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INDEPENDENT AUDITOR’S REPORT
Royal Alexandra Hospital for Children
To Members of the New South Wales Parliament

| have audited the accompanying financial statements of the Royal Alexandra Hospital for Children
(the Hospital), which comprises the statement of financial position as at 30 June 201 0, the
statement of comprehensive income, statement of changes in equity, statement of cash flows 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 conselidated 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, that may be required, had | been able to satisfy
myself as to the completeness of fundraising revenue and voluntary donations, the financial
statements:

. present fairly, in all material respects, the financial position of the Hospital and the
consolidated entity as at 30 June 2010 and their financial performance for the year then
ended in accordance with Australian Accounting Standards (including the Australian
Accounting Interpretations)

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

My opinion 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 2009 financial report was similarly qualified.

Chief Executive’s Responsibility for the Financial Statements

The Chief Executive is responsible for the preparation and fair presentation of the financial
statements in accordance with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the PF&A Act. This responsibility includes establishing and maintaining internal
controls relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error; selecting and 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 statements based on my audit. Except as
discussed in the qualification paragraph, | conducted my audit in accordance with Australian
Auditing Standards. These Auditing Standards require that | comply with relevant ethical
requirements relating to audit engagements and plan and perform the audit to obtain reasonable
assurance whether the financial statements are free from material misstatement.

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

I believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my audit opinion,

My opinion does not provide assurance:

. about the future viability of the 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 statements.
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

. 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

% September 2010
Sydney
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Certification of Parent/Consolidated Financial Statements
for the Year Ended 30 June 2010

The attached financial statements of the Royal Alexandra Hospital for Children for the year ended
30 June 2010:

i) 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;

i) Present fairly the financial position and transactions of the Royal Alexandra Hospital for
Children; and
i) Have no circumstances which would render any particulars in the financial statements to be

misleading or inaccurate.

Aé onio Penna Wendy Haig

Chief Executive Officer Director, Finance and Corporate Services
Royal Alexandra Hospital for Children Royal Alexandra Hospitat for Children

07 September 2010 07 September 2010

v

think. kids, S

&

Raoyal Alexandra Hospital far Children



PARENT
Agiual Budgst Actual
2010 2010 2009
5000 5000 000
254,176 248,957 236,918
5,225 5,348 5538
86,364 82,926 82,038
16,356 17,293 17,380
1.923 338 1481
"a - 29
354,758 354,860 343,064
246,054 242,623 243,251
8,186 2,882 2,173
41,184 38,731 46,6875
6,148 4.336 4.408
__ . A0ms5m0 288,632 296,707
{257} - 275)
{249) (509) (140}
63,694 §6,737 45,772
58,066 58,066 368,360
3.698 3,788 708
61,764 61,854 97,068
(1,830} {4,683] (8,704}
- - 17,807
- - 17,807
{1,920) (4,063) §,103

Rovyal Alexandra Hospital for Chlldren

Exponzos oxcluding loasas
Qperating Expenges
Employee Rslated
Porsonnel Servicas
Vigiling Medical Officars
COrthar Oparating Expenses
Depracialion and Amortisation
Grants and Subsidiag
Finance Costs

Total Expanses excluding losses

Revenue

Sale of Goods and Services
Imvestment Revenue
Granls and Gontribulions
Othar Revanug

Talal Aovenua

Galn/{Loss) on Disposal
Other Gainsf{Lossas)

Not Cost of Services

Government Contributiong

NSW Dapardment of Health
Aecurrant Aflesations

WNSW Depariment of Health
Capital Allogations

Acceptance by the Crown Entity of
Employes Benslits

Total Governmant Contr/bulfona

RESULT FOR THE YEAR
Qther Comprehanalve income

el Increass/(Docrease) in
Property, Plant & Equipment
Assel Revaluation Reserve

Qthor Comprohensiva Income

tor Tha Yoar

TOTAL COMPAEHEMNSIVE INCOME
FORA THE YEAR

Tha accompanying noles form part of these Financial Statements

W

2(i), 6
7

10
11"
13

n
2(d)

g

2(a)iliy

Statement of Comprehensive Income for the Year Ended 30 June 2010

CONSOLIDATION

Actual Budgot Actunl
2010 2010 2008
4000 000 000

254,176 248,957 236,318
5,225 5,346 5,538

86,364 62,926 282038

16,856 17.283 17,380
1,823 3ag 1,181

114 - 29
384,768 354,860 343,054
245,054 242,623 243,261

B,186 2,682 2,173
37,370 35,022 43,349
8146 4,336 4,408
207,756 284,863 283,181
{257) - (275)
(249 {5046} {140)
67,508 70,506 50,288
58065 58,066 38,360
3,698 3,788 708
3814 3,764 3,526
65,578 65,623 40,594
(1,830 (4,883) {9,704)
. - 17,607

- - 17.807
(1,820) {4,683} 4,103




PARENT
Actual Budget Actuat
2010 2010 2009
5000 000 $000
83,818 68,079 68,602
2,037 9,260 9,175
4,954 4,672 4,618
57,807 82,011 82,485
80 59 59
11,901 18,096 19,096
305,119 304,011 312,194
31,085 33,644 27,037
27,533 27.3%0 28,340
363,737 354,945 367,571
279 2,721 3,478
378,489 386,821 A9G,204
476,296 458,832 472,589
20,116 15,245 22,143
1.124 1,131 1,131
83,543 82,452 78,741
o 44 44
104,862 98,882 59,059
a6 1,066 1,066
5,087 5,526 4,323
5,123 6,582 5,369
109,985 105,474 104,448
366,311 363,358 368,241
184,569 184,569 184,569
181,742 178,789 183,672
366,311 363,350 368,241

Royal Alexandra Hospital for Children

ASSETS

Current Aszats

Cash and Cash Equivalents
Receivables

Inventories

Total Current Assets

Non-Current Agsats
Receivables
Finangial Assets af Fair Value
Property, Flant and Equipment
- Land and Buildings
- Plant and Equipment
- Infrastructure Systoms

Tolal Property, Plant and Equipment

Intangible Assets

Total Non-Current Assets
Total Assats

LIABILITIES

Currant Llahilities
Payables

Bommowings

Provisions

Olher

Total Current Llabllitles
Mon-Current Liatliities
Borrowings

Provisions

Total Non-Current Llabilitlas
Total Llabllitias

Net Ascets

EQUITY

Reserves

Accumulatad Funds

Total Equlty

Tha accompanying notes form part of Ihese Financial Slatemants

Statement of Financlal Position as at 30 June 2010

Notes
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CONSOLIDATION

Actual Budgst Actual
2010 2010 2009
5000 5000 §000

43816 68,073 68,692
2,037 9,260 9175
4,954 4,672 4.618

97,807 82,01 82,485

80 53 59
11,901 18,096 19,096
305,119 304,011 312,194
31,085 22,544 27,037
27,533 27,390 28,340
363,737 264,945 367,571
2,/ 27 3478
376,489 266,821 390,204
476,296 468,892 472,689

20,116 15,245 22,143
1,124 1,131 1,131

83,542 B2, 462 75,741

79 44 44
104,862 bp,882 99,059 -
35 1,085 1,066
5.087 5,526 4,323
5,123 5,592 5,389
109,585 105,474 104,448
266,311 363,358 368,241
184,569 184,569 184,560
181,742 178,789 163,672
365,311 353,358 368,241




Royal Alexandra Hospital for Children

Statement of Changes In Equity for the Year Ended 30 June 2010

Balance at 1 July 2009

Result For The Year

Qther Comprehenslve Income

Tatal Other Comprehensive Incoma

Total Camprohenslve Incoma For Tha Year

Belance at 20 June 2610

Balance at 1 July 2008
Result Far The Year
Other Comprahansiva Income

Is in Assat Revaluation Surplus
Total Other Comprehensiva income

Total Comprehensive Income For The Year

Balance at 30 Juna 2009

A Nated Aeeat Ra tl Total
Funds Surplug

5000 $000 $000

183,672 184,569 368,241

(1,930} - {1,830}

{1,930) . (+.930)

181,742 184,569 366,311

Accumulated Agsset Revaluatian Tota!
Funds Surplus

S000 $000 $0DD

193,376 166,762 360,138

{9,704) - (8,704)

- 17.807 17,807

- 17,807 17,807

(9,704) 17,807 8,103

183,672 124,569 368,241

The accompanying notes farm part of these financial statements.



PARENT

Actual Budget Actual
2010 2010 2009
5000 S000 $000
{246,807} (244162} {224,534)
{1,923) (338) {1,181}
{194} - {29}
{97.468) (85,182) (97.316)
(346,212 (329,682) (323,060])
245,995 238,685 246,342
4,120 2,882 4115
52,502 39,358 56,181
02,627 281,125 306,638
58,066 58,065 36,360
3,698 a.768 T08
61,754 61,854 37,068
18,079 13,287 20,645
174 - 3
13,000 - 18,000
(12,342} {13910} {7.681)
(1,780} - {5,800)
(1,918} {13,910) 4,550
- - 1,892

1,039 - {123}
{1,037] - 1,769
15,124 {613) 26,965
68,602 58,682 41,727
83,816 £8,079 6B,692

Royal Alexandra Haspltal for Children

Statement of Cash Flows for the Year Endad 30 June 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Payments

Employea Related

Grants and Subsidies

Flnance Costs

Other

Total Paymenta

Recelpts
Sals of Goods and Services
Investment Income
Cithar

Total Receipta

Cesh Flows From Government
NSW Depanmenl of Heallh Recurrent Alloralinng
NSW Depanment of Heallh Capital Alkscations

Net Cash Flows Fram Govemmaent

NET CASH FLOWS FROM CPERATING
ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from Sale of Land and Bulldings, Plant angd Equipment
and Inlrasitucturs Syslems

Proceeds from Sale of Invesiments

Purchases of Land and Bulldings, Planl and Equipment
and Infrastructure Systems

Purchases of Investments

NET CASH FLOWS FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceads frem Bomowlings and Advanges
Repayment of Borrowings and Advances

KNET CASH FLOWS FROM FINANCING ACTIVITIES

NET INCREASE / (DECAEASE) IN CASH
Opening Cash and Cash Equivalenls

CLOSING CASH AND CASH EGLIVALENTS

Tha accompanying notes form part of these Financial Statements
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31

17

CONSOLIDATION
Actual Budget Actual
2010 2010 2003
5000 $000 $000
{246,807} (244,162} (224,534
(1,923) (336} {1,181)
{114} - {29)
(57.468) {85,162} {87.316)
(346,312) (329,682) {323,060)
246,905 238,885 246,342
4,130 2,882 4,115
52,502 39,358 56,181
302,627 281,125 306,638
58,065 58,066 36,260
3,698 3,788 708
61,784 61,854 37,068
18,079 13,297 20,645
174 - 3
13,000 . 18,000
{13,342} {13,910) {7.681)
(1,750} - {5,800)
{1,918} {13,910} 4,550
- - 1,892
{1,037 - (123}
{1,097) - 1,768
15,124 (613) 26,965
68602 68,692 Li -
83,816 88,079 58,652
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Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

The Hospital Reporting Entity

The Royal Alexandra Hospital for Children was established under the provisions of the Health Services Act
1997 as a statutery 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 under 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
(as profit is not its principal objective).

The Royal Alexandra Hospital for Children Special Purpose Service Entity was established as a Division of
the Government Service on 17 March 2008 in accordance with the Public Sector Employment and
Management Act 2002 and the Health Services Act 1987, 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 statements of the special purpose entity Division and the consolidated
financial statements of the economic entity. Notes capture both the parent and consolidated values with
notes 3, 4, 11, 24, 26 ang 31 being especiaily relevant.

In the process of preparing the consclidated 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 financial statements prepared for both the NSW
Department of Health and the NSW Total State Sector Accounts

On 1 July 2010 The Royat Alexandra Hospital for Chitdren was renamed The Sydney Children's Hospitals
Network {Randwick and Westmead) (incorporating The Royal Alexandra Hospital for Children) and the
public hospital located at Randwick known as Sydney Children's Hospital was transferred from South
Eastern Sydney and lllawarra Area Heaith Service to The Sydney Children's Hospitals Network (Randwick
and Westmead) (incorporating The Royal Alexandra Hospital for Children).

These consolidated financial statements for the year ended 30 June 2010 have been authorised for issue by
the Chief Executive on 07 September 2010.

Summary of Significant Accounting Policies

The Hospital's financial statements are general purpose financial statements which have 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, investment property, assets or dispoesal groups held for sale and financial
assets at "fair value through profit and loss" and available for sale are measured at fair value. Other
financial statement items are prepared in accordance with the historical cost convention.

The consclidated entity has a deficiency of working capital of $ 7,055,000 (2009 $ 16,574,000).
Notwithstanding this deficiency the financial statements have been prepared on a going concern basis
because the entity has the support of the New South Wales Department of Heaith.

All amounts are rounded 10 the nearest one thousand dollars and are expressed in Australian currency.

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

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

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 statements of the Royat Alexandra Hospital for Children.



Royal Alexandra Hospital for Children
Notes to and forming part of the Financlal Statements
for the Year Ended 30 June 2010

Accounting Standard/Interpretation

AASB 9, Financial Instruments and AASB 2009-11, Amendments to Ausiralian Accounting Standards
arising from AASB 8, have application from 1 July 2013 and focus on simplifying the classifications of
financial assets into those carried at amortised cost and those carried at fair value. They also simplify the
requirements for embedded derivatives and remove the tainting rules associated with held-to-maturity
assets. They have been assessed as having no material impact on the Hospital,

AASB 1053, Application of tiers of Australian Accounting Standards, has application from 1 July
2013 and establishes a differential reporting framework consisting of two tiers of reporting
requirements. Tier 1 entities will continue to apply existing Australian Accounting Standards. Tier 2
entities will apply the same recognition, measurement and presentation requirements but reduced
disclosure requirements. Tier 2 entities include the majority of public sector entities. This standard
has been assessed as having no material impact on the Hospital.

AAGB 2008-5, Further Amendments to Australian Accounting Standards arising from the Annual
Improvemenis Project, has application from 1 July 2010 and comprises accounting changes for
presentation, recognition or measurement purposes. This standard has been assessed as having no
material impact on the Hospital,

AASB 2008-8, Amendments fo Australian Accounting Standards — Group Cash-settled Share-based
Payment Transactions, has application from 1 July 2010 and makes amendments which clarify the scope of
AASB 2 by requiring an entity that receives goods or services in a share-based payment arrangement to
account for those goods or services no matter which entity in the group settles the transaction, and no
matter whether the transaction is settled in shares or cash. This standard has been assessed as having no
impact on the Hospital.

AASB 2009-9, Amendments to Australian Accounting Standards- Additional Exemptions for First-time
Adopters, has application from 1 July 2010 and makes amendments to ensure that entities applying
Australian Accounting Standards for the first time will not face undue cost or effort in the transition process in
particular situations, This standard has been assessed as having no impact on the Hospital.

AASB 2008-10, Amendments to Australian Accounting Standards- Classification of Rights Issues, has
application from 1 July 2010 and provides clarification concerning equity instruments. This standard has
been assessed as having no material impact on the Hospital.

AASB 124, Related Parly Disciosures and AASB 2008-12, Amendmenis to Australian Accounting
Standards, have application from 1 July 2011 and simplify the definition of a related party. They have been
assessed as having no impact on the Hospital,

Interpretation 19, Extinguishing Financial Liabilities with Equity Instruments and AASB 2003-13,
Amendments fo Australian Accounting Standards arising from Interpretation 18, have application from 1 July
2010 and addresses the accounting by an entity when the terms of a financial liability are renegotiated and
result in the entity issuing equity instruments to & creditor to extinguish all or part of the financial liability.
They have been assessed as having nc impact on the Hospital.

AASB 2009-14, Amendments to Australian interpretation- Prepaymenis of a Minimum Funding
Requirernent, has application from 1 July 2011 and makes limited-application amendments to Interpretation
14 AASB 119 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Inferaction .
This standard has been assessed as having no impact on the Hospital,

AASB 2010-1, Amendments to Ausiralian Accounting Standards- Limited Exempfion from Comparative
AASB 7 Disclosures for First-time Adopters, has application from 1 July 2010 and provides additional
exemption on IFRS transition in relation to AASB 7 Financial Instruments: Disclosures , to avoid the potential
use of hindsight and to ensure that first-time adopters are not disadvantaged as compared with current IFRS-
compliant preparers. This standard has been assessed as having no impact on the Hospital.



Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

AAGE 2010-2, Amendments to Australian Accounting Standards arising from Reduced Disclosure
Requirements , has application from 1 July 2013 and determines disclosures in Australian Accounting
Standards from which Tier 2 entities are exempt. This standard has been assessed as having no material
impact on the Hospital.

AASB 2010-3 and AASB 2010-4, Amendments to Australian Accounting Standards arising from the Annual
Improvements Project, have application from 1 January 2011 and amend a number of different Australian
Accounting Standards. These standards have been assessed as having no material impact on the Hospital,

Other significant accounting polices used in the preparation of these financial statements is as follows:

a) Employee Benefits and Other Provisions

i)

ii)

Salaries & Wages, Annual Leave, Sick Leave and Qn-Costs

At the consolidated ievel of reporting, liabilities for salaries and wages (including non menetary
benefits), annual leave and paid sick leave that are due to be settled within 12 months after the
end of the period in which the employees render the service 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 setiled.

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 menths are reported as "Short Term". On costs of 17% are applied to the
value of leave payable at 30 Jung 2010, such on-costs being consistent with actuarial
assessment (Comparable on costs for 30 June 2009 were alsc 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 futura.

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

Long Service Leave and 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.

L.ong Service Leave provisions are measured on a short hand basis at an escalated rate of
18.3% (9.8% at 30 June 2009) for all employees with five or more years of service. The
escalation applied is consistent with actuirarial 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 Hospital's 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-menetary revenue item described as "Acceptance by
the Crown Entity of Employee Benefits". Any liability atiached 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 (ie 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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Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

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 outilow of resources will be required to settle the
obligation; and a reliable estimate can be made of the amount of the obligation.

Insurance

The Hospital's insurance 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 claim experience.

Finance Costs

Finance costs are recognised as expenses in the period in which they are incurred in accordance
with the NSW Department of Health Mandate.

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

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

Hendering of Services

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

Patient Feas

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 methed as set out in AASB139, Financial
Instruments: Recognition and Measurament. Rental revenue is recognised in accordance with
AAGB117, Leases, on a straight line basis over the lease term. Dividend revenue is recognised in
accordance with AASB118, Revenue, when the Hospital's right fo receive payment is established.

Royalty revenue is recognised in accordance with AASB 118 on an accrual basis in accordance with
the substance of the relevant agreement.

Debt Forgiveness

Debts are accounted for as extinguished when and only when settlement occurs through repayment
or replacemeant by another liability.

Use of Hospital Facililies

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 receipis generated
* the residue of the Private Practice Trust Fund at the end of each financial year, such sum
being credited for Hospital use in the advancement of the Hospital or individuals within it.
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Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

Use of Outside Facifities

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 cost
method of accounting is used for the initial recording of all such services. Cost is determined as the
fair value of the services given and is then recognised as revenue with a matching expense.

Grants and Confributions

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

NSW Depariment 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 supplementations mostly for salary agreements, patient flows between
Health Services and approved enhancement projects. This allocation is included in the Statement of
Comprehensive Income before arriving at the "Result for the Year" on the basis that the allocation is
eamed in return for the health services provided on behalf of the Department. Allocations are
normally recegnised upon the receipt of Cash.

Accounting for the 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 inciuded.

Cash flows are included in the Statement of Cash Flows on a gross basis. However, the GST
components of cash flows arising from investing and financing activities which is recoverable from, or
payable te, the Australian Taxation Office are classified as operating cash flows.

Inter Area and Interstate Patient Flows
Inter Area Patient Flows

The Hospital recognises patient flows for patients they have 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 impacied
by the complexities of the coding process and the interpretation of the coding staff when coding a
patient's medicat 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 Royal Alexandra
Hospital for Children to bring to account the value of patient flows in accordance with the
Department's 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 Recurrent
Allocation.
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Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

Inter State Patient Flows

The Hospital recognises the value of inflows for acule inpatient treatment provided to residents from
other States and territories. The expense and revenue values reported within the financial
statements have been based on 2008/09 activity data using standard cost weighted separation
values to reflect estimated costs in 2009/10 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 Hospital's 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 amount 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.

Fair value is the amount for which an asset could be exchanged between knowledgeable, willing
parties in an arm's length transaction.

Where payment for an asset is deferred beyond normal credit terms, its cost is the cash price
equivalent, ie 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 o be controlled by the Hospital and are reflected as such in
the financial statements.

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

Depreciation of Property, Plant and Equipment

Depreciation is provided for on a straight-line basis ior all depreciable assets so as to write off the
depreciable amount of each asset as it is consumed over its useful life o the Hospital. Land isnota
depreciable asset. All material separately identifiable components of assets are depreciated over
their shorter useful lives.

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 Vehicles

- Sedans 12.5%

- Trucks & Vans 20.0%
Office Equipment 10.0%
Plant and Machinery 10.0%

Furniture, Fittings and Furnishings 5.0%



Royal Alexandra Hospital for Children
Notes to and forming part of the Financlal Statements
for the Year Ended 30 June 2010

“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, seawalls and water reticulation
systems.

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

Revaluation of Non-Current Assets

Physical non-current assets are valued in accordance with the NSW Depariment of Health's
"Valuation of Physical Non-Current Assets at Fair Value" policy. This policy adopts fair value in
accordance with AASB116, Properiy, Plant & Equipment and AASB140, 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, ptant and equipment is determined based on the best available market
evidence, including current market selling prices for the same or similar assels. 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-specialised 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
accounis 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 ancther 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.



k)

i

P)

Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

Impairment of Property, Plant and Equipment

As a not-for-profit entity with no cash generating units, the Hospital is efiectively exempt from AASB
136, Impairment of Assels and impairment testing. This is because AASB136 modifias the
recaoverable amount test o 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 if
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 included in the cost
of an asset, 10 the extent it is recognised as a liability.

Intangible Assets

The Hospital recognises intangible assets only if 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. Al research costs are expensed. Development costs are only capitalised when
centain 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.

Computer software developed or acquired by the Health Service are recognised as infangible assets
and are amortised over 5 to 10 years using the straight line method based on the useful life of the
asset for both internally developed assets and direct acquisitions.

Intangible assets are tested for impairment where an indicator of impairment exists. If the
recoverable amount is less than its carrying amount the carrying amount is reduced to recoverable
amount and the reduction is recognised as an impairment loss.

Maintenance

Day-to-day servicing costs or maintenance are charged as expenses as incurred, except where they
retate to the replacement of a part or component of an asset, in which case the costs are capitalised
and depreciated.

Leased Assets

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

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 compeonent and the interest expense.

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

inventories

Inventories are stated at cost, adjusted when applicable for any loss of service potential. A loss of
service potential is identified and measured based on the existence of a current replacement cost
that is lower than the carrying amount.

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



q)

r}

Royal Alexandra Hospltal for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

Loans and Receivables

Loans and receivables are non-derivative financial 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
efiective interest method, less an allowance for any impairment of receivables. Any changes are
recognised in the Result for the Year 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.

fnvestments

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 financiat
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 Result for the Year.

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 Hospitals 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. T Corp investments are made in an effort to improve interest returns on
cash batances 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 recegnised in the Result for the Year
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 in
Cther Comprehensive Income until disposed or impaired, at which time the cumulative gain or
loss previously recognised in Other Comprehensive Income is recognised in the Result for the
Year. However, interest calculated using the effective interest method and dividends are
recognised in the Result for the Year.

Purchases or sales of investments under contract that require delivery of the asset within the
timeframe established by convention or regulation are recognised on the trade date; i.e. the date the
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 io quoted current bid prices at the close of business on the Statement of Financial Position
date.
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Impairment of financial assets

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

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

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

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

De-recognition of financial assets and financial liabilities

A financial asset is derecognised when the contractual rights to the cash flows from the financial
assets expire; or if the 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 retatned 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 Hospital's continuing involvement in
the asset.

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

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 methed. Short-term
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 be paid in the future for goods and services recelved,
whether or not billed to the Hospital.

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 Result
for the Year on derecognition.

The finance lease liability is determined in accordance with AASB 117, Leases.
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Royal Alexandra Hospital for Children
Notes to and forming part of the Financlal Statements
for the Year Ended 30 June 2010

Equity and Reserves

(i) Asset Revaluation Reserve
The asset revaluation reserve is used to record increments and decrements on the revaluation
of non-current assets. This accords with the Hospital's policy on the revaluation of property,
plant and equipment as discussed in Note 2(j).

{ii) Accumulated Funds
The category "accumulated funds” includes all current and prior period retained funds.

(iii) Separate Reserves
Separate reserve accounts are recognised in the financial statements only if such accounts
are required by specific legislation or Australian Accounting Standards.

Trust Funds

The Hospital receives monies in a trustee capacity for various trusts as set out in Note 29, As the
Hospital perierms only a custedial role in respect of these monies, and because the monies cannot
be used for the achievement of the Hospital's own ohjectives, they are not brought to account in the
financial statements.

Budgeted Amounts

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

Service Group Statements Allocation Methodology

Expenses and revenues are assigned to service groups in accordance with statistical data for the
eight months ended 28 February 2010 which is then applied to the current period's financial
information. In respect of assets and liabilities the NSW Department of Health requires the Hospital to
identify those components that can be specifically identified and reported by service groups.
Remaining values are attributed to service groups in accordance with values advised by the NSW
Department of Health, eg depreciation/famortisation charges form the basis of apportioning the values
for Intangibles and Property, Plant & Equipment.



PARENT
2010 2009
5000 £000
192,169 180,707
7.380 7264
3,814 2,528
18,763 15,454
11,139 6,804
21,275 21,242
1,580 1,895
a7 26
254,176 236,918
B.g22 8,783
3,251 3ne
15,087 13,240
2,812 2,851
2,407 1678
5,810 5,519
636 214
2,864 2,429
426 a6
4,501 4,785
2,614 2,368
2120 2,715
5 -
15,688 13,152
1,744 1.218
1,79 1,621
654 467
218 170
7.829 8,211
232 2,881
3494 3,730
86,354 §2,038

Royal Alexandra Hoapltal for Childran
Notes to and forming part of the Financlal Statements
for the Yeer Ended 30 June 2010

Employee Related
Employee relatad expanses comprise the fallpwing:

Salarlas and Wagas

Awards

Superannuation - Delined Beneflt Plans
Suparannuation - Daflned Contlbution Plans
Lang Service Leave

Annyal Leavs

Workars' Compansation Insurance

Fringe Benefits Tax

Parsonnel Services

Parsonnel Services comptise Iha purchasa of the following:

Salaries and Wages

Awards

Superannugtion - Defined Benetit Flans
Supaerannuation - Delined Contribution Plans
Long Service Laave

Annual Leave

Workers' Compensation Insurance

Fringe Banaflts Tax

Other Operating Expenses

Blged and Blood Producls

Domastic Supplies and Saenvices

Drug Supplies

Food Supplies

Fuaf, Light and Powar

Genaral Expenses (See {g) balow)

Hospital Ambulance Transport Costs

Information Managemant Expenses

insurance

Maintanance {See (b) balow)
Maintenance Contracts
NewfReplacament Equipment undar $10,000
Repairs
Othar

Medical and Surgical Supplias

Postat and Telephone Cosls

Printing and Stationery

Rates and Charges

Renlal

Sperial Service Dapartments

Statf Related Costs

Trave! Related Costs

CONSOLIDATION
2010 2008
$a0a $000

192,189 180,707
7,380 7,264
3,814 3,528

16,763 15,454
11,139 5,604
21,275 21,242
1,589 1,895
27 26

254,176 238,918
8,822 9,763
3,251 3,119

15,067 13,240
2812 2,661
2,407 1,678
6,810 5519

636 914
2,864 2,428
426 B85
4,591 4,785
2,814 2,369
2,120 2715
5 -

15,686 13,152
1,744 1,218
1,761 1,621

654 467
218 170
7,829 9211
2,321 2,891
3,494 3,730
86,364 82,098




PARENT
2010 2008
$000 $000

181 204
404 454
532 87

53 24

458 205
127 123

7 1

51 36
8at 597
200 139
149 147
227 304
7 5
103 54
7% 86
512 434
2,828 2,019
6,810 5,519
4,591 4,785
4,591 4795

Royal Alexendra Hospltal for Children
Notea to and forming past of the Financizl Statemants
for the Year Endad 30 June 2010

{a) Genaral Expoenses comprise:

(b

Adverising

Books, Magazines and Joumals

Consultancins

- Operating Activitias

- Capital Works

Courier anet Freight

Auditer's Remunaration - Audit of Financial Statements
Auditor's Bemunaratien - Other Sendcas

Dala Recording and Storage

Legal Sarvices
Membership/Prolesslonal Faes
Malor Vehlgle Oparating Lease Exp - Mini Lease Payment

Ciher Operaling Loass Expensa - Minimum Lease Paymants
Payroll Sarvices

Quality Assurancafdccraditation

Security Services

Translalor Services

Olher general operating expansas

Reconcillation Tota! Malntenance
Malalenance Expense - Contracled Labour and Qther {non amployae
Related), included In Nole 5

Tolal maintenance expenses Included in Nole §

CONSOLIDATION

2010 2008
$000 $000
1w gL
404 454
532 agy
53 24
458 205
127 123

7 1

51 36
a1 597
200 138
149 147
227 304
2l 5
0 54
76 a8
512 434
2,828 2,019
8.610 5,518
4,591 4,795
4,501 4,795




PARENT
2010 2009
$000 $000
9,664 9,302
5,461 5,282
950 918
757 1,817
. 124 41
16,956 17,360
338 330
1,585 851
1,923 1,181
110 24
4 5
114 29

Royal Alexandra Hospital for Children
Notes to and ferming part of the Financial Statements
for the Year Ended 30 June 2010

Depreciation and Amortisation
Depreciation - Buildings

Depreciation - Plant and Equipment
[epreciation - Infrastructure Systems

Amortisation - Intangible Assets
Amortisation - Leased Buildings

Grants and Subsidles

Non-Government Voluntary Organisations
Other

Finance Costs

Intarest on Loans
Other Interest Chatges

Total Finance Costs

CONSOLIDATION
2010 2009
$000 s000
9,664 9,302
5,461 5,282
950 918
757 1,817
124 41
16,956 17,360
338 330
1,585 B51
1,823 1,181
110 24
4 5
114 29




PARENT
2010 2009
$ao0 5000
2,204 2,200
2,349 -

259 201
12,260 10,869
294 aog
9,720 9,742
2,161 1,492

203,005 202,846
2,200 2,318
2,151 1,978

562 678
2,366 2,801
399 837
a7 &

12 14
3,278 4,428
105 113
2,581 2,480
245,054 243,251
50,274 50,563
26,133 26,661
89,395 85,657
8,753 10,777
9,574 9,486
4,294 4,008
9,284 9,623
5,208 6,073

203,005 202,846

1,468 2,988
(16) 162
685 265
228 18
(69) 308
{21) o7

1,007 589

3,278 4,428

7,422 1,355
175 198
568 602

23 18
8,186 2,173

8.

10.

Royal Alexantra Hospital for Children
Notes to and forming part of the Financlal Statements
tfor the Year Ended 30 June 2010

Sale of Goods and Services

(&) Sale of Goods comprises the following:
Sals of Prostheses
Highly Specialised Orugs *

Pharmacy Sales

(b

=

Rendering of Sarvices comprises the following:

Patient Fees [see nate 2(d)]
Staff-Meals and Accommodation

Infrastructure Faes - Monthly Facility Charge [see Note 2{d)]

- Annual Gharge
Allocation from Inter Area Patient Inflows, NSW [see Note 9(c)]
Caleteria/Kiosk
Car Parking
Child Care Fees
Clinical Services {exciuding Clinical Drug Trials)
Commercial Activities
Fees for Medical Records
FADF Patiant Copayments
Fatient inflows from Interstate [see Note 9d)]
Salary Packaging Fee
COther

(e} Details of the Allccations recaived for Intar Area Patient Flows,

=2

NSW on an Area basls as accepted by tha NSW Department of

Haalth ara as follows:

Sydney South West

Morth Sydnay/Central Coast
Sydney West

HunterfNew England

South Eastlllawarra

North Coast

Greater Westarn

Grealer Southern

{d) Revenues from Patient Inflows from Interzstate are as follows:

Australlan Gapital Tarrlory
Morthern Termitory
Queenstand

South Australia

Tasmania

Victoria

Westem Australla

CONSOLIDATION
2010 2009
$000 $000

2,204 2,289
2,349 -
259 201
12,260 10,869
294 309
9,720 9,742
2,161 1,499
203,005 202,846
2,200 2,318
2,151 1,978
662 676
2,366 2,801
359 837

47 41

12 14
2,279 4,428
105 113
2,581 2,480
245,054 243,251

50,274 50,563

26,133 26,661

89,395 85,657

8,753 10,777
9,574 9,486
4,204 4,006
9,284 9,523
5,298 6,073
203,005 202,846
1,485 2,988
£16} 162
685 265
228 18
{65} 308
{21} 97
1,007 589
3,279 4,428

* The Commonwealth Highly Spacialised Drug pragram was varied fram 1 July 2003. Tha State now claims
on a recovery basis the cost of highly specialised drugs through Medicare (Commonwealih).

In previous years these funds were received within annual Government Allocation from the NS Department

of Health,

Investment Revenue

Investment Incomea
- T Corp Hour Glass Investment Facilities Designated at
Falr Valua through Profit or Loss
Interest - Othar
Leasa and Rental Income
Royallles

7422 1,358
175 198
566 602

23 18

H,186 2,173




PARENT
2010 2009
5000 5000
891 28
3,076 3,132
22,272 20,652
02 75
673 665
3,814 3,526
9,446 9,445
410 352
41,184 46,875
25 13
04 86
1,701 1,380
5 7
92 208
94 36
1,293 182
2,842 2,496
6,146 4,408
8,807 17,058
8,376 16,752
431 306
174 31
(257) (275)
(257) (275)
(245) {140)
(249) (140)

Notes te and forming part of the Financial Statements

11,

12.

13.

14,

Royal Alexandra Hospital for Children

for the Year Ended 30 June 2010

Grants and Contributlons

Clinical Drug Trals

Commonwesalth Government Grants
Industry Contributions/Donaticns
Cancer Institute Grants

NSW Govermnment Grants

Personnel Services - Superannuation Defined Banefits

Research Grants
Other Grants

Other Revanus
Other Revenue comprises the following:-

Bad Debts recoverad

Commissions

Conference and Training Fees

Discounts

Sale of Merchandise, Qld Wares and Bocks
Sponsership Income

Treasury Managed Fund Hindslght Adjustment
Cther

Gainf{Loss} on Disposal
Property, Plant and Equipment
Less Accumulated Depreciation

Written Down Value
Less Proceeds from Disposal

Galnf(L.oss) on Disposal of
Property, Plant and Equipment

Intangible Assets

Less Proceeds from Disposal
Gain/{L.oss) on Disposal of Intangible
Assels

Total Gainf{Less) on Disposal
Qther Galns/{Losses)

Impairment of Aeceivables

CONSQLIDATION
2010 2009
$000 $000
891 28
3,076 3,132
22,272 29,652
602 75
673 655
9,446 9,445
410 as2
37,370 43,349
25 13
94 86
1,701 1,380
5 7
g2 208
94 36
1,203 182
2,842 2,496
6,146 4,408
8,807 17,058
8,376 16,752
43t 306
174 3
(257} (275)
{257) {275)
{249) {140}
{249) {140}




15.

Notes to and forming part of the Flnanclal Statements

PARENT AND CONSOLIDATION

Condilons on Contributions

Contribullans recognisad as revenues doring the current
reparting pericd for which expenditure In the manngr
spacified had not ocourred as at balance date

Contributions recognised in amalgamaled balance as at
20 June 2008 which were nol expendad in the current
reparting period

Taotal amount of unexpendad contributians
»s at balance date

Reyal Alexandra Hospital for Childran

for the Year Ended 30 June 2010

Puzchase af Health Promotlon, Qther Total
ApBets Education and
Reseerch
$000 $000 5000 $000
853 999 2,533 4,385
- 78,909 2,736 79,644
853 77,908 5,268 B4,029

LUnspent conlributions for purchase of assets are tracked through a dedicated cost centre managad by Fundraising Dapartment.

Commenl on restricted assets appears fn Note 23



16.

Rovyal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

Service Groups of the Hospital

Service Group 1.1 -

Service Dascription:

Objective:

Service Group 1.2 -

Service Description:

Ohbiective;

Service Group 1.3 -

Sarvice Description:

Objective:

Service Group 21 -

Service Description:

Objective:

Service Group 2.2 -

Service Description:

Objective:

Primary and Community Based Services

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 alcoho! and HIV/AIDS services. It also covers the
provision of grants fo non-Government organisations for community health purposss.

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

 improved access to early intervention, assessment, therapy and treatmsnt services for
children in & heme or community setting

+ reduced rate of avoidable hospital admissions for conditions identifiad in the State Plan
that can be appropriately treated in the community.

Ahoriginal Health Services

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.

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.

Outpatient Services

This service group covers the provision of services pravided in outpatient clinics
inctuding low level emergency care, diagnostic and pharmacy services and radiotherapy
treatment.

This service group contributes to creating better experiences for childran 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.

Emergency Services

This service group covers the provision of emergency ambulance services and
treatment of children in the designated emergency departments of the Hospital.

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
transpori semvices.

Overnight Acute Inpatient Services

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

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

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

« redfuced rate of unplanned and unexpectsd hospital readmissions.



Service Group 2.3 -

Service Degcription:

Objective:

Service Group 3.1 -

Service Dascription:

Objective:

Service Group 4.1 -

Service Dascription:

Qbjective:

Service Group 5.1 -

Service Description:

Objective:

Service Group 6.1 -

Service Description;

Objective;

Royal Alexandra Hospital for Children
Notes to and forming part of the Financiai Statements
for the Year Ended 30 June 2070

Same Day Acute Inpatient Services

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

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

« timely treatmant of booked surgical children resulting in improved clinical outcomes,
quality of ife and patient satisfaction and

* reduced rate of unplanned and unexpected hospital readmissions.

Mental Health Services

This service group covers the provision of an integrated and comprehansive network of
services by the Hospital for children seriously affected by menta! ilness and mental
health problems. It also includes the development of preventative programs which meet
the naeds of specific client groups.

This service group contributes to strengthening primary health and continuing cara in
the community by working towards a range of intermediate results that includa the
following:

* improving the health, wellbeing and social functioning of children with disabling mental
disorders and

* reducing the incidence of suicide, mental health problems and mental disorders in the
community.

Rehabilitation and Extended Care Services

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

This service group contributes to strengthening primary health and continuing care in
the community and creating bstter expsriences 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
and terminally ill.

Population Health Services

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

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

+» reduced incidenca of prevantable disease and disability and

+ improved access 1o opportunities and prerequisites for good heaith.

Teaching and Research

This service group covers the provision of professional training for the needs of the New
South Wales health system. It also includes strategic investment in rasearch and
developmant to improve the heailth and wellbeing of the children of New South Wales.

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

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

» extending knowladge through scientific enquiry and applied ressarch aimad at
improving the health and wellbeing of the children of New South Wales.



Royal Alexandra Hospital for Chlldren
Notes to and forming part of the Financlal Statements
for the Year Ended 30 June 2010

PARENT CONSOLIDATION
2010 2009 2010 2009
S00D $000 $000 $000
17. Cash and Cash Equivaten!s
10,245 11,497 Cash at Bank and On Hand 10,245 11,497
73.671 57,195 Sheort Term Deposits 73,571 57,195
83,816 5E,692 83,816 68,692
Cash & Cash Equivalant assets recognised in the Statement of Financial Position are
reconciled at the end of the financial year to 1he Stalement of Cash Flows as follows:
. 83,816 68,692 Cash and Cash Equivalents {par Statement of Financial Pasltion) B3iB15 62,692
893,816 68,652 Closing Cash and Cash Equivalents (per Statement of Cash Flows) 83,616 68,682

Refer to Nole 35 for detalis ragarding crecdit risk, llquidity risk and markst riak ariging from financlal Instruments.



PARENT
2010 2009
s000 S000
2,588 2828
729 536
243 a3
1,321 551
4,148 5,046
9,036 9,300
5A1 {655}
8,455 8,645
562 530
9,037 9,175
431 518
{254y {138
25 13
44 38
246 431
224 1,312
{35} {1,190)
146 102
35 224
51 655
&0 59
80 59
60 59
60 59
(59} -
50 .
60 99
756 581
1,578 1,551
2,394 2,231

Datalls ragarding crodii rigk, Squidity risk and markal risk, Incloding financlal geseis that are alther past due or impaired

are disclosed in Note 35

Royal Alexandra Hospltal for Children
Notes to and forming part of the Financiel Statemanta
for the Yoar Ended 30 June 2010

16. Hacelvables

Current

ta) Sala of Goods and Services
Legava Mobility
NSW Dopartmant of Heallh
Goods and Services Tax
Other Dabtors

Sub Total
Less Allowance for Impairment

Sub: Total
FPropayments

{6y M in the All for Impai
Sale of Goods & Services
Balanece &l 1 July
Amounts wrilten off during the year
Amounts recoverat during the yoar
Increasef{decreasa) in Allbwance Recognised in
Resull jor the Year
Balance at 30 Juna

e} M in the: Al for Imj
Qther Deblors
Balance at 1 July
Amounls written off durlng the year

Amtunls racovered during the year

[narsasef{decraase) in Allowance Recognised in
Aesult for the Year

Balance at 30 Jurne

Non-Current
{a} Sale of Goods and Services

Sub Total
Loss Allewanca for tmpairment

Sub Totai

() M in the Al for
Sale of Goods & Services
Balaneca al 1 Jfuly
Amounts written ofl durlng the year
Amounts recovered during the year
I j )t Al Rocognised in
Rasull for the Yaar
Balanea a1 30 Juna

{c) Sale of Goods and Sendces Aecelvables
{Currenl and Mon Currant) include:
Patient Fees - Compensable
Paliant Fees - Ineligibia
Palient Feas - Other

CONSOLIDATION

2010 2009
5000 $000
2,588 2,828
729 536
243 339
1,331 651
4,145 5,048
9,036 9,300
{581) (855)
8,455 B 645
552 530
5,017 8,175
431 518
(254} {138)
25 13
44 a8
246 431
224 1,312
] {1,190)
146 102
335 224
581 655
&0 55
60 59
60 59

80 59
(59} -
59 -
69 B9
756 581
1,578 1.551
2,354 2,23




PARENT
2010 2009
$000 $000
1,577 1,361
2,443 2,305
a3 a2
126 133
223 199
553 588
4,954 4,618

Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
faor the Year Ended 30 June 2010

19.

Inventories

Current - Held for Distribution
Drugs

Medical and Surgical Supplies
Food and Hotel Supplies
Enginaering Supplies
Fundraising Merchandise

Other including Goods in Transit

CONSOLIDATION

2010 2009
$000 $000
1,577 1,361
2,443 2,305
33 32

126 133
223 19¢
553 588
4,954 4,618




PARENT
2010 2009
$000 $000
11,901 19,096
11,9 19,096

Royal Alexandra Hospital for Children

Notes to and farming part of the Financlal Statements

for the Year Ended 30 June 2010

20, Financlel Assets at Fair Value

Non-Current
Traasury Corporation - Hour-Glass Investment Facilities
- Australian Shares Sector Trust

CONSOLIDATION
2010 2009
$000 S000
11,501 19,0586
11,901 15,006

Refer to Note 35 for further information regarding credit sk, guldity risk and market risk

arising from financial investments.



PARENT
2010 2009
5000 $000

413,419 410,706

{108,300) (98,512)

305,119 312,194
106,552 105,418
(75,467) (78,381)
31,085 27,037
38,156 38,014
(10,623) (9,674)
27,533 28,340
363,737 asr.sm

21.

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

for the Year Ended 30 June 2010

Property, Plant and Equipment
Land and Buildings - Falr Valus

Gross Carrying Amount
Less Accumulated Depreciation and Impaiment

Net Carrying Amount
Plant and Equipment - Fair Value

Gross Carrying Amount
Less Accumulated Depreciation and Impairment

Net Carrying Amount
Infrastructure Systems - Falr Value

Gross Carrying Amount
Less Accumulated Depreciation and Impairmant

Net Carrying Amount

Total Property, Plant and Equipment
At Net Carrying Amount

CONSOLIDATION
2010 2008
$000 $000

413,419 410,708
(108,300) {98.512)
305,119 312,194
106,552 106,418
(75,467) (76,381)
91,085 27,037
38,156 38,014
(10,623 {9.674)
27,533 28,340
363,737 367,57




21,

PARENT AND CONSOLIDATION

Property, Plant and Equipment - Reconcillation

Royal Alexandra Hospital for Children
Notes to and forming part of the Financlal Statements
tfor the Year Ended 30 June 2010

Land Buildings Other Leased Plant and Infrastructure Total
2010 Assels Equlpment Systems

$000 $000 $000 $000 5000 $000
Met Garrying Amount at Start of Year 20,318 287,967 3,909 27,037 28,340 ag7.5em
Additions - 2,713 - 9,680 143 12,54
Reclassifications from Intangibles - - 250 - 250,
Disposals - - (431} - {431)
Depreciation Expense - (8,664) (124} {5,481} {930} {15,199
Net Carying amount at end of yelar 20,318] 281,016 3,785 31,085 27,533| 363,737

Land Buildings Other Leased Plant and Infrastructure Total

2009 Assels Equipment Systems

$000 $000 $000 $000 $000 $000
Net Carrying amount at start of year 20,720 282,391 608 28,008 27,760 360,287
Addilions 1,681 - 4,012 66 5,759
Reclassiiications to Intangibles - - - {433) - (433)
Disposals - - - {308) - (306)
Net Revalvation Increment less

Revalualion Decrements Recognised in Reserve {402) 13,432 3,342 - 1,435 17,807

Depreciation Expense - {9,302) {41) {5,282) (918) {15,543
Reclassifications - {235) - 238 {3} -
Nat Carrying Amount at End of Year 20,318 287,967 3,909 27,037 28,340 367,571

{  Land and Buildings include land owned by the Health Administration Corporation and adminisiered by the

Haspital [sea note 2{g)].

{i) Land and Bulldings at Westmead wers last valued by Mr. Paul Geldsmith, an independent valuer APP] (Cartified
Practising Valuer) Registsred Valusr Mo 3089 on 01 March 2009 [see note 2{j}). The valuer, Mr. Paul Goldsmith from tha
Land and Property Management Authority, was not an employee of the Hospital,




PARENT
2010 2009
$000 $000
9,468 9,535
{8,677 (6.057)
2,791 3,479

Notes to and forming part of the Financial Statements

22,

Royal Alexandra Hospital for Children

for the Year Ended 30 June 2010

Intangible Assets
Software

Cost {Gross Carrying Armount}
Less Accumulated Amortisation and Impairment

Total Intangible Assets at Net Carrylng Amount

CONSOLIDATION
2010 2009
$000 5000
9,468 9,535
{(6,677) (6,057)
2,71 3,478




Royal Alexandra Hospital for Children

Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2010

PARENT AND CONSCLIDATION

22. Intangibles - Reconciliations

Software Total
2010
$000 $000
Net Carrying Amount at Start of Year 3,478 3478
Additions {from internal development or acquired separately) 320 320
Reclassification to Plant & Equipment (250} (250)
Amortisation (Recognised in Depreciation and Amortisation) {757) (757)
Net Carrying Amount at End of Year 2,791 2,791
Software Total
2009
$000 $000
Net Carrying Amount at Start of Year 4,783 4,783
Additions (from internal development or acquired separately) 79 79
Reclassification from Plant & Equipment 433 433
Amortisation {Recognised in Depreciation and Amortisation) (1,817) {1,817)
Net Carrying Amount at End of Year 3,478 3,478




PARENT

2010
5000

7.990

3,209

6,889

28,955

5,268

643

3.075

2009
S000
232,

9,308

28,130

7,004

27,099

3.548

1,086

3,438

94,025

78,713

Reoyal Alexandra Hospltal for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

Restricted Asseta

The Hospltal's financial stataments includs the following

assels which are restricted by externally impased conditions, eg.
donor requirements, The assets are only available for application
In accordance with the terms of the donor restrictions.

Categary Brlef details of externally Impased condltions Including
asset category atfected

Children's Hospital Funds Donatians and Tundraisings held tor specific purchases of
equipment and / or services.

Specific Purposes Donations, eentributions and furdraisings hetd in trust for

the benefil of specilic patients, departments and / or staff group.

Ferpetually Invested Funds Funds Invested [n perpetulty, the income therefrom is used in
accordance with donors' or trustees' instructions for the benafit
of paiients and / of in support of Hospital sarvices.

Research Granls Funids held far rasearch on child health and other related
rasearch carried out by the Hospital.

Private Practlce Funds Furnds held for the use of training, education and professional
development of staff.
Bear Cottage Donaticns, contributions and fund raisings held towards the cost

of oparating Bear Coltaga, a hame for chronicatly ill children
and thair femilies, to provide them with palliative care in a home
anyironment,

Research Capital Campaign Donations, contributions and fundrajsings held for the Kids'
Reasearch Instituta building, to provide infrastructure and faclites
1o maet tha needs of research on digeases and children’s haalth.

CONSOLIDATION
2010 2009
$000 8000

7,980 9,308
31,209 28,130
6,809 7,004
28,955 27,095
5,268 3.548
643 1,086
3,075 3,428

84,029 78,713




Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

PARENT CONSOLICATION
2ma 2009 2010 2009
000 S000 S000 5000
24. Payables
Current
- - Acerued Salaries, Wages and On-Costs 3,354 8,352
174 187 Taxation and Payroll Deductions 174 187
3.354 8,352 Acerued Liability - Purchase of Parsonnet Services - -
9,646 9,074 Creditors 5,646 9,074
Other Creditors
302 774 - Capllal Works 02 778
2585 542 ~ Intra Health Liabllity 2585 542
4,055 3.210 - Olher 4,055 3,210
20,116 22,143 20,116 22,143
Detalls regarding credit risk, tiquidity risk and market risk, Including a malurlty analysls of tha above payables are disclosed in Note 385,
25, Borrowings
Current
1,124 1,131 Othar Loans and Deposiis 1,124 1,131
1,124 1,131 1,124 1,131
Mon-Current
a6 1,066 Cther Loans and Deposits 26 1,066
36 1,066 36 1,066
Other loans still to be extinguished represent monies to be repaid to the
NSW Department of Health and NSW Treasury
Final Repayment is scheduled for 31 December 2011
Repayment of Borrowings
{excluding Finance Leases}
1,124 1,131 Mot later than one year 1,124 1,131
36 1,068 Between ang and five years 36 1,066
Total Barrowings at face valua
1,160 2,197 {excluding Finance Leases) 1,160 2,197

Detalls regarding credit risk, liquidity risk and market risk, including a maturlty analysis of the abava payables ara disclosad in Nole 35.



PARENT
2010 2009
$000 $000
83,543 75,741
93,543 75,741
5,087 4,323
5,087 4,323
B3,543 75,741
5.087 4,323
3,528 8,639
92,158 §8,603

2B,

Rovyal Alexandra Hospltal for Children
Notes to and forming part of the Financial Statements

for the Year Ended 30 June 2010

Proviglons

Current Employea Benetits and Related On-Cests
Annual Leava - Short Tarm Benafit

Annugl Leave - Lang Term Banefit

Long Servica Laave - Short Term Banafit

Long Sarvice Leave - Long Term Banght

Provision for Personnel Services Liability

Tatsl Current Provisions

Non-Current Employes Benefits and Relatad On-Costs
Long Service Leava - Conditional
Pravision for Parsonnel Services Liability

Total Non-Current Previsions

Aggregate Employoe Bonefits and Releted On-Costs
Provisions - Cutrent

Provisions - Non-Current

Accrued Salaries, Wages and On-Costs (Note 24)

Accrued Liability - Purchase of Parsonnal Services fNote 24}

CONSOLIDATION
2010 2009
$000 $000
14,708 13,253
21,744 21,810
2,023 2,062
45,067 38,616
83,543 75,741
5,087 4,323
5,087 4,323
83,543 75,741
5,087 4,323
3,528 8,539
92,158 80,603




Royal Alexandra Hospltal for Children
Nates to and farming part of the Financial Statements
for the Year Ended 30 June 2010

PARENT
2010 2009
snop $000
27. Other Llabliltles
Current
79 44 Income in Advance
79 44

CONSOLIDATION
2010 2009
$000 $000
79 44
79 44

This represants fees recaived in advance from patients for which services are provided after 30 Juns 2010.



PARENT
2010 2009
000 5000
154 2,977
1,541 2,977
5,630 6,389
1,525 1,835
7,455 8,224
158 250
19¢ 2398
55 548

Royal Alexandra Hospital for Children
Notes to and forming part of the FInanclal Statements
for the Year Ended 30 June 2010

24, Commitmanta for Expanditure

(a} Capltel Commitmants
Aggregale capital expenditura for the acquisition of land and buildings, plant and equipment,
[nfraglruciure and Intangible assats, contracted for at balance date and not provided for:
Mot laler than ona yaar

Total Cepltal Expenditure Commitments {Including GST)

Of tha commitments reported at 30 June 2010 it is expecled that $1,381,055 will be mel from locally
generated monigs.

(k) Other Exponditure Commitmants
Aggregate other expendilure for operating expenses contracted for at
balance date and not provided for:
Nol later than one year
Later than one year and not later than five years

Total Other Expenditure Commitmants {Including GST}

{c) Operating Lease Commitments
Commitments In relation o non-cancellable operating leases are payable as follows:

Not later than one year
Later than one year and not later han five years

Total Operating Lease Cemmitments {Ingluding GST)

CONSOLIDATION
2010 2009
000 3000
1,541 2,977
1,541 2977
5,930 6,382
1,525 1,835
7,455 8,224
158 280
197 298
355 548

These Operating Leasas are not regognised in the Finangial Statemants as liabilifes untll due.
The {perating Leases represent rental of medical plant and equipment, computer equipment and vehicles.

{d} Contingent Asset related to Commitmants for Expenditure
The tota! of *Commilments for Expenditure” above, i.e. $9.35 million as at 30 Jung 2030 includes
input tax credits of $850,126 (this comparas with 1,067,967 for the pravious year) that are expected
to be recovarable from tha Australian Taxation Oftice.
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PARENT AND CONSOLIDATION

Trust Funds

Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

The Hospital holds trust fund moneys of $1.232 million which are used for the safe keeping of employee related monies, and private
practice trusts. These monies are excluded from the financial statements as the Hospital cannot use them for the achievement of its
objectives. The following is a summary of the fransactions in the trust account.

Cash Balance at the baginning
of the financial reporting period

Receipts

Expenditure

Cash Balance at the end
of the financial reporting period

Private Practice Trust

Employee Related Funds Total
2010 2009 2010 2009 2010 2009
$000 $000 S000 $000 S000 $000
53 48 984 999 1,037 1,045
14 23 20,498 19,122 20,512 19,145
(12} (16} {20,305) {19,137} {20,217) {18,153)
55 53 1,177 984 1,232 1,037




Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

PARENT AND CONSOLIDATION

30 Contingent Liabilities

a)

b}

Claims on Managed Fund

Since 1 July 1989, the Hospitat has been a member of the NSW Treasury Managed Fund. The Fund will
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 lizbilities exist in respect of liability claims against the
Hospital. A Se¢lvency Fund (now called Pre-Managed Fund Reserve} was established to deal with the
insurance matters incurred before 1 July 1989 that were above the limit of insurance held ar for matters
that were incurred prior to 1 July 1989 that would have become verdicts against the State. That Solvency
Fund will likewise respand to all claims against the Hospital.

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 2003/04 fund year and an interim adjustment
for the 2005/06 fund year were not caloulated until 2009/10. As a result, the 2004/05 final and 2006/07
interim hindsight calculations will be paid in 2018/11.

It is not possible for the Hospital to reliably quantify the benefit to be received.



PARENT
2010 2009
$000 $000
18,078 20,646
(16,956) {17,360}
74 1,175
(8,566) {8,212)
4,180 {a.411)
1,516 {1,267)
{257 {275)
(58,066) (36,350)
(3.698) {708)

{63,594) {48,772}

.

Royal Alexandra Hospital for Children
Notes to and forming part of the Financlal Statements
for the Year Ended 30 June 2010

Reconcillation Of Net Cash Flows from Operating Actlvitles to Nat Cost Of Servicea

Nel Cash provided by Operating Aclivities

Depracialion

Allowance lor Impalment

Accaplance by the Crown Entity of Employee Suparannuation Benafits
(Increase) Decreases In Provisions
il HD ) In Preg
{Increase) Dacreass in Craditors
Net Galn/ {Loss} on Sale of Property, Plant and Eguipment
NSW Depariment of Heallh Recurrant Allocations

NSW Depanment of Heallh Capltal Allocations

and Cther Assels

Not Cost of Services

VYeluntary Services

It is considered impracticable to quanlily the monetary value of voluntary services
provided 1o the Hospital during the year. Sarvices provided include:

. Chaplaincies and Pastoral Care - Patient & Famity Support
. Pink Ladles/Hospital Auxiliaties - Patlant Sarvices, Fund Ralsing, Assistance In

Sibling Child Care Centra, Relief Stali 1o
Adm|nisiralive Areas

. Pallenl Suppont Groups - Practical Suppart te Falients and Relallves

. Community Organisatlions - Counsalling, Health Edueation, Transport,
Book Bunker, Staright Rooms and Radie Bad Rock,

Home Help and Palient Activities

CONSOLIDATION
2010 2009
5000 $000
18,079 20,646
{16,956) {17.380)
74 1,178
(3.814) {3,526)
(8.568) 8,212
4,180 a1
1,518 {1,267)
257) 275)
{58,066) (36,360
(3,698) (708)
(67,508) (60,288}




a3.

Rovyal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

PARENT AND CONSOLIDATED
Unclaimed Moneys

Unclaimed salaries and wages ara paid to the credit of the NSW Treasury in accordance with the provisions of the
Industrial Relations Act,1996.

All money and personal effects of patients which are left in the custody of the Hospital by any patient who is discharged or
dies in tha Hospital and which are not claimed by the person lawfully entitled thereto within a period of twelve months are
recognised as the property of the 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 necessitous outgoing patients.
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Royal Alexandra Hospital for Children
Notes to and forming part of the Financlal Statements
for the Year Ended 30 June 2010
Budget Review - Parent and Consolidated

Net Cost of Services

The actual net cost of services was lower than budget by $3.0m. This was due primarily to an increase of $12.9m in
revenue compared to budget offsetting the $8.9m increase in expenditure compared to budget.

The Hospital was able to contain the expenditure increase to 2.8% compared to budget through efficient management of
resources despite the increased demand for services.

Result for the Year

The actual result for the year was also $3.0m better than budget. This was due to Govarnment contributions being in line
with budget.

Assets and Liabilities

Assets
The Current Assets were $15.8m higher than budget. This was almost entirely due to short tarm deposits and a switch
from share investmenis to strategic cash facilitigs to shisld from market volatility.

Non-current assets were $8.3m less than budget. This was largely due to the corresponding transfer to strategic cash
investments together with $1.2m reduction in praperty, plant and equipmeant compared to budget.

Total assets were $7.5m more than budget as a result of these movemants in current and non-current assets.
Liahilities

Current liabilities were $6.0m higher comparad to budget largsly due to higher employee provisions.
Non-current liability reduced by $1.5m due largely to repayment of non-current loans.

Working Capital
The Hospital's working capital was $9.8m better than budget as a result of the above movements in current assets and
current liabilities

Cash Flows

Cash flows were almost $15.7m better than budget due to $4.8m from operating activities and $12.0m from investing
activities offset by $1.0m loan repayment.

Budget Allocations

Movements in the level of the NSW Department of Healh Recurrent Allocations that have occurred since the time of the
initial aflocation on 09 June 2009 are as follows:

$000
Initial Allocation 234,000
Funding for 27th payroll costs 7,000
Other Miscellaneous Funding Allocations 4,634
Improvement Initiatives 4,000
Bloed & Blood Products 3,380
Paediatric Liver Transplants 2,730
National Mental Health Plan 2,692
Planned Surgery 1,600
Nurse Midwife Strategy Allocation 568
Building tnsurance Payment Funding 557
Intar Araa Patient Flow Adjustment {203,005)

Balance as per Statement of Comprehensive Income 58,066
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Royal Alexandra Hospital for Children
Notes to and forming part of the Financlal Statements
for the Year Ended 30 June 2010

Financial [nstruments

The Hospital's principal financial instruments are outlined below. Thesa financial instruments ariss directly
from the Hospital's 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 Hospital's main risks arising from financial instruments are outlined betow, together with
the Hospital's objectives, policies and processes for measuring and managing risk. Further
quantitative and qualitative disclosures ara included throughout these financgial statements.

The Chief Executive has overall responsibility for the establishment and oversight of risk manageament 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 ang monitor risks.
Compliance with policies is reviewed by the Audit Committee and tha Internal Audit Department on a
continuous basis.

{a) Financial Instrument Categories

PARENT AND CONSOLIDATION
Note Category Carrylng Carrylng
Amount Amount
2010 2009
$000 $000
Financial Assets
Class:
Cash and Cash Equivalents 17 NA 83,816 68,692
Receivables ' 18  Loans and 7,184 8,153
Receivables
{at amortised cost)
Financial Assets at Fair Value 20 At fair value through 11,801 19,096
profit or loss
{designated as such
upon initial
Total Financial Assets 102,901 95,941
Financial Liabilities
Borrowings 25 Financial liabilities 1,160 2,197
measured at
amortised cost
Payables 2 24 Financial liabilities 20,116 22,143
measured at
amortised cost
Total Financial Liabilities 21,276 24,340

Notes
1. Excludes statutary receivables and prepaymants {is not within scops of AASB 7)
2. Excludes statulory payables and unsamad revenue (is not within scops of AASB 7)



Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

(b) Credit Risk

Credit risk arises when thare is the possibility of the Hospital’s debtors defaulting on their contractual
obligations, resuiting in a financial loss to the Hospital. The maximum exposure to credit risk is
generally represented by the carrying amount of the financial assets (nat of any allowance for impairment).

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

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

Cash

Cash comprises cash on hand and bank balance deposited in accordance with Public Authorities
(Financial Arrangements) Act approvals. Interest is eamed on daily bank balances at rates of
approximately 4.46% in 2009/10 compared to 5.33% in the previous year. The TCorp Hour Glass Cash
Factility 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 all
amounts due. The evidance 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, Of the total frade debtors balance at year-end, $6.643M ($2009: $8.153M) related to
debtors that were not past due and not considered impaired and debtors of $0.541M (2009: $0.0M)

that were past due but not considered impaired. Together these represent 92.5% (2009: 82.6%) of total
trade debtors. The Receivables include Patient Fees Compensables which are frequently not settled within
& months of the date of the service provision due to the length of time it takes to setile legal ¢laims. 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 whoss terms
have not been renagotiated.

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

$000
2010 Total '* Past due but not impaired "2 Considered impalred ™*
<3 months overdue 541 541 -
3 months - 6 months over 241 - 241
> 6 months overdue 340 - 340
2009
<3 months gverdue 360 360
3 months - 6 months over 420 420
= & months overdue 591 591

1. Each column in the table reports "gross receivables®.

2. The ageing analysis excludes statslory receivables, as these are not within the scope of AASB 7 and excludes
receivables that ara not past dug and not impaired. Tharefore, the "total* will not recencile to the receivables total
recognised in the Statement of Financial Position,



Rovyal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

{c) Liquidity risk

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

they fall due. The Hospital continuously manages risk through menitoring future cash flows and
maturities planning to ensure adequate helding of high quality liquid assets. The objective is to
maintain a balance betwaen continuity of funding and flexibility through effective management of cash,
investments and liquid assets and liabilities.

The Hospital has negetiated no loan outside of arrangements with the NSW Department of Health
or the NSW Treasury.

During the current and prior year, thera were no defaults or breachss on any loans or payable. No
assets have been pledged as collateral. The Hospital's 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 Nota 2).

The liabilities are recognised for amounts due o 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 ne later than the end of the menth 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, eg due to
short term liquidity constraints, tarms of payment are negetiated with creditors.

The table below summarises the maturity profile of the Hospital's financial liabilities together with
the interest rate exposure.
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Royal Alexandra Hospital for Children
MNotes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

(d} Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in market prices. The Hospital's exposures fo markst risk are primarily
through interest rate risk on the Hospital’s 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 dees 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 datermined 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 Statement of
Financial Position date. The analysis is performed on the same basis for 2009. The analysis assumes
that all other variables remain constant.

Interest rate risk
Exposure to interest rate risk arisas primarily through the Hospital's interest bearing liabilities.

Howaver, the Hospital is not permitted to borrow external to the NSW Department of Health

(Sustainable Energy Development Authority loans which are negotiated through Treasury excepted).

Both SEDA and NSW Department of Health loans are set at fixed rates and therefare are

generally not affected by fluctuations in market rates. The Hospital does not account for any fixed

rate financial instruments at fair value through profit or loss or as available-for-sale. Therelore, for these.
financial instruments, a change of interast rates would not affect profit or loss or equity.

A reasonably possible change of +/-1% is used consistent with current trends in interest rates. The basis

will be reviewed annually and amended where there is & structural change in the level of interest rate volatility.
The Hospital's exposure to interest rate risk is set out below,

$'000
-1% +1%
Carrying Amount

Proflt Equity Profit Equity
2010
Financial assets
Cash and Cash Equivalents 83,818 {758) (758) 758 758
Financial Assets at Fair Value 11,801 1,666 1,666 {1,666) {1,666)
Financial Llabllities
Borrowings 1,160 - - - -
2009
Financial assets
Cash and Cash Equivalents 68,692 {613) (613} 613 613
Financial Assets at Fair Value 19,096 2,673 2,673 {2,673) {2,673}

Financial Liabilities

Botrowings 2,197 - - - -




Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

Other price risk - TCorp Hour-Glass facilities

Exposure to 'cther 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
ne direct equity investments. The Hespital holds units in the following Hour-Glass investment
trusts:

Facility Investment Sectors Investment 2010 2008
Horlzon
$'000 $'000
Cash facility Cash, money market Upto 1.5 years 8,331 8,011
instruments
Strategic  Cash, money market 1.5 years to 67,240 49,183
Cash facility and other interest 3 years

rate instruments

Australian  Listed Ausiralian property 7 years and over 11,901 19,096
Shares and Shares
facility

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 facility. Unit prices are calculated and published dafly.

NSW TCorp as trustee for each of the above faciliies is required to act in the best interest of the
unit holders 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, TCom, acts as manager for pan of the Cash and
Stratagic Cash Facilities and also managss the Australian Bond portfolic. A significant portion of the
administration of the facilities is outsourced to an external custodian.

Investment in the Hour-Glass facilities limits the Hospital's exposure to risk, as it allows
diversification across a pool of funds, with different invesiment 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% prabability). The TCorp Hour-Glass Investment facilities are designated at fair valua 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 TCorp}
multiplied by the redemption value as at 30 June each year for each facility (balance from
Hour-Glass Statement).

Impact on profitfloss
Change in unit

price 2010 2009
$'000 $'000
Hour-Glass Investment - Cash +-1% 63 80
facility
Hour-Glass Investment - +-1% 672 984
Strategic cash facility
Hour-Glass Investment - +- 24% 2,856 4,583

Australian shares facility




Royal Alexandra Hospital for Children
Notes to and forming part of the Financial Statements
for the Year Ended 30 June 2010

(e} Fair Value

Financial instruments are generally recognised at cost, with the exception of the TCorp Hour-Glass
facilities, which are maasured at fair valua. As discussed, the value of the Hour-Glass Invastments 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.

The amortised ecost of financial instrumenis recognised in the Statement of Financial Position approximates
the fair value because of the short term nature of many of the financial instruments.

{f} Fair Value recognised in the Statement of Financlal Positlon

The Hospital usas the following hierarchy for disclosing the fair value of financial instruments by valuation
technique:

Level 1 - derived from quoted prices in active markets for identical assets/iabilities.

Level 2 - derived from inputs other than quoted prices that are ocbservable directly or indirectly.

Lavel 3 - derived from valuation technigues that include inputs for the assetfliability not based on observable
market data (unobservable inputs).

Level 1 Level 2 Level 3 2010 Total
$'000 $'000 $'000 $'000
TCorp Hour-Glass Investment - 11,901 - 11,901

Fagility

(The table above only includes financial assets as no financial liabilittes were measured at fair value in the
Statement of Financial Position.}

There were no transfers between the levels during the period ended 30 June 2010.

Post Balance Date Events

On 20 April 2010 the State of NSW and the Commonwealth agreed on national health reforms to
establish Local Health Networks in NSW and to intreduce national standards for timely access to
emergency care and elective surgery.

Under the Agreement, NSW will remain responsible for system-wide planning, performance and
purchasing of public hospital services and supporting the transition process for the Commonwealth to
assume full funding and paolicy responsibility for general practice, primary health care and the national
aged care system.

On 1 July 2010 The Royal Alexandra Hospital for Children was renamed The Sydney Children's
Hospitals Network (Randwick and Westmead) {incorporating The Royal Alexandra Hospital for
Children) and the public hospital located at Randwick known as Sydney Children’s Hospital was
transferred from South Eastern Sydney and lllawarra Area Health Service to The Sydney Children's
Hospitals Network (Randwick and Westmead) (incorporating The Royal Alexandra Bospital for
Children).

END OF AUDITED FINANCIAL STATEMENTS





