

AASB 2008-5 and AASB 2008-6, Annual Improvements Project, has application from 1 July 2009 and
comprises changes for presentation, recognition or measurement purposes which are currently assessed as
having no material impact on the Health Service.

AASB 2008-7 Investment in a Subsidiary, Jointly Controlled Entity or Associate, has no impact on the Health
Service.

AASB 2008-8 Eligible Hedged Items, has application from 1 July 2009 but has no current applicability to the
Health Service.

AASB 2008-9 Amendments to AASB 1049 for Consistency with AASB 101. has mandatory application from 1
July 2009 and will not be early adopted by the Health Service.

AASB 2008-11 Business Combinations Among Not for Profit, has application from 1 July 2009 and focuses
largely on Local Government.

AASB 2008-13, Distribution of Non Cash Assets to Owners, has application in reporting periods beginning
on or after 1 July 2009 but is assessed as having no applicability to the Health Service.

AASB 2009-2, Improving Disclosures about Financial Instruments, has mandatory application from 1 July
2009. Changes to be advised by NSW Treasury concerning fair value measurement and liquidity risk will be
adopted by the Health Service.

Interpretation 15 Construction of Real Estate, applies from 1 July 2009 but has no impact on the Health
Service which is not involved in the construction of real estate for sale.

Interpretation 16, Agreements for the Hedges of a Net Investment in a Foreign Operation, has application
from 1 July 2009 but has no relevance to the Health Service.

Interpretation 17 & AASB 2008-13 Distributions of Non Cash Assets to Owners, applies trom 1 July 2009 and
principally addresses share holder distributions. It is not applicable to the Health Service.
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Other significant accounting policies used in the preparation of these financial statements are as ollows:

a>

	

Employee Benefits and Other Provisions

I)

	

Salaries & Wages, Annual Leave, Sick Leave and On Costs

At the consolidated level of reporting, liabilities for salaries and wages (including non monetary
benefits). annual leave and paid sick leave that fall wholly within 12 months of the reporting
date are recognised and measured in respect of employees services up to the reporting date
at undiscounted amounts based on the amounts expected to be paid when the liabilities are
settled.

All Annual Leave employee benefits are reported as "Current' as there is an unconditional
right to payment. Current liabilities are then further classified as "Short Term or Long Term
based on past trends and known resignations and retirements. Anticipated payments to be
made in the next twelve months are reported as 'Short Term. On costs of 17% are applied to
the value of leave payable at 30 June 2009, such on costs being consistent with actuarial
assessment (Comparable on costs for 30 June 2008 were 17%).

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

The outstanding amounts of workers' compensation insurance premiums and fringe benefits
which are consequential to employment, are recognised as liabilities and expenses where the
employee benefits to which they relate have been recognised.

ii)

	

Long Service Leave arid Superannuation

At the consolidated level of reporting, Long Service Leave entitlements are dissected as
"Current' if there is an unconditional right to payment and "Non Current" if the entitlements are
conditional, Current entitlements are further dissected between "Short Term" and "Long Term"
on the basis of anticipated payments for the next twelve months. This in turn is based on past
trends and known resignations and retirements,

Long Service Leave provisions are measured on a short hand basis at an escalated rate of
9.8% (8.1% at 30 June 2008) for all employees with five or more years of service. The
escalation applied is consistent with actuarial assessment and is affected in the main by the fall
in the Commonwealth Government 10 year bond yield which is used as the discount rate.

The Hospitals liability for the closed superannuation pool schemes (State Authorities
Superannuation Scheme and State Superannuation Scheme) is assumed by the Crown Entity.
The Hospital accounts for the liability as having been extinguished resulting in the amount
assumed being shown as part of the non-monetary revenue item described as "Acceptance by
the Crown Entity of Employee Benefits". Any liability attached to Superannuation Guarantee
Charge cover is reported in Note 24, "Payables'.

The superannuation expense for the financial year is determined by using the formulae
specified by the NSW Department of Health. The expense for certain superannuation
schemes (le Basic Benefit and First State Super) is calculated as a percentage of the
employees' salary. For other superannuation schemes (ie State Superannuation Scheme and
State Authorities Superannuation Scheme), the expense is calculated as a multiple of the
employees' superannuation contributions.
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iii)

	

Other Provisions

Other provisions exist when the Hospital has a present legal or constructive obligation as a
result of a past event; it is probable that an outflow of resources will be required to settle the
obligation; and a reliable estimate can be made of the amount of the obligation.

These provisions are recognised when it is probable that a future sacrifice of economic
benefits will be required and the amount can be measured reliably.

b) Insurance

The Hospitals nsurance activities are conducted through the NSW Treasury Managed Fund Scheme
of self insurance for Government Agencies. The expense (premium) is determined by the Fund
Manager based on past experience.

c) Finance Costs

Finance costs are recognised as expenses in the period in which they are incurred.

d) Income Recognition

Income is measured at the fair value of the consideration or contribution received or receivable.
Additional comments regarding the accounting policies for the recognition of revenue are discussed
below.

Sale of Goods and Services

Revenue from the sale of goods and services comprises revenue from the provision of products or
services, ie user charges. User charges are recognised as income when the service is provided or by
reference to the stage of completion.

Patient Fees

Patient Fees are derived from chargeable inpatients and non-inpatients on the basis of rates specified
by the NSW Department of Health from time to time.

Investment Revenue

Interest revenue is recognised using the effective interest method as set out in AASB1 39, Financial
Instruments: Recognition and Measurement. Rental revenue is recognised in accordance with
AASB1 17 Leases on a straight line basis over the lease term. Dividend revenue is recognised in
accordance with AAS8118 Revenue when the Hospitals right to receive payment is established.

Debt Forgiveness

Debts are accounted for as extinguished when and only when settlement occut s throuqo ropaymeni
or replacement by another liability.

Use of Hospital Facilities

Specialist doctors with rights of private practice are subject to an infrastructure charge for the use of
hospital facilities at rates determined by the NSW Department of Health. Charges consist of two
components:

a monthly charge raised by the Hospital based on a percentage of receipts generated
the residue of the Private Practice Trust Fund at the end of each financial year, such sum
being credited for the Hospitals use in the advancement of the Hospital or individuals within it,
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Use of Outside Faôilities

The Hospital uses a number of facilities owned and maintained by the local authorities in the area to
deliver community health services for which no charges are raised by the authorities. The Hospital is
unable to estimate the value of services provided and as such no amounts have been recognised in
the financial report.

Grants and Contributions

Grants and Contributions are generally recognised as revenues when the Hospital obtains control
over the assets comprising the contributions, Control over contributions is normally obtained upon the
receipt of cash.

NSW Department of Health Allocations

Payments are made by the NSW Department of Health on the basis of the allocation for the Hospital
as adjusted for approved supplernentations mostly for salary agreements, patieni flows between
Health Services and approved enhancement projects. This allocation is included in the Operating
Statement before arriving at the Result for the Year' on the basis that the allocation is earned in
return for the Hospitals services provided on behalf of the Department. Allocations are normally
recognised upon the receipt of cash.

e) Accounting for Goods & Services Tax (GST)

Income, expenses and assets are recognised net of the amount of GST, except that:

the amount of GST incurred by the Hospital as a purchaser that is not recoverable from the
Australian Taxation Office is recognised as part of the cost of acquisition of an asset or as part
of an item of expense:
receivables and payables are stated with the amount of GST included..

Cash flows are included in the Cash Flow Statement on a gross basis. However, the GST
components 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.

f) Inter Area and interstate Patient Flows

Inter Area Patient Flows

The Hospital recognises patient flows for patients it has treated that live outside the Hospital's
regional area. The flows recognised are for acute inpatients (other than Mental Health Services),
emergency and rehabilitation and extended care.

Patient flows have been calculated using benchmarks for.the cost of services for each of the
categories identified and deducting estimated revenue, based on the payment category of the patient.
The flow information is based on activity for the last completed calendar year. The NSW Department
of Health accepts that category identification for various surgical and medical procedures is impacted
by the complexities of the coding process and the interpretation of the coding staff when coding a
patients medical records, The Department reviews the flow information extracted from the Health
Service records and once it has accepted it, requires each Health Service and The Children's Hospital
at Westmead to bring to account the value of patient flows in accordance with the Departments
assessment.

The adjustments have no effect on equity values as the movement in Net Cost of Services is matched
by a corresponding adjustment to the value of the NSW Department of Health Hecurrent Allocation,



g)

h)
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Inter State Patient Flows

The Hospital recognises the value of inflows for acute inpatient treatment provided to residents from
other States and Territories within Australia. The revenue values reported within the financial
statements have been based on 2007/08 activity data using standard cost weighted separation values
to reflect estimated costs in 2008/09 for acute weighted inpatient separations.

The reporting adopted for both inter area and interstate patient flows aims to provide a greater
accuracy of the cost of service provision to the Areas resident population and disclose the extent to
which service is provided to non residents.

The composition of patient flow revenue is disclosed in Note 9.

Acquisition of Assets

The cost method of accounting is used for the initial recording of all acquisitions of assets controlled
by the Hospital. Cost is the amount of cash or cash equivalents paid or the fair value of the other
consideration given to acquire the asset at the time of its acquisition or construction or, where
applicable, the tmount attributed to that asset when initially recognised in accordance with the
specific requirements of other Australian Accounting Standards.

Assets acquired at no cost, or for nominal consideration, are initially recognised as assets and
revenues at their fair value at the date of acquisition except for assets transferred as a result of an
administrative restructure,

Fair value means the amount for which an asset could be exchanged between knowledgeable, willing
parties in an arms length transaction.

Where settlement of any part of cash consideration is deferred beyond normal credit terms, its cost is
the cash price equivalent, i.e. the deferred payment amount is effectively discounted at an asset-
specific rate.

Land and Buildings which are owned by the Health Administration Corporation or the State and
administered by the Hospital are deemed to be controlled by the Hospital and are reflected as such in
the financial statements.

Capitalisation Thresholds

Individual items of property. plant & equipment are capitalised where their cost is $10,000 or above.

Depreciation

Depreciation is provided for on a straight line basis for all depreciable assets so as to write off the
depreciable amount of each asset as it is consumed over its useful life to the Hospital. Land is not a
depreciable asset.

Details of depreciation rates initially applied for major asset categories are as follows'

Buildings 2.5%

Electro Medical Equipment
- Costing less than $200,000 10.0%

• - Costing more than or equal to $200,000 12.5%

Computer Equipment 20.0%

Infrastructure Systems 2.5%

Motor Vehicle Sedans 12.5%

Motor Vehicles, Trucks & Vans 20.0%

Office Equipment 10.0%

Plant and Machineri 10.0%
Furniture, Fittings and Furnishtngs 5.0%
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"Infrastructure Systems" means assets that comprise public facilities and which provide essential
services and enhance the productive capacity of the economy including roads, bridges, water
infrastructure and distribution works, sewerage treatment plants and water reticulation systems.

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

j)

	

Revaluation of Non Current Assets

Physical noncurrent assets are valued in accordance with the NSW Department of Health's
"Valuation of Physical Non-Current Assets at Fair Value" policy. This policy adopts fair value in
accordance with AASB116, "Property, Plant & Equipment" and AASB14O, 'Investment Property".

Property, plant and equipment is measured on an existing use basis, where there are no feasible
alternative uses in the existing natural, legal, financial and socio-political environment: However, in
the limited 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 available market
evidence, including current market selling prices for the same or similar assets, Where there is no
available market evidence the asset's fair value is measured at its market buying price, the best
indicator of which is depreciated replacement cost.

The Hospital revalues its Land and Buildings and Infrastructure at minimum every three years by
independent valuation. The last revaluation for assets assumed by the Hospital as at 30 June 2009
was completed on 1 March 2009 and was based on an independent assessment.

Non-spocialised assets with short useful lives are measured at depreciated historical cost, as a
surrogate for fair value,

When revaluing non-current assets by reference to current prices for assets newer than those being
revalued (adjusted to reflect the present condition of the assets>, the gross amount and the related
accumulated depreciation are separately restated,

For other assets, any balances of accumulated depreciation existing at the revaluation date in respect
of those assets are credited to the asset accounts to which they relate. The net asset accounts are
then increased or decreased by the revaluation increments or decrements.

Revaluation increments are credited directly to the asset revaluation reserve, except that, to the
extent that an increment reverses a revaluation decrement in respect of that class of asset previously
recognised as an expense in the Result for the Year, the increment is recognised immediately as
revenue in the Result for the Year.

Revaluation decrements are recognised immediately as expenses in the Result for the Year, except
that, to the extent that a credit balance exists in the asset revaluation reserve in respect of the same
class of assets, they are debited directly to the asset revaluation reserve.

As a not-for-profit entity, revaluation increments and decrements are offset against one another within
a class of non-current assets, but not otherwise.

Where an asset that has previously been revalued is disposed of, any balance remaining in the asset
revaluation reserve in respect of that asset is transferred to accumulated funds.
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k)

	

Impairment of Property. Plant and Equipment

As a not-for-profit entity with no cash generating units, the Hospital is effectively exempt from AASB
136' Impairment of Assets' and impairment testing. This is because AASB1 36 modifies the
recoverable amount test to the higher of fair value less costs to sell and depreciated replacement
cost. This means that. for an asset already measured at fair value, impairment can only arise ii selling
costs are regarded as material. Selling costs are regarded as immaterial.

Restoration Costs

The estimated cost of dismantling and removing an asset and restoring the site is ncluded in the cost
of an asset, to the extent it is recognised as a liability.

m)

	

Intangible Assets

The Hospital recognises intangible assets only it it is probable that future economic benefits will flow
to the Hospital and the cost of the asset can be measured reliably. Intangible assets are measured
initially 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. Development costs are only capitalised when
certain criteria are met.

The useful lives of intangible assets are assessed to be finite. Intangible assets are subsequently
measured at fair value only if there is an active market. As there is no active market for the Hospital's
intangible assets, the assets are carried at cost less any accumulated amortisation. The Hospital's
intangible assets are amortised using the straight line method based on the useful life of the asset for
both internally developed assets and direct acquisitions. In general, intangible assets are tested for
impairment where an indicator of impairment exists, However, as a not-for-profit entity the Hospital is
effectively exempt from impairment testing (see Note 2[kJ).

a)

	

Maintenance

The costs of maintenance are charged as expenses as incurred, except where they relate to the
replacement of a component of an asset in which case the costs are capitalised and depreciated.

o) Leased Assets

A distinction is made between finance leases which effectively transfer from the lessor to the lessee
substantially all the risks and benefits incidental to ownership of the leased assets, and operating
leases under which the lessor effectively retains all such risks and benefits.

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

Operating lease payments are charged to the Operating Statement in the periods in which they are
incurred.

p) Inventories

Inventories are stated at cost. Costs are assigned to individual items of stock mainly on the basis of
weighted average costs.

Obsolete items are disposed of in accordance with instructions issued by the NSW Department ot

Health.
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q) Loans and Receivables

Loans and receivables are non-derivative flnancial assets with fixed or determinable payments that
are not quoted in an active market. These financial assets are recognised initially at fair value, usually
based on the transaction cost or face value. Subsequent measurement is at amortised cost using the
effective interest method, less an allowance for any impairment of receivables. Any changes are
accounted for in the Operating Statement when impaired, derecognised or through the amortisation
process.

Short-term receivables with no stated interest rate are measured at the original invoice amount where
the effect of discounting is immaterial.

r) Investments

Investments are initially recognised at fair value plus, in the case of investments not at fair value
through profit or loss, transaction costs, The Hospital determines the classification of its financial
assets after initial recognition and, when allowed and appropriate, re-evaluates this at each financial
year end.

Fair value through profit or loss - The Hospital subsequently measures investments classified
as 'held for trading" or designated upon initial recognition at fair value through profit or loss" at
fair value. Financial assets are classified as 'held for trading" if they are acquired for the
purpose of selling in the near term. Derivatives are also classified as held for trading. Gains or
losses on these assets are recognised in the Operating Statement.

The Hour-Glass Investment facilities are designated at fair value through profit or loss using
the second leg of the fair value option i.e. these financial assets are managed and their
performance is evaluated on a fair value basis, in accordance with a documented risk
management strategy, and information about these assets is provided internally on that basis
to the Hospital's key management personnel.

The risk management strategy of the Hospital has been developed consistent with the
investment powers granted under the provision of the Public Authorities (Financial
Arrangements) Act. TCorp investments are made in an effort to improve interest returns on
cash balances otherwise available whilst also providing secure investments guaranteed by the
State market exposures.

The movement in the fair value of the Hour-Glass Investment facilities incorporates
distributions received as well as unrealised movements in fair value and is reported in the line
item 'investment revenue'.

Held to maturity investments Non-derivative financial assets with fixed or determinable
payments and fixed maturity that the Hospital has the positive intention and ability to hold to
maturity are classified as "held to maturity". These investments are measured at amortised
cost using the effective interest method, Changes are recognised in the Operating Statement
when impaired, derecognised or through the amortisation process.

Available for sale investments - Any residual investments that do not fall into any other
category are accounted for as available for sale investments and measured at fair value
directly in equity until disposed or impaired, at which time the cumulative gain or loss
previously recognised in equity is recognised in the Operating Statement. However, interest
calculated using the effective interest method and dividends are recognised in the Operating
Statement.

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

The fair value of investments that are traded at fair value in an active market is determined by
reference to quoted current bid prices at the close of business on the balance sheet date.
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s) Impairment of financial assets

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

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

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

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

t) De-recognitiori of financial assets and financial liabilities

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

where substantially all the risks and rewards have been transferred: or
where the Hospital has not transferred substantially all the risks and rewards, if the
Hospital has not retained control.

Where the Hospital has neither transferred nor retained substantially all the risks and rewards or
transferred control, the asset is recognised to the extent of the Hospitals continuing involvement in
the asset.

A financial liability is derecognised when the obligation specified in the contract is discharged or
cancelled or expires.

u) Payables

These amounts represent liabilities for goods and services provided to the Hospital and other
amounts. Payables are recognised initially at fair value, usually based on the transaction cost or face
value Subsequent measurement is at amortised cost using the effective interest method. Shortterm
payables with no stated interest rate are measured at the original invoice amount where the effect of
discounting is immaterial.

Payables are recognised for amounts to he paid in the future for goods and services received,

whether or not billed to the Hospital.

v) Borrowings

Loans are not held for trading or designated at fair value through profit or loss and are recognised at
amortised cost using the effective interest rate method. Gains or losses are recognised in the

Operating Statement on derecognition

The finance lease liability is determined in accordance with AAS8 1 17 "Lea,ses".
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w) Trust Funds

The Hospital receives monies in a trustee capacity for various trusts as set out in Note 30. As the
Hospital performs only a custodial rote in respect of these monies, and because the monies cannot be
used for the achievement of the Hospitals own objectives, they are not brought to account in the
financial statements.

x) Budgeted Amounts

The budgeted amounts are drawn from the budgets agreed with the NSW Department of Health at
the beginning of the financial reporting period and with any adjustments for the effects of additional
supplementation provided.
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$000

2299

	

1.753
201

	

730

10,869 9.964
309 90

9,742 9.60i
1,499

202,846 143.029
2.318 1.757
1978 1.867

676 551
2.801 1.451

637 1,460
41 38
14 13

4.428 2,376
113 104

2,480 3,257

243,251

	

178,547

50,563 33,249

26,661 21.1/3
85,657 62.526
10,777 5.383
9.486 6,397
4.006 3,433
9.623 7,388
6.073 3.480

202.846

	

143,029

CONSOLIDATION

2009

	

2008
$000

	

$000

9.

	

Sale of Goods and Services

(a) Sate of Goods comprises the loflowing:

Sale 01 Prosthesis 2.299 1.753
Pharmacy Sates 201 730

(0)

	

Rend$nng of Services comprises the following:

Patent Fees )see note 2(c() 10,869 9.964
Stat t'Meals and Accommodation 309 90
Infrastructure Fees

	

Monihly Facility Charge ]see Note 2(d)] 9,742 9601
'Annual Charge 1.499 506

Altocelicn from Inter Area Patient Inflows, NSW see Note 9(c)] 202.846 143.029
Cafateria'Kiosk . 2,318 1.757
Car Parking 1,978 1.867
Child Care Fees 676 551
Clinical Services (excluding Clinical Drug Trials) 2,801 1451
Commercial Activities 637 1,460
Fees for Medical Records 41 38
PADP Patent Gopayments 14 13
Patient iritlows from Interstate (see Note 9(d)) 4,428 2.376
Salary Packaging Fee 113 '

	

104

Other 2.480 3,257

243,251

	

178,541

(c)

	

Details 01 (ha Allocations received for Inter Area Patient Flows,
NSW on an Area basis as accepted by the. NSW Department of
Heath are as follows,

SydrrCy South West 50,563 33,249
North SydneyiCentrt Coast

	

. 26,661 21,173
Sydney West 85,657 62,526
Hunter/New England 10,777 5,383
South East/Illawarra 9,486 6,397
North (2oasl 4.006 3.433
Greater We.stern 9.623 7,388
Greeter Southern 6,073 3.480

202,846

	

143,029

Id) Revenues from Patenl Inflows from Interstate are as fOllowS

10.

2.988 1,448
63 111

266 150
18 (291

3013 103
97 394

589 199

	

4,428

	

2.376

	

1,355

	

il,193)

	

tOll

	

. 319

	

602

	

534
ill

AuStralian Capital Territo 2,988 1,448
Northern Territory 163 111
Queensland

	

. 265 150
South Au$trali 18 f29)

Tasmania 308 103
Victoia .

	

97 394

Western Australia 589 9

4,428

	

2,376

tnvestmenl Revenue

Inveslrnenl Income
7 Corp Hour Glass Investment Facilitres designated at Fair Value

througri profit or toss 1,355

	

11.193)

Interest . Otner 198

	

319

Lease and Renlal Income 602

	

534

Royalties 16

2,173

	

(340)

	

,

	

-

	

2173

	

(340)



Royal Alexandra Hospital for ChIldren
Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2009

PARENT CONSOLIDATION

2009 2008 2009 2008

$000 $000 $000 $000
11

	

Grants and Contributions

28 900 Clinical Drug Trials 28 900
3132 2,066 Commonwealth Government grants 3,132 2 066

29652 24027 Induslry ConlobutionmOonations 29,652 24 027
75 Cancer Institute Grants 75 -

665 53 NSW Government Grants 665 53
3526 3,944 Personnel Services - Superannuation Defined Benefits
9.445 4204 Research grants 9,445 4204

352 31 Othergrants 352 31

46,875 35,225 43,349 31281

12.

	

Other Revenue

Other Revenue composes the following:-

t3 2 Bad Debts recovered 13 2
86 122 Commissions 86 122

1.380 1,274 Conference and Truinny Fees 1,380 1 274
7 Discounts 7

208 t98 Sate of Merchandise, Old Wares and Books 208 198
36 69 Sponsorsh;p Income 36 69

182 313 Treasury Managed Fund Hindsight AdjuStment 182 313
2.496 5,526 Other 2.496 5526

4,408

	

7,504

	

4,408

	

7.504

13. Gain/fLoss) on Disposal

17.058 21,220 Properly, Ptant and Equipment 17,058 21220
16.752 20813 Less Accumulated Depreciation 16752 20,813

306 407 Written Down Value 306 407
31 5 Less Pruceeds trom Disposal 31 5

GainIf Loss) on Disposal of
(275) (402) Properly, Plant and Equipment

	

' (275) (402)

3 Intangible Assets - 3

- 3 Less Proceeds from Disposal . 3
Gain/fLoss) on Disposal of Intangible

• - Assets -

(275) (402) Total Gain/fLoss) on Disposal (275) (402)

14.

	

Other Gains/fLosses)

)t40} 11,5041 lmpument of Receivables _JjQ)

-

	

(140) (1,504) (140) (1,504)



Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements

br the Year Ended 30 JunO 2009

PAtIENt AND CONSOLIDAFlorJ

15.

	

Conditions on Corttñbutions

Purchase of Health Promotion, Other Total
Assets Education and

ReSCSrCh

S000 $000 $000 $000

('llrbtrcr 'vcrxjrr.seri ,rc rev

	

'res during tie
retxrtnrj penod or wtlcll expenditure inr ti's manner
savvIed ti.d riot cCuFrCd as at baIucx date 1.350 3026 1199 S.8Th

Contnhutrcns recognised ci amalgamaled balance tts at
30 June 2006 whrclr were 'tot expended itt the curthnt
rnItortulg penod 0 71.689 2,149 73,838

Total aniourd of uneepended contributions
as St blnc

	

date 1350 74,715 3,648 79.713

Linsperrt coarribatrorms Icr purchase of assets are tracked throimfl a deducaled cost centre manragsd b Furrdmmsrrmg Department Cormti'butrotrs Icr Health
Fromororn. kdocotos and Hesesrch are laker to oe aperrt ott a ISSI rn trust out baa's Itus mu due to tre tact nat most fusdS are apart ru the year ttley are
received uut:ens thCr pulpose us trl bald a colpus to third future activities' ptnyects

Cotirmerit on restrrcted assets appeats it Note 23



Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2009

16. Service Groups of the Hospital

Service Group 1.1 - Primary and Community Based Services

Service Descnotion:

	

This service group covers the provision of health services to children attending community health
centres or in the home, including health promotion activities, community based dental. drug and
alcohol and HIV!AIDS services. It also covers the provision of grants to non-Government
organisations for community health purposes.

Obiective:

	

This service group contributes to making prevention everybody's business and strengthening
primary health and continuing care ri the community by working towards a range of intermediate
rOsultS that include the following:

improved access to early intervention, assessment, therapy and treatment services for children in
a home or community setting
'reduced rate of avoidable hospital admissions for conditions identified in the State Plan that can bc
appropriately treated in the community.

Service Group 1.2 - Aboriginal Health Services

	jceDescritcrv

	

This service group covers the provision of supplementary health services to Aboriginal children.
particularly in the areas of health promotion, health education and disease prevention.

Obiective:

	

This service group contributes to ensuring a fair and sustainable health system by working towards
a range of intermediate results that include the following:
• the building of regional partnerships for the provision of health services
• raising the health status of Aboriginal children and
• promoting a healthy lifestyle

Service Group 1.3 - Outpatient Services

Service Description:

	

This servco group covers the provision of services provided in outpatient clinics including low level
emergency care, diagrrostrc and pharmacy services and radiotherapy treatment.

QiiIve:

	

This service group contributes to creating better experiences for children 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 children in a hospital outpatient
setting through diagnosis, therapy, education and treatment services.

Service Group 2.1

	

Emergency Services

Service Description:

	

This service group covers the provision of emergency ambulance services ana treOtrrient of chfldretI
ri the designated emergency departments of the Hospital.

Obiective:

	

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

Service Group 2.2 - Overnight Acute Inpatient Services

	rviceDescrition:

	

This service group covers the provision of health care to children admitted to the Hospital with the
intention that their stay will be overnight, including elective surgery.

Obiective:

	

This service group contributes to creating better experiences for children using the health system by
working towards a range of intermedwte results that include the following:

timely treatment of booked surgical children, resulting in improved clinical outcomes. quality of life
and patient satisfaction and

renjuced rate of unplanned and unexpected hospital readmissions.



Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2009

Service Group 2.3

	

Same Day Acute Inpatient Services

Service Description:

	

This service group covers the provision of health care to children who are admitted 10 the Hospital
with the intention that they will be admitted, treated and discharged on the same day

Obtective.

	

This service group contributes to creating better expenences for cfliktren using the health system by
working towards a range ol intermediate results that include the following:

tmely treatment of booked surgical children resulting in improved clinical outcomes, quality of life
and patient satisfaction and

reduced rate of unplanned and unexpected hospital readmissions.

Service Group 3.1

	

Mental Health Services

lceDescrition:

	

This service group covers the provision of an integrated and comprehensive network of services by
the Hospital for children seriously effected by menial illness and mental health problems. It also
includes the development of preventative programs which meet the needs of specific client groups.

Qf^igtive:

	

This service group contributes to strengthening primary health and continuing care in the cornmunit
by working towards a range of intermediate results that include the following:
• improving the health, wellbeing end social functioning of children with disabling mental disorders
and
• reducing the incidence of suicide, mental health problems and mental disorders in the comn1unity

Service Group 4.1

	

Rehabilitation and Extended Care Services

Service Description:

	

This service group covers the provision of appropriate health care services for children with long-
term physical and psycho-physical disabilities. It also includes the coordination of the Departments
services or the disabled, with those provided by other agencies and individuals,

QttiIive: This service group contributes to strengthening primary health and continuing care in the community
and creating better experiences for children using the health system by working towards a range of
intermediate results including improving or maintaining the wellbeing and independent functioning of
children with disabilities or chronic conditions arid terminally ill.

Service Group 5.1 - Population Health Services

Service Description:

	

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

Qjective:

	

This service group contributes 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 to opportunities and prerequisites for good health.

Service Group 6.1 - Teaching and Research

Service Description:

	

This service group covers the provision of professional training br the needs of the New South
Wales health syslem. It also includes strategic investment in research and development to improve
the health and wellbeing of the children of New South Wales.

Obleciivei

	

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
• extendog knowledge through scientific enquiry and applied research aimed at
improving the health and wellbeing of the children of New South Wales.



Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements

for the 'lear Ended 30 June 2009

PARENT CONSOLiDATION

2009 2908 2009 2008

S000 $000 $000 $000

17.

	

Current Assets

	

Cash and Cash Equivalents

1 497 6.032 Gash at hank and on hand 11 497 6.032

57 195 35.696 Short Term Deposits 57

	

195

	

..,...... 35€95

68,692 41,727 68,692 41727

Cash &

	

erluiv5lent assets recoqrlise(l ri InS Balance Sheet are reConciled
at he end ol the lirrancial oar to the Cash Flaw Statement as toiloas

8,62 41.727 Cash and cash equrvarenls mel Balance Sheelt

	

, 68.692 47

68.692 41,727 Closinrj Cash and Cash Equraalerii rper Cash Flow Statement) 68,692 41727

Refer to Note 36 for details regardinq credit risk, liquidity risk and market risk arising from finrrcial inslrrimertt.s.



Royal Alexandra Hospital for Children

holes to and forming port of the FinaoiaI Statements

frir the Year Orided 30 June 2009

PARENT CONSOLIOATIOM

2005 33107 2009 2008

$000 5000 0000 6000

t8

	

Receunbles

Current

2,828 2.723 .ai SSe el Goods and Serorcos 2 828 .724

536 847 74aea MaShly 536 047

339 827 flOW Ocparlrserrt of H03iltr 339 327

551 650 and Ser':eo I..u 551 680

50.10 71)91 Olno' Oebre 5.040 7 01)1

9.300 12.040 Sub Total 9301) 12744

)655, tt,8301 Le,0071-.1rc7 1.

	

7711111,1: 16551 1 82)7

8645 11210 Subtotal 8.645 10219

527 444 11004171 520 444

9.178 10.653 9,175 tQ,663

Ii

	

Msuernont ri 110 a:lowance or rnpaurrrcnr

SaC 71000006 .507uC110

518 701 Oalance alt Jury

	

' 516 .

	

701

1138) 1237) A,rroarrl

	

wnltOn ub ourog 1116 i'8&r 1138) 237)

13 2 ArnounIt rOrlosered 4unn9 tIe year 13 2

rocreasui)decreasb) .n allowance rocogoloed in

28 52 ReSult ICr Ore YOur 36 52

431 719 '

	

hularrceat30jwre 431 518

c

	

Mueneul 750 allowance ton .roparrmeot

Orho' 0ebtrn
13': '36 8014700411 July t

	

112 36

.1

	

357 (1 76i Amounts 40,11011011 Curing hO year 11 1901 176)

Amounts 1107.770100 Ouflfl9 the year
0717450. )dCCr0006l il ailWance I670gtrlhedn

102 1 452 Result 1w tOn VeSr

	

, 152 1 452

224 1312 t3alaoceat3OJurie 224 1342

8Sf 14.30 655 1,830

Nn Current

"5 59 III 54106100045 lrnd ServIces 58 54

Other DebIsO

50 59 Sub Total 59 34

671.5 33111115-400111 for ,rnyulrmemt -

50 52 Sub Total 9 34

Prnpujrrrentfl

68 59 .

	

59

01 MovemEnt p lire ,r1151571170 t, ItflpOIIr000l

Sale of Goods & Sorarces

134 Buh'rnca lilt July 124

1341 Anruulnls 11,1,11411.

	

rl durIrO 11050411 1341

Amounts r07006rSd 1Jul.79 the year

lrarrenl7'1477r64501 v' aliowa70e r0701J715114 a

lIxOrSI xl the Y04r
t3alavco at 30 Juno

01 5:e of Gotran and Sererces Re$erv4blOO

,Currnt and 41111 Current) 071000'

105 PaStel Coos

	

Crnper.sa0le 99 11)5

EdIt 1)62 Paberrl Fcc

	

' lxtllr37lc 581 662

.51 ..86 Pahxorfres-Orlrer 751 .. 256

2,231 2,053 2,231 2,053

00111115 rngar'evrg c11Cdrt risk. hqirldlry risk and market risk, includirtq lirratrcerl assets 11141 are niftier past due or Impaired

Ire r'Ii$Clrr$Ori or Nrrtr' .14



Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2009

PARENT

2009

	

2008
s000

	

s000

1.361 1.324

2,305 2.066

32 31

133 142
199 231

588 630

CONSOUDATION

2009

	

2008

s000

	

S000

19. Inventories

Current - at cost (held for Distribution)
Dwgs 1.361 1.324

Medical and Surgical Supplies 2,305 2,066

Food arid Hotel Supplies 32 31

Engineering Supplies 133 142

Fundraising Merchandise 199 231

Other including Goods in Transit 588 630

4.618

	

4,424

	

4,618

	

4,424



Royal Alexandra Hospital for Children

Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2009

P ARE Hi CONSOLIDATION

2009

	

2008

	

2009

	

2008

sooo

	

sooo

	

$000

	

$000

20. Ftruincial Assets at Fair VCIuC

Non Current

	

33238

	

TCorp - Hour Glass InvesSilent Faol5es

	

19.096

	

33.238

19,099

	

33,238

	

19096

	

33238

Refer Note 36 for further intonsatron regardrrg credit risk. liquidity risk and market osk
ar'siirq from financial investments



Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2009

PARENT

	

CONSOLIDATION

2009

	

2008

	

2009

$000

	

$000

	

S000
2008
s000

21 Property. Plant and Equipment

Land and 8uildings fair value
Gross Carrying Amount
Less Accumulated depreciation and impairment

410706 387439

98512) (83720)

312.194 303719

105418 118624
)78,381( (89,816)

2' 337 13

	

08

38014 36050
(9674) (8290)

28,340 27,760

367,571

	

360,287

Net Carrying Amount

Plant and Equipment. fair value
Gross Carrying Amount
Less Accumulated depreciation and impairment

Net Carrying Amount

Infrastructure Systems . fair value
Gross Carrying Amount
Less Accumulated depreciation and impairment

Net carrying Amount

Total Property, Plant and Equipment
At Net Carryng Amount

410,706 387.439
(98.512) (83,720)

312.194 303,719

105.418 118,624
(78.381) (89,816)

28,808

38.034

	

36,050
(9,674)

	

(8,290)

28,340

	

27.760

367,571

	

360,287



Royal Alexandra Hospital for Children

Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2009

PARENT AND CONSOLIDATION

21, Property. Plant ann Equipment - Reconciliations

2009

Land

$000

Buildings

$000

Other

Leased Assets

$000

Plant and

Equipment

$000

Infrastructure

Systems

$000

Total

	

-

S000
-

Net C';'

	

'ui'

	

tts'ti 'ntr'

-

20,720 262.391 08 28.808 27,760 360287

Additions 18111 - 4,012 iL 5,75

Rclzsilic-ations to Intangibles 433) 1433)

Disposros - 3O6i (308)

Net revaluation increment less

revaluaton tlecretflenfs recoctrased

	

rrsSer1'e l2 18.132 3,342 - 1.435 17807

DsprecrrrtionAmor1isation expense -33021 (4)) 5,282) (918) (15.513

Rcclnrssfications 235r - 238

Net Caranrj amount at end of year 20,318 287,967 3.909 27,037 28340 367,

2008

Land

s000

Buildings

$000

Other

Leased Assets

$000

Plant and

Equipment

$000

Infrastructure

Systems

S000

Total

$000 -

Net Crr,'.irt

	

j'1'ijnl at start 20,720 263,038 627 28,565 25,768 3311

Add)Ons - 1.34 - 5,920 208. 7

Reclaseiliatsrns tt Intangibles '- - (50)

Disposals - - 4071

Net revaluation irOrement le-ys

re'.aluahori decrements recoqniseo ti reserves 28271 - - 2596

Deptecator' c-sps'itse 8.259) 1t91 tS 21( 8121

t'EtC'iiit Cn(l

	

)

	

y

	

or 20720 282391 608 28808 27 760 360

lit Land and BU8JCOJS coterie arid owned by the Health Administration Corporation

and administered by the Hospital see note 2)glj.

tn Land and Buildings at Weslntead wee valued by Mr PSul Goldsmith, an independent valuer APPI Cemtited

Practicing Valuer) Registered Valuer No 3099 cmi 01 March 2009 see note 2(j)). The valuer. Mr Paul Goldsmith from the

DepOrtment ol Lands is not an ernplyes of the Healttr Service.

Buildings were valued at fair value of $290,152,000 13oS1 5276,726,4261 on 01 March 2009 This tevaluatioti at

01 March 2009 tiSs resulted nan increase in the fair value 01513.425,574

Lrlrit was revalued at fair value ol 520.317,500 toast 520.720.000) on 1)1 March 2009 resulting in a decrease in the air value of 5402.500

The leasetrold land at Manly. on which Bear Cottage is located, was valued at fair vStua of $3,950,000 at 01 March 2009

I his resulted in art ittcrease in the fair vatu of 53.200.000
The term 01 tie tease is2O years with an Option to renew for a furtf'wt 20 years. The rent payable is $1 per annum
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Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2009

PARENT

2009

	

2008

$000

	

S000

22.

	

Intangible Assets

Software

	

9,535

	

1 1.870

	

Cost (Gross Carrying Amount)
(7.087)

	

tess Accumulated Amortisatian and Impairment

	

3,478

	

4,783

	

Total Intangible Assets at Net Carrying Amount

CONSOLIDATION

2009 2008

s000 S000

9,535 11,870
(6.057) (7,087)

3,478

	

4,783



Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2009

PARENT AND CONSOLIDATION

22. Intangibles Reconciliations

2009

Software

s000

Total

S000

Net Carrying amount at start of year 4,783 4.783

Adcfitions (from internal development or acquired separately> 79 79

Reclassification from Plant & Equipment 433 433

Amortmation (recognised in deprectafion and amortisation) (1817) (1,817)

Net Carrying amount at end of year 3.478 3,478

2008

Software

$000

Total

S000

Nut Car ying amount Cl start of year 5433 5,433

Adddions (from internal devetoment or acquired separately) 518 518

Reclassification from Plant & Equipment 56 56

Amortisation trecognsed in depreciation and amortisatron) 11 22t) (1,221)

Other Movements

	

Disposals 3> (3)

Net Carrying amount at end of year 4,783 4,783
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Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2009

pARENT

	

CONSOLIDATION

	2009

	

2003

	

2009

	

2008

sooa

		

slice

	

$000

2. flea rrrrted AqSrrtrr

lr

	

i,..:,-,-':

	

.:t,,Jr' '..r3-.j

4snts 6900 are smrrie by enieriral:y mps

	

Im"n. 13

drool requrerrreriis TIre assets are only avaii3b!C ICr plid3500

6 ac 0123500 67, Inn tPrmi 01 Ii1( dnnC rIi-irt'

Category

	

Brief Details of Externally Imposed conditions including

Asset Category affected

	9308

	

613

	

Chictrurr's Hoep1oI Furtdn

	

Donotiorc and Furejraiain9s 5013 Or n7CCiI'C

	

n :iox

	

513

pu(CttaSC-s Of eflr,iOmtlIll an

	

CII uiartiCes

	

28130

	

32 313

	

Speertic Purpo

	

nonahons. Conrribulinflsandhurrctiaisin4sh11ldin ttijsr or

	

28,130

	

32,313

toe SenulC at speolo parent. doparlmenls CCII / or ala/f 91050

71303 6.861 Feretuaity Invented Fundn FundS CeeslOd 6 yrrncrtuity The nncomc therefrom a mOd in 7004 8.861
accorciaTce IIrilh donors' or trustees

	

uttiuctioris Ion lIre bc-SOIl

CII pCtiCfll$ and

	

or m support oi HOsFrtai Sereroes

27,609 22 661) Reuearctn Grants

	

. Fjrds to be SaId IC, n0555r01i on ct/S 605115 and other 1613101) 27.099 22.568

16503071 Carried Out Ca iIlII 110511351

3,638 -

	

2609 Pleats Practice FuCOS Funds to be hi9 Ir lh

	

use ottr3nrIflg,

	

60CaIiOn ann 3649 2660

trCIIeSs'onat d000lbilnflCnl

	

t sf011

1.060 148 Boa1 Cotlaçc Donalioes. colrtnbiitionia and lund 13711190 TOld tswardu tee COOl 1086 148

of openarep Bear Conapo. it h7,nr0 on CIirOnCaliy iii

chii0ni and 11161 lnmdes. cOnCede them w,th pslhanive care in

3 110106 Tnlur(onIrtrnr

3,438 3756 Fle063reri Cap.lai Campaign Donations, CCnitnrbutOnO .1116 lund 515095 lieS towards the 3338 3756

hurStod of Ills Ch0C.1i Research Bndnriq to p10590 mlldutluctunS

and 1.101st I'S lb 6CC th

	

51071104 needS at Ire reTearctr On

0.00054 aol Ch04lrrn'O ytith

79.713 68868 70,713 68,858
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Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2009

PAIRENT

2009

	

2008
$000

	

$000

CONSOLATION

2009

	

2008

$000

	

$000

24.

	

Fayables

Current
Accrued SalarIes and Wages 8,352 7 504

157 389 Taxahon and Payroll OeduOIlorls 187 359

8352 7 504 Accrued liabrlrty - Purchase of Personnel Services
9071 10288 Credrtôrs 9.074 10,288

Other Crectrtors
778 2,621 'Capes Works 778 2621
542 350 sIrs Health Lrabrtrty 542 300

3.210 1,553 •Other 3,210 1,553

22143 22.655 22,143 22,655

Details regarding credit risk, liquidity risk and market risk, including a maturity analysis oft ire above psyabtes are disclosed in Note 35.

25.

	

Borrowings

Current
1131 123 OlherLoansarrdtjeposds 1131 123

1,131 123 1,131 123

Hon Current
I 061 .3r'. 1h.'o

	

31i1)S,s tOSS 705

1,066 305 1.006 305

Sjtaivrhiu

	

:''orny LIvOr)p'r.1t

Trial Repayment r

	

scheduled tot 31 December 201 I

Repayment of Borrowings
(excluding FrICItCe Lea5e$1

1.131 123 Not later hart Orle year 131

305 Oelwesn one and five years I 3513

Total bOrrowings at txCC value
2,197 428 (excluding Finance Leases) 2197 428

Details regarding credit risk, liquidity risk and market risk, including a maturity analysis of the above psyables are disclosed in Note 35.
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26. Prvis)ona

Current Employee b6neftf S sad related On casts
Annuv Leave Shol Tm Ecreir
Annual Leone Long Term Bereft
Lcs'g Servrce LeauC Shorl Tems 11ereLt
LIeg Seven Leave- Long Term Bereft
Provaron tar Pvrsonvet See.ce7 Lrhrttv

Total Current ProvaiOs

Non Current Employee bnetits and related On costs

Long Servtcn Leave - Cadhor-at
Proeso for Personnel Sevens Lrravt-j

Total Non Current Provisions

Aggregate Employee Eenetits and Related On casts
PrCbrs,ons - Curer!
toys-Ohs - OC-Currert
Accr5d Sala,es and Wages are Or Cos's tNote 241
Ached I aShly Putt.8se of Perv'r'Cl Serv.ces (Note 2$)

PAtIENT

	

200)1

	

2008

	

$0011

	

$000

	

75741

	

67,526

	

4.323

	

4.32

	

4.323

	

4,326

74 741 67526
-1.323 4.225

8519 7,893

79,745

CONSOLII)ATION

	

2009

	

2008

	

5000

	

6000

	

13,253

	

10623

	21.610

	

20.127

	

2087

	

3,627

	

38.615

	

33,099

	

75,741

	

67526

	

1.32.3

	

.324

4.326

75,741 67.526
'1,323 4,326
8579 7893

79.745
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PARENT

2009

	

2008

s000

	

S000

CONSOLIDATtON

2009

	

2008

$000

	

$000

27. Other Liabilities

Current

Income in Advance44 108

44 108

44 108

44 108

1 his represents tees receved ro advane from patients for wFhch servrces are proviOch after 30 June 2009
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28. PARENT AND CONSOLIDATION

Equity

Balance al the beginning of the financial year

Changes in Equity

other than transactions with owners as owners

ReSUlt 1Q the ei

Accumulated Funds

	

2009

	

2008

	

$000

	

$000

	

19:3376

	

213,212

	

9.704)

	

l9,836t

Asset Revaluation Reserve

	

2009

	

2008

	$000

	

$000

	

18.6,762

	

I:37,895

Total Equity

	

2009

	

2008

	

$000

	

S000

	

380,138

	

.

	

351,107

	

i9,704t

	

1)9,8313

Total ________
9.704

	

i9,8'36) '

	

17,807 28,867

	

Ut03

	

31

Balance at the end of the financial year 183672

	

193,376

	

184569

	

166762

	

368241

	

360,138

The a5st evolurriron reserve used to record increments arid derenterrls on the revaluation ef non current assets. Thus accorUs with tie

Hcrpiil's pot'

	

ru he "Revlution ol Physicril Non Current Assets' SitU 'ltrvCStr'nCruls', as discussed in Note 2ij)

nUrenwnt/(DeCrernent( on Realuation of

LanU & Buildings

nlrastructure Systems

	16,372

	

26,271

	

1,435

	

2.596
16,372

1.435

26,271

2,596
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PAPENT

2009

	

2008
$000

	

$000

CONSOUOATION

2009

	

20011

$000

	

$000

29,

	

Cornrnritrtients lot Expenditure

(a) Capita) Commitments
/rpgtcgitre caprt

	

espenditure lr the a09ursdron

	

land and bu,lthnas. plant and 6qorpment.
- 'rrtranttuct-ne and nlangble mnetn, COrittitcIEd Ipt at OaiaOCe dale

	

nd not proyrded lot
Not late

	

liar one bh4t 2,977 668

Total Capital Cspenditure Commitments (including OST) 2977 668

Of 116 horrrrntmentn reported at 30 Julie 200915 enpehteri trial 5686 157 wI he lint Itoh rosa

perletailni 'hooch

(b) Other Expenditure Commitments
Apgteqale olhe' expend lure br operntrri9 expensea conitacted lot at
balance date and riot prowd6d lot
Not later than one peat 6,339 2.552
later titan one peat and riot littel Iran live years 1,835 532

Total Other Expenditure Commitments (including OST) 8,224 3,084

)c) Operating Lease Commitments
Cpmrnitments tr relatrOh to nmi-cancetlshle operalinq leases are payable as IDl!Ow

Not later than one bear iS

Islet loan orte yeat ass not later titan l'

	

yearn lOP 80

Total Operating Lease Commitments (including GST1 548 258

Th& operation ease co'n'nlrrre'rrs above an lot 'nr.ts.r vehrc:ps

	

nborrnatron teclvolpes. equprnert rr.Uudi9

nerstrndl 'IrnIrureri

	

rredcai itp,pprr.errt and other aqurprnent

(d) Contingent Asset related to Commitments Icr Expenditure
The total

	

ti Crt-nrnrtrnp' its fr Expendture* above. r e $11 75 wrlhon as in 30 Jury 2009 inrilulies
spat tax credits or Si .067 987 lIne compores wrlh S364,000 lot the previous peat) that are espenlen
to be reconetpblnt ItOrn thy Aunirulran Tanstnort Office

1,68

2,977

	

668

6,389 2,552

1.635 532

8224 3084

250 178
298 80

548 258
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PARENT AND CONSOLIDATION

30 Trust Funds

The Hospital holds trust fund moneys of $t037 million which are used for the safe keeping of patients monies, employee related

monies, deposits on hired items of equipment and Private Practice Trusts. These monies are excluded from the financial
statements as the Hospital cannot use them for the achievement of ds objectives, The following is a summary of the transactions in
the trust account.

Employee Related
Private Practice Trust

Total
Funds

2009 2008 2009 2008 2009 2008

S 'ooo $ '000 $ 000 $ 'OOO $ '000 $ '000

Cash Balance at the beginning

of the financial reporting period 46 29 999 632 1.045 661

Receipts 23 43 19,122 16,288 19,145 16,331

Expenditure (16) (26) (19,137) (15921) (19,153) 115.947)

Cash Balance at the end

of the financial reporting period 48 984 999 1.037 1045
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PARENT AND CONSOLIDATION

31 Contingent LiabiUties

a) Claims on Managed Fund

Since 1 July 1989, the Hospital has been a member of the NSW Treasury Managed Fund. The Fund wiU
pay to or on behalf of the Hospital all sums which it shall become legally liable to pay by way of
compensation or legal liability if sued except for employment related, discrimination and harassment claims
that do not have statewide implications. The costs relating to such exceptions are to be absorbed by the
Hospital. As such, since 1 July 1989 no contingent liabilities exist in respect of liability claims against the
Hospital, A Solvency Fund (now called Pro-Managed Fund Reserve) was established to deal with the
insurance matters incurred before 1 July 1989 that were above the limit of insurance held or for matters
that were incurred prior to 1 July 1989 that would have become verdicts against the State. That Solvency
Fund will likewise respond to all claims against the Hospital.

b) Workers Compensation Hindsight Adjustment

Treasury Managed Fund normally calculates hindsight premiums each year. However, in regards to
workers compensation the final hindsight adjustment for the 2002/03 fund year and an interim adjustment
for the 2004/05 fund year were not calculated until 2008/09. As a result, the 2003/04 final and 2005/06
interim hindsight calculations will be paid in 2009/10.
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PARENT CONSOLIDATION

2009 2008 2009 2008

$000 $000 $000 $000

32

	

Recancitlatlon Of Ref Cash Flows from Operating ActivitiCs Ta Net Cost Of Services

20 646 3.005 Net CanS F'ows Srnn Operatrrp Aclln4re 70646 3605

17 3601 ii 5.5251 Dciytroir 17 360) 115,525)

1 176 1959) t'rOylSrCp ir Doubtful Ocht 175 1959)
Acceptance by the Crourn Entdy of Empicee Superareruatran Senehru 13,5281 3.t4)

5 14,6261 (Increase)'

	

ocluave n Prcrvrnrons 18212) 146261

4

	

11 770) lncte3$Ci(000rOCse)rn Prepaymentsar.d Other Assets 14,411) (770)

11267 651 lIricreaSo)' Decrease rI Cteddors 1.207) 11.6511

2/0) )403( NOt Gans' (Loss) a" Sale of Property, Plant ann Equiprrrol (27$) (403)

136,360) 73 7501 )NSW Dpailreer.! of Hearth Rcutrenl Allocatarivl (36.360) 173,7591

1708i 1659) (NSW Depadrnienl

	

t HeSIth Capeal AllOcatiessi 7081 (659)

(46.772) 194,747) NOt Cost of Services (50,2981 198,691)

33 2008)09 Voluntary SOrv)ces

ls cotsraercd rrrpractl05t'tC to 64.rtfltrly trto n'oeetary value Ct voluntary nern'ces
pr64derl to the Hasptal SrviCe0 povcvd rsOuCe

Chaplancres and Pastoral Care

	

P550111 s rawly Support

nb LSdrflsl1lOsptal Aunlanos

	

Patent Servces, Fund N3srnq, An$tanc0 ri
Sbhng Cnl3 Care CentrG, retef Stall tQ
admnst'asve areas

Pascal Support Groups

	

Pracircal Support to Futurrtv aria ROlulees

Comrnurrty Ot9Sn52tni111.

	

CenucelIng. Health Educat'on. Trenupon.

BooC Sunkei. SluOglit Noons and Radio Bed Rock.
H7rn11 Help and Palent Act',d Pu
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Unclaimed Moneys

Unclaimed salaries and wages are paid to the credit of the Department of Industrial Relations and Employment in
accordance with the provisions of the industnal Arbitration Act, 1940. as amended

Atl money and personal effects of patients which are left in the custody of Hospital by any patient who is discharged
or dies in the hospital and which are not claimed by the person awfully entitled thereto within a period of twelve
months are recognised as the property of Hospital.

All such money and the proceeds of the realisation of any personal effects are lodged to the credit of the Samaritan
Fund which is used specifically for the benefit of necessitous patients or necessilous outgoing patients

8udget Review Parent and Consolidated

Net Cost of Services

The actual net cost of services was lower than budget by $0.38M. This was primarily due to an increase of 5% in
revenue compared to budget, offsetting the 4% increase in expenses caused largely by increased demand for services.

The Hospital was able to contain an increase in expenses to 4% with better utilization of resources despite the Inter Area
Patient Flow activity recording an increase of 42% over that of last year.

Result for the Year

The actual result for I he year is S0.86M higher than budget primarily due to the actual capital allocation by NSW
Department of Health and the Acceptance by Crown Entity of Employee Benefits being lower than budget by Si 3M
though the Net Cost of Service recorded a favourable movement as mentioned under Net Cost of Services above

Assets and Liabilities

The Current Assets are SI3M lower than budget. This is mainly because long term investments of S19M were budgeted as
Current Assets though the actual long term investments form pad of Non-current Assets plus 32M reduction n receivables
which comprises of $1 .2M write off and balance of S0.8M being higher collections during the year. These were partially offset
by an increase of SBM in cash and cash equivalents

The Non-current Assets are higher by S36M compared to budget which is partially due to increment of SISM on revaluation
of buildings and infrastructure which was not budgeted and $1 9M on account of long term investments which, as mentioned
above, were not budgeted as Non-current Assets but as Current Assets.

The current Liabilities are up by 58M compared to budget This is atlnibutable to funds advanced by NSW Department of Health
as liquidity assistance of $3.4M and repayable loan of 1 9M to pay over benchmark creditors which was a result ot increased
activity levels compared to avartable funds and $4M to the Increase fl provisions for employee benefits which is due to an
increase in actuarial adjustment and effect of leave adjustment on award increases

The Non-current Liabilities are comparatively lower by SIM than budget. This is due to non-current leave provisions budget
being higher compared to movement in non-current leave provisions. This has a direct relation to the increase in current
leave provisions

The above movements have resulted in an increase of S16.8M in Net Assets compared to budget. The main contributor for the
increase in Net Assets compared to budget is the revaluation increment of SIBM.

Cash Flows

Net cash flows from operating activities are $1 1 4M higher than budget due mainly to increased operating receipts
partially offset by increased operating payments However, net cash flows from investing activities are 522.3M
lower than budget due to change in investment categories from long term to short term strategic cash
In total net cash flows are $11 1M lower than budget.

Movements in the level of the NSW Department of Health Recurrent Allocation that have occurred since
the time of the initial allocation on 27 ,June 2003 are as follows.

$000

initial Allocation 216,707
Award Increases 2,804
National Menial Health Plan 3.347
Blood & Blood Products 2,315
Psediatnic Liver Transplants 2,828
Financial Assistance 2,140
Mini budget Efficiency Dividend 1,433
Bear Cottage 1,000
Enhancement funding Paediatric Intensive Care 875
Nurse Midwife Strategy Allocation .

	

823
Inter Area Patient Flow Adjustment (202,846)
Other Miscellaneous Frindirig Allocations 4.934

Balance per Operating Staterrient

	

36!.O
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Ernancial Instruments

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

The Hospitars main risks arising from financial instruments are outlined below, together with the
Hospitals 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 Hospital. to set risk limits and controls and monitor risks.
Compliance with policies is reviewed by the Audit Committee and Internal Auditors on a continuous basis.

(a) Financial Instrument Categories

PARENT AND CONSOLIDATION

Note Category

	

Total carrying amounts as per
the Balance Sheet

2009 2008
$000 $000

Financial Assets
C lass:
Cash and Cash Equivalents 17 N/A 68.692 41,727
Receivables I 18 Loans and Receivables 8,153 9.628

(at amortised cost)

Financial Assets at Fair Value 20 At fair value through 19,096 33238
profit or loss (designated
as such upon initial
recognition)

Total Financial Assets 95.941 84,593

Financial Liabilities

Borrowings 25 Financial liabilities 2,197 428
measured at amortised
cost

Fayables 2 24 Financial liabilities 22,143 22655
measured at amortised
cost

Other 27 Financial liabilities 44 108
measured at amortised
cost

Total Financial Liabilities 24384 23.191

Notes

I ExcIoes slatulory rcovbies and prepayrnents tie not wrthin scope üi AASB 7)

2 Excrudes unearned revenue (te not withrn scope of AASB 7)
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(b) Credit Risk

Credit risk arises when there is the possibility of the Hospitals debtors defaulting on their contractual
obligations, resulting in a financial loss to the Hospital. 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 Hospital i.e receivables. No collateral is held by the Hospital
nor has it granted any financial guarantees.

Credit risk associated with the Hospitals financial assets, other than receivables, is managed through the
selection of counlerparties and establishment of minimum credit rating standards. Authority deposits
held with NSW TCorp are guaranteed by the State.

Cash

Cash comprises cash on hand arid bank balance deposited in accordance with Public Authorities
(Financial Arrangements) Act approvals. Interest is earned on daily bank balances at rates of
approximately 5.33% in 2008/09 compared to 6.90% in the previous year. The TCorp Hour Glass Cash
Facility is discussed in paragraph (d) below.

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 Hospital 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 Hospital 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:$5,580,000:
2008: $5,773,000) are not considered impaired and these represent 80.3% of the total trade debtors.
In addition Patient Fees Comperisables are frequently not settled 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 Hospital's debtors are
health insurance companies or compensation 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 sates of goods and services in the receivables
category of the balance sheet. Patient Fees lrieligibles represent the majority of financial assets that
are past due or impaired.

2009

	

Tota'

	

Past due but not impaired

	

Considered impaired

3 months overdue 360 360

'3 months - 6 months overdue 420 420

6 months overdue 591 591

2008
<3 months ovrdu 1445

	

659 786

3 months . 6 morr6rs overdue 794 794

<6 months overdue 1,518 1518

The ageing analysis excludes statutory receivables, as these are not within the scope of AASB 7.
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(c) Liquidity risk

Liquidity risk is the risk that the Hospital will be unable to meet its payment obligations when

they fall due. The Hospital 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 continudy of funding and flexibility through effective management of cash,
investments and liquid assets and liabilities.

The Hospital 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 Hospitals exposure to liquidity risk is considered
significant. However, the risk is mitigated as the NSW Department of Health has indicated its
ongoing financial support for the Hospital (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 generally
made no later than the end of the month following the month in which an invoice or a statement is received.

In those instances where settlement cannot be effected in accordance with the above, eq due to
short term liquidity constraints, terms of payment are negotiated with creditors,

The table below summarises the maturity profile of the Hospitals financial liabilities together with

the interest rate exposure.
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(d) Market risk.

Market risk s the nsk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in market pnces. The Hospital's exposures to market risk are primarily
through interest rate risk on the Hospitals borrowings and other price risks associated with
the movement in the unit price of the Hour Glass Investment facilities. The Hospital 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 Hospital
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 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 Hospitals 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 are 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 Hospitals exposure to
interest rate risk is set out below.

$'ooo
+1%

Carrying Amount

	

Profit

	

Profit

2009
Financial assets

Cash and cash equivalents

	

68692

	

6l3)

	

613

Receivables

	

9,234

Hnancial assets

	

fair value

	

19096

	

2673

	

(2,673)
Other financial aruets

Financial liabilities

Payables
Borrowings

22,143
2,197

	

-

2008
Financial assets

Cash and cash equivalents 41,727

	

(382)

	

382

Receivables 10.722

Financial assets at fair value 33,238

	

3,322

	

(3,322)

Other financial assets

Financial liabilities

Payables

	

22655

	

-

Borrowings

	

428

	

-
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Other price risk - TCorp Hour Glass facilities

Exposure to other price risk primarily arises through the investment in the TCorp Hour Glass
Investment facilities, which are held for strategic rather than trading purposes. The Hospital has
no direct equity investments. The Hospital holds units in the tollownQ HourGlass investment
trusts:

Facility

	

Investment Sectors

	

Investment

	

2009

	

2008
horizon

s,000

	

s,000,

Cash facility Cash. morey market
instruments

Strategic

	

Cash, morey market
Cash I aclity and other interest

rate instruments

Australian

	

Listed Auslralian property
Shares

	

and Shares
facility

Long Term Cash, morey market
Growth instruments,
facility Australian and

International bonds
listed property.
Australian and
International shares

The unit price of each facility is equal to the total fair value of net assets held by the facility divided by
the total number of units on issue for that tacility. Unit prices are calculated and published daily.

NSW TCorp as trustee for each of the above facilities is required to act in the best interest of the
unitholders and to administer the trusts in accordance with the trust deeds. As trustee, TCorp has
appointed external managers to manage the performance and risk of each facility in accordance
with a mandate agreed by the parties. However, TCorp, acts as manager for part of I he Cash

facility. A significant porton of the administration of the facilities is outsourced to an external

custodian.

Investment in the Hour Glass facilities limits the Hospitals exposure to risk, as it allows
diversification across a pool of funds, with different investment horizons and a mix of investments.

NSW TCorp provides sensitivity analysis information for each of the Investment facilities, using historically
based volatility informatiOn collected over a ten year period, quoted at two standard deviations
(ie 95% probability). The TCorp Hour Glass Investment faciiites are designated at fair value through
profit or loss and therefore any change in unit price impacts directly on profit (rather than equity).

A reasonably possible change is based on the percentage change in unit price (as advised by TCorpt
multiplied by the redemption value as at 30 June each year for each facility (balance from

Hour-Glass Statement).

Up to 1.5 years

	

8,011
(pre-June 2008
up to 2 years)

15yearsto

	

49,183
3 years

7 years and over

	

19,096

7 years and
over

35695

33238
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Impact on profit/loss

Change in unit price

	

2009

	

200

	

s,000

	

s'oo

Hour Giiss Inve1iPenl Cash

	

1

	

80

	

357

fac0

How Glass Investment

	

+ 2%

	

984

Strategic Cash facility

Hour Glass Investment -

	

+'- 24%

	

4583

Australian Shares facility

Hour glass Investment

	

+/ 15%

	

4,986

Long Term Growth Facility

(e) Fair Value

Financial instruments are generally recognised at cost, with the exception of the TCorp Hour Glass
facilities, which are measured at fair value. As discussed, the value of the Hour Glass Investments is
based on the Hospital's share of the value of the underlying assets of the facility, based on
the market value. All of the Hour Glass facilities are valued using 'redemption' pricing.

ihe amortised cost of financial instruments recognised in the balance sheet approximates the fair
value because of the short term nature of many of the financial instruments,

37.

	

Post Balance Date Events

The Hospital is not aware of any after balance date events that warrant inclusion in this report.

END OF AUDITED FINANCIAL STATEMENTS




	page 1
	page 2
	page 3
	page 4
	page 5
	page 6
	page 7
	page 8
	page 9
	page 10
	page 11
	page 12
	page 13
	page 14
	page 15
	page 16
	page 17
	page 18
	page 19
	page 20
	page 21
	page 22
	page 23
	page 24
	page 25
	page 26
	page 27
	page 28
	page 29
	page 30
	page 31
	page 32
	page 33
	page 34
	page 35
	page 36
	page 37
	page 38
	page 39
	page 40
	page 41
	page 42
	page 43
	page 44
	page 45
	page 46
	page 47
	page 48
	page 49
	page 50
	page 51
	page 52
	page 53

