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STAWELL REGIONAL HEALTH

Operating Statement
For the Year Ended 30 June 2006

Parent - Consolidated

Entity

Revenue from Operating Activities 2
Revenue from Non-operating Activities 2
Employee Benefits 2b
Non Saltary Labour Costs 2k
Supplies & Consumables C 2b
Other Expenses From Continuing Operations 2k

Net Result From Continuing Operations Before Capital &
Specific Items

Capital Purpose Income 2
Depreciation and Amortisation 3

NET RESULT FROM CONTINUING OPERATIONS

NET RESULT FOR THE YEAR

This Statement should be read in confunction with the accompanying nofes.



STAWELL REGIONAL HEALTH

Balance Sheet
As at 30 June 2006

Consalidated

Note Parent Entity :

2005
$'000

2005
$'000

ASSETS

Current Assets

Cash and Cash Equivalents
Receivables

Other Financial Assets
Inventaries

Prepayments

Total Current Assets

o~

Non-Current Assets
Receivables

Other Financial Assets
Property, Plant & Equipment
Intangible Assets

Total Non-Current Assets
TOTAL ASSETS

-
oo

20,901

LIABILITIES

Current Liabilities

Payables 11
Pravisians 12
Other Liahiiities 13
Total Current Liabilities

Non-Current Liabilities

Provisions 12
Total Non-Current Liabilities

TOTAL LIABILITIES

NET ASSETS

EQUITY

Asset Revaluation Reserve 1l4a 2,417

Restricted Specific Purpose Reserve l4a 123 123
Contributed Capital 14bh 9,107 9,107
Accumulated Surpluses/(Deficits) 14c 6,079 7,369
TOTAL EQUITY 144d 17,726 19,016

This Statement should be read in conjunction with the accompanying notes.



STAWELL REGIONAL HEALTH

Statement of Recognised Income and Expense
For the Year Ended 30 June 2006

Consolidated

Parent
Entitv

2005
‘000

2005
$'000

Gain/(loss) on Asset Revaluation 14a
NET INCOME RECOGNISED DIRECTLY IN EQUITY

Net result; for the year
TOTAL RECOGNISED INCOME AND EXPENSE FOR THE YEAR

This Statement should be read in conjunction with the accompanying notes.






STAWELL REGIONAL HEALTH
Notes To And Forming Part Of The Financial Statements For The Year Ended 30 June 2006

Note 1: Statement of Significant Accounting Policies

This general-purpose financial report has been prepared on an accrual basis in accordance with the
Financial Management Act 1994, Accounting Standards issued by the Australian Accounting Standards
Board and Urgent Issues Group Interpretations. Accounting standards include Australian equivalents to
International Financial Reporting Standards (A-IFRS).

The financial statements were authorised for issue by the Acting Chief Executive Officer Claire Letts on
18/09/2006.

Basis of preparation

The financial report is prepared in accordance with the historical cost convention, except for the
revaluation of certain non-current assets and financial instruments, as noted. Cost is based on the fair

values of the consideration given in exchange for assets.

In the application of A-IFRS management s required to make judgments, estimates and assumptions
about carrying values of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and various other factors that
are believed to be reasonable under the circumstance, the resuits of which form the basis of making the
judgments. Actual resuits may differ from these estimates.

The estimates and underiying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future

periods.

Judgments made by management in the application of A-IFRS that have significant effects on the financial

statements are disclosed throughout the notes in the financial statements.

Accounting policies are selected and applied in a manner which ensures that the resuiting financiat
information satisfies the concepts of relevance and reliability, thereby ensuring that the substance of the

underlying transactions or other events is reported.

’ The Health Service changed its accounting policies on 1 July 2004 to comply with A-IFRS. The transition
to A-IFRS is accounted for in accordance with Accounting Standard AASB 1 First-time Aﬁfoptfon of
Australian Equivalents to International Financial Reporting Standards, with 1 July 2004 as the date of
transition. An explanation of how the transition from superseded policies to A-IFRS has affected the
Health Service's financial position, financial performance and cash flows is discussed in note 25.

The Health Service has elected to apply Accounting Standard AASB 2005-04 Amendments to Accounting
Standards (June 2005), even though the Standard is not required to be adopted until annual reporting
periods beginning on or after 1 January 2006.

The accounting policies set out below have been applied in preparing the financial statements for the year
ended 30 June 2006, the comparative information presented in these financlal statements for the year
ended 30 June 2005, and in the preparation of the opening A-TFRS balance sheet at 1 July 2004, the



STAWELL REGIONAL HEALTH
Notes To And Forming Part Of The Fizancial Statements For The Year Ended 30 June 2006

Health Service's date of transition, except for the accounting policies in respect of financial instruments.
The Health Service has not restated comparative information for financial instruments, including
derivatives, as permitted under the first-time adoption transitional provisions. The accounting policies for
financial instruments applicable to the comparative information and the impact of the changes in these

accounting policies is discussed further in note 1(ae).

(a) Reporting Entity

The financial statements include all the controlled activities of the Health Service. The Health
Service is a not-for profit entity and therefore applies the additional Aus paragraphs applicable to

“not-for-profit” entities under the Australian equivalents to IFRS.

(b) Rounding Off
All amounts shown in the financia! statements are expressed to the nearest $1,000.

(c) Principles of Consolidation
The assets, liabilities, revenues and expenses of the controlled entity of the Health Service have
been included at the values shown in their audited Annual Financial Reports. Any inter-entity
transactions have been eliminated on consolidation. The consolidated financial statements include

the audited financial statements of the controlled entity listed in note 24.

(d) Cash and Cash Equivalents
Cash and cash eguivalents comprise cash on hand and in banks and investments in money market
instruments, net of outstanding bank overdrafts. Bank averdrafts are shown within borrowings in

current liabilities in the Balance Sheet.

(e) Receivables
Trade debtors are carried at nominal amounts due and are due for settiement within 30 days from
the date of recognition. Collectability of debts is reviewed on an ongoing basis, and debts which
are known to be uncollectible are written off. A provision for doubtful debts is ralsed where doubt

as to collection exists.

(f) Inventories

Inventories include goods and other property held either for sale or for distribution at no or

nomin ost in the ordinary course of business operations.
Inventories held for distribution are measured at the  wer of cost and current replacement cost.,

Cost for all other inventory is measured on the basis of weighted average cost

(9) Other Financial Assets

Other financial assets are recognised and derecognised on trade date where purchase or sale of an
investment is under a contract whose terms require delivery of the investment within the
timeframe established by the market concerned, and are initially measured at fair value, net of
transaction costs. Other financial assets are classified between current and non current assets



STAWELL REGIONAL HEALTH
Notes To And Forming Part Of The Financial Statements For The Year Ended 30 June 2006

(h)

based on the Health Service Board of Management's intention at balance date with respect to the
timing of disposal of each asset.

The Health Service classifies its other investments in the following categories: financial assets at
fair value through profit or loss, ioans and receivables, held-to-maturity investments, and
avallable-for-sale financial assets. The classification depends on the purpose for which the
investments were acquired. Management determines the classification of its investments at initial
recognition.

Investments held for trading purposes are classified as current assets and are stated at fair value,
with any resultant gain or loss recognised in profit or loss. Where the Health Service has the
positive intent and abiiity to hold investments to maturity, they are stated at amortised cost less
impairment losses.

Other investments held by the Health Service are classified as being available-for-sale and are
stated at fair value. Gains and iosses arising from changes in fair value are recognised directly in
equity, until the investment is disposed of or is determined to be impaired, at which time to the
extent appropriate, the cumutative gain or loss previously recognised in equity is included In profit
or loss for the period.

Dividend revenue is recognised on a receivable basis. Interest revenue is recognised on a time
proportionate basis that takes into account the effective yield on the financial asset.

Intangible Assets

Intangible assets represent identifiable non-monetary assets without physical substance such as
patents, trademarks, goodwill, computer software and development costs (where applicable).
Intangible assets are recognised at cost. Costs incurred subsequent to initial acquisition are
capitalised when it is expected that additional future economic benefits wilt flow to the Health
Service.
Amortisation is aliocated to intangible assets with finite useful lives on a systematic basis over the
assét’s useful life. Amortisation begins when the asset is available for use, that is, when it is in the
location and condition necessary for it to be capable of operating in the manner intended by
management. The amortisation period and the amortisation method for an intangible asset with a
finite useful life are reviewed at ieast at the end of each annual reporting period. In addition, an
assessment is made at each reporting date to determine whether there are indicators that the
intangibie asset cancerned is impaired. If so, the assets concerned are tested as to whether their
carrying value exceeds their recoverable amount.

Intangible assets with indefinite useful lives are not amortised. The useful life of intangible assets
that are not being amortised are reviewed each period to determine whether events and
circumstances continue to support an indefinite useful life assessment for that asset. In addition,
the Health Service tests all intangibie assets with indefinite useful ives far impairment by
comparing its recoverable amount with its carrying amount:

» annually, and
« whenever there is an indication that the intangible asset may be impaired.

Any excess of the carrying amount over the recoverable amount is recognised as an impairment

loss.



STAWELL REGIONAL HEALTH

Notes To And Forming Part Of The Financial Statements For The Year Ended 30 June 2006

(1)

(i}

(k)

Non Current Physical Assets
Land and buildings are measured at the amounts for which assets could be exchanged between
knowledgeable willing parties in an arm’s length transaction. Plant, equipment and vehicles are

measured at cost.

Revaluations of Non-Current Assets

Assets other than those that are carried at cost are revalued with sufficient regularity to ensure
that the carrying amount of each asset does not differ materially from its fair value. This
revaluation process normally occurs every three to four years for assets with useful lives of less
than 30 years or six to eight years for assets with useful lives of 30 or greater years. Revaluation
increments or decrements arise from differences between an asset’s depreciated cost or deemed

cost and fair value.

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 at an expense in net result, the increment is recognised as revenue in the

net result.

Revaluation decrements are recognised immediately as expenses in the net result, 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.

Revaluation increases and revatuation decreases relating to individual assets within a class of
property are offset against one ancther within that class but are not offset in respect of assets in
different classes. Revaluation reserves are not transferred to accumulated funds on derecognition
of the relevant asset.

Depreciation

Assets with a cost in excess of $1,000 are capitalised and depreciation has been provided on
depreciable assets so as to allocate their cost—or valuation—over their estimated useful lives using
the straight-line mefhod. Estimates of the remaining useful lives and depreciation method far all
assets are reviewed at least annually. This depreciation charge is not funded by the Department of

Human Services.

The following table indicates the expected use  Ives of non current assets on whic  he

depreciation charges are based.

2006 2005
Bl ings 40 Years 40Q Years
Plant 8 Equipment 5to 15 Years 5to 15 Years
Computers & Communications 3t05 Years 3to5 Years
Furniture & Fittings 5 to 10 Years 5to 10 Years
Motor Vehicles Up to 5 Years Up to 5 Years

Intangible Assets Up to 3 Years Up to 3 Years



STAWELL REGIONAL HEALTH
Notes To And Forming Part Of The Financial Statements For The Year Ended 30 June 2006

O

(m)

(n)

(o)

()

Impairment of Assets
Intangible assets with indefinite useful lives are tested annually as to whether their carrying value
exceeds their recoverable amount, All other assets are assessed annually for indications of
impairment, except for:

« [nventories;

« assets arising from construction contracts;

« assets arising from employee benefits; and

+ financial instrument assets,

If there is an indication of impairment, the assets concerned are tested as to whether their
carrying value exceeds their recoverable amount. Where an asset's carrying value exceeds its
recoverable amount, the difference is written-off by a charge to the operating statement except to
the extent that the write-down can be debited to an asset revaluation reserve amount applicabie
to that class of asset.

The recoverable amount for most assets is measured at the higher of depreciated replacement cost
and fair vaiue less costs to sell. Recoverable amount for assets held primarily to generate net cash
inflows is measured at the higher of the present value of future cash flows expected to be obtained
from the asset and fair value less costs to sell, It is deemed that, in the event of the loss of an
asset, the future economic benefits arising from the use of the asset will be replaced unless a

specific decision to the contrary has been made.

Payables
These amounts represent liabilities for goods and services provided prior to the end of the financial

year and which are unpaid. The normat credit terms are usually Nett 30 days.

Provisions

Provisions are recognised when the Health Service has a present obligation, the future sacrifice of

economic benefits is probable, and the amount of the provision can be measured reliably.

The amount recognised as a provision is the best estimate of the consideration required to settle
the present obligation at reporting date, taking into account the risks and uncertainties
surrounding the obligation. Where a provision is measured using the cashflows estimated to settle

the present obligation, its carrying amount is the present value of those cashflows.

Resources Provided and Received Free of Charge or for Nominal Consideration

Resources provided or received free of charge or for nominal consideration are recognised at their
fair value, Contributions in the form of services are conly recognised when a fair value can be

reliably determined and the services would have been purchased if not donated.

Interest Bearing Liabilities
Interest bearing Jiabilities in the Balance Sheet are recognised at falr value upon initial recognition.
Subsequent to initial recognition, all financial fabilities are recognised at amortised cost using the

effective interest method



STAWELL REGIONAL HEALTH
Notes To And Forming Part Of The Financial Statements For The Year Ended 30 June 2006

(q)

(r)

(s)

Functional and Presentation Currency

The presentation currency of the Health Service is the Australian dollar, which has also been

ldentified as the functional currency of the Health Service.

Goods and Services Tax

Revenues, expenses and assets are recognised net of GST, except for receivables and payables
which are stated with the amount of GST included and except, where the amount of GST incurred
is not recoverable, in which case GST is recognised as part of the cost of acquisition of an asset or
part of an item of expense or revenue. GST receivable from and payable to the Australian Taxation
Office (ATO) is included in the Balance Sheet. The GST component of a receipt or payment is
recognised on a gross basis in the Cash Flow Statement in accordance with AASE 107 Cash fiow

statements.

Employee Benefits
Provision is made for benefits accruing to employees in respect of wages and salaries, annual
leave, long service leave, and sick leave when it is probable that settlement will be required

and they are capabte of being measured reliabfy.

Measurement of short-term and long term benefits

Short-term employee benefits are those benefits that are expected to be settled within 12
months, and are measured at their nominal values using the remuneration rate expected to
apply at the time of settlement. They include wages and salaries, annual leave, long service
leave and accrued days off that are expected to be settled within 12 months. .

Long-term employee benefits are those benefits that are not expected to be settled within 12
months, and are measured at the present value of the estimated future cash outflows to be
made by the Health Service in respect of services provided by employees up to reporting
date. They include long service leave and annual leave not expected to be settled within 12

months.

The present value of long-term employee benefits is calculated in accordance with AASB 119
Employee Benefits. Long - term employee benefits are measured as the present value of
expected future payments to be made in respect of services provided by employees up to the
reporting date. Consideration is given to expected future wage and salary levels, experience
of employee departures and periods of service. Expected future paymeénts are discounte

using interest rates on national Government guaranteed securities with terms to maturity that

match, as closely as possible, the estimated future cash outflows.

Classification of employee benefits as current and non-current liabilities
Employee benefits provisions are reported as current liabilities where the Health Service does
not have an unconditional right to defer settlement for at least 12 months.
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STAWELL REGIONAL HEALTH
Notes To A.n_d Forming Part Of The Financial Statements For The Year Ended 30 June 2006

Consequently, the current portion of the employee benefit provision can include both short -
term benefits, that are measured at nominal values, and fong - term benefits, that are

measured at present values.

Empioyee benefit provisions that are reported as non-current liabilities also include fong -
term benefits such as non vested long service (ie where the employee does not have a
present entittement to the benefit) that do not qualify for recognition as a current liability, and

are measured at present values.

Superannuation
Defined contribution plans

Contributions to defined contribution superannuation plans are expenses when incurred.

Défined benefit plans

The amount charged to the Operating Statement in respect of defined benefit plan superannuation
represents the contributions made by the Health Service to the superannuation plan in respect to
the current services of current Health Service staff. Superannuation contributions are made to the
plans based on the relevant rules of each plan. 7

The Health Service does not recognise any defined benefit liability in respect of the superannuation
plan because the Health Service has no legal or constructive obligation to pay future benefits
relating to its employees; its only obligation is to pay superannuation contributions as they fall
due. The Department of Treasury and Finance administers and discloses the State’s defined benefit

liabilities in its financial report.

Termination Benefits

Liabilities for termination benefits are recognised when a detailed plan for the termination has
been developed and a valid expectation has been raised with those employees affected that the
terminations wilt be carried out. The liabilities for termination benefits are recognised in other
creditors unless the amount or timing of the payments is uncertain, in which case they are

recognised as a provision.

On-Costs
Empioyee benefit on-costs are recognised and included in employee benefit liabilities and costs

when the employee benefits to which they relate are recognised as liabilities.

Finance Costs

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

Finance costs include:

- interest on bank overdrafts and short-term and long-term borrowings;

- amortisation of discounts or premiums refating to borrowings;

- amortisation of ancillary costs incurred in connection with the arrangement of borrowings;

finance charges in respect of finance leases recognised in accordance with AASB 117 Leases;



STAWELL REGIONAL HEAL.TH
Notes To And Forming Part Of The Financial Statements For The Year Ended 30 June 2006

{u) Residential Aged Care Service

(v)

(w)

(x)

The Macpherson Smith Residential Aged Care Service operations are an integral part of the Health
Service and share its resources. An apportionment of land and buildings has been made based on
floor space. The results of the two operations have been segregated based on actuai revenue

earned and expenditure incurred by each operation.

Intersegment Transactions
Transactions between segments within the Health Service have been eliminated to reflect the

extent of the Health Service's operations as a group.

Leased Property and Equipment

A distinction ts made between finance leases which effectively transfer from the lessor to the
lessee substantially all the risks and benefits incidental to ownership of leased non-current assets,
and operating leases under which the lessor effectively retains all such risks and benefits. Assets
held under a finance lease are recognised as non current assets at their fair value or, if lower, at
the present value of the minimum lease payments, each determined at the inception of the lease.
The minimum lease payments are discounted at the interest rate implicit in the lease.

A corresponding liability is established and each lease payment is allocated between the principal
component and the interest expense.

Finance leased assets are amortised on a straight line basis over the estimated useful life of the
asset.

Operating lease payments are representative of the pattern of benefits derived from the leased

assets and accordingly are expensed in the periods in which they are incurred.

Revenue Recognition
Revenue is recognised in accordance with AASB 118 Revenue. Income is recognised as revenue to
the extent it is earned. Unearned.income at reporting date is reported as income received in

advance.

Amounts disciosed as revenue are, where applicable, net of returns, allowances and duties and

taxes.

Government Grants

Grants are recognised as revenue when the Health Service gains contr  f the underlying assets.
Where grants are reciprocal, revenue is recognised as performance occurs under the grant. Non-
reciprocal grants are recognised as revenue when the grant is received or receivable. Conditional

grants may be reciprocal or non-reciprocal depe  ing on the terms of the grant.

Indirect Contributions

- Insurance is recognised as revenue following advice from the Department of Human
‘Services.

- Long Service Leave (LSL) — Revenue is recognised upon fir ation of movements in LSL
liabllity in line with the arrangements set out in the Acute Health Division Hospital Circular
16/2004.



STAWELL REGIONAL HEALTH
Notes To And Forming Part Of The Financial Statements For The Year Ended 30 June 2006

(v)

(z)

(aa)

(ab)

(ac)

(ad)

Patient Fees
Patient fees are recognised as revenue at when services are performed.

Private Practice Fees
Private practice fees are recognised as revenue when services are performed.

Donations and Other Bequests
Donations and bequests are recognised as revenue when recelved. If donations are for a special

purpose, they may be appropriated to a reserve, siich as restricted specific purpose reserve.

Fund Accounting

The Health Service operates on a fund accounting basis and maintains three funds: Operating,
Specific Purpose and Capital Funds. The Health Service's Capital and Specific Purpose Funds
include unspent capital donations and receipts from fund-raising activities conducted solely in

respect of these funds.

Services Supported By Health Services Agreement and Services Supported By
Hospital And Community Initiatives

Activities classified as Services Supported by Health Services Agreement (HSA) are

substantiaily funded by the Department of Human Services and includes RACS, while

Services Supported by Hospital and Community Initiatives (Non HSA) are funded by the

Heaith Service's own activities or local initiatives and/or the Commonwealth.

Asset Revaiuation Reserve
The asset revaluation reserve is used to record increments and decrements on the revatuation of

certain land and buildings.

Restricted Specific Purpose Reserve
A restricted specific purpose reserve is established where the Health Service has possession or title

to the funds but has no discretion to amend or vary the restriction and/or condition underlying the

funds received.

Contributed Capital

Consistent with UIG Interpretation 1038 Contributions by Owners Made to Wholly-Owned Public
Sector Entities and FRD 2 Contributed Capital, appropriations for additions to the net asset base
have been designated as contributed capital. Other transfers that are in the nature of contributions

or distributions, have also been designated as contributed capital.

Net result From Continuing Operations Before Capital & Specific Items

A-IFRS allows the inclusion of additional subtotals on the face of the operating statement when
such presentation is relevant to an understanding of an entity’s financial performance. The financial
report includes an additional subtotal entitled “*Net result From Continuing Operations before

Capital & Specific Items”,

Capital and specific items, which are exciuded from this sub-totai, comprise:
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Notes To And Forming Part Of The Financial Statements For The Year Ended 30 June 2006

= Capital purpose income, which comprises all tied grants, donations and bequests received for
the purpose of acquiring non-current assets, such as capital works, plant and equipment. It
also includes donations of plant and equipment (refer note 1 (p)). Consequently the
recognition of revenue as capital purpose income is based on the intention of the provider of

the revenue at the time the revenue is provided.

«  Specific income/expense, comprises the following items, where material:

. Non-current asset revaluation increments/decrements

. Impairment of non current assets, includes all impairment losses (and reversal of previous
impairment losses), related to  n current assets only which have been recognised in
accordance with note 1 (1)

= Depreciation and amortisation, as described in note 1 (k}

«  Assets provided free of charge, as described in note 1 {o)

« . Expenditure using capitai purpose income, which comprises expenditure using capital purposé
income which falls below the asset capitalisation threshold and therefore does not result in
the recognition of an asset in the balance sheet. The asset capitalisation threshold is set at
%1000 (2005: $1000).

(ae) Financial Instruments - Adoption of AASB 132 and AASB 139

The Health Service has elected not to restate comparative information for financial instruments
within the scope of AASB 132 Financial Instruments: Presentation and Disclosure and AASB 139
Financial Instruments: Recognition and Measurement, as permitted on the first-time adoption of A-
IFRS.

The accounting policies applied to accounting for financial instruments in the current financial year
are detailed in notes 1{d)}, 1{g) and 1(m). The following accounting policies were applied to

accourting for financial instruments in the comparative financial year:
Cash and cash equivalents

Cash and cash equivalents comprised of cash on hand and in banks and investments in money

market instruments, net of outstanding bank overdrafts.

Other Financial Instruments

Other financial instruments were measured at cost and were classified between current and non
current assets based on the Health Service Board of Management's intention at balance date with
respect to the timing of disposal of each asset. Interest revenue from other financial asset{s was

brought to account whe t was earned.



The effect of adopting AASB 132 and AASB 139 on the balance sheet as at
1 July 2005 is shown below:

STAWELL REGIONAL HEALTH

Parent
Entity

4 Consolidated

30-Jun-05
$'000

- 30~Jun-05
'000

ASSETS

Current Assets

Cash and Cash Equivalents
Receivables

Other Financial Assets
Inventories

Prepayments

Total Current Assets

Non-Current Assets
Receivables

Other Financiat Assets
Property, Plant & Equipment
Intangibie Assets

Total Non-Current Assets
TOTAL ASSETS

LIABILITIES

Current Liabilities
Payables

Provisions

Other Liabilities

Total Current Liabilities

Non-Current Liabilities
Provisions

Total Non-Current Liabilities
TOTAL LIABILITIES

NET ASSETS

EQUITY
Asset Revaluation Reserve
Restricted Specific Purpose Reserve
Contributed Capital

Accumulated Surpluses/(Deficits}
TOTAL EQUITY

Carrying
amount at
30/06/05

Financial assets:

Cash at Bank

Short Term Money Market
Trade debtors

Other receivables
Deposits

Financial liabilities:
Trade creditors & accruals
Borrowings

Monies held in Trust






STAWELL REGIONAL HEALTH
Note 2a: Analysis of Revenue by Source

H"P“rimary
Health

2006
$'000

Revenue from Services Supported by Health Services
Adreement
Government Grants

~ Department of Human Services

- Commonweaith Government

Residential Aged Care Subsidy
- Other

Indirect contributions by Department of Human Services*

- Insurance

- Long Service Leave
Capital Purpose Income (refer note 2)
Patient and Resident Fees (refer note 2c)
Residential Accommodation Payments { refer note 2¢)
Other
Sub-Total Revenue from Services Supported by Heaith
Services Agreement

1,347

Revenue from Services Supported by Hospital and
Community Initiatives
Internat and Restricted Specific Purpose Fund

- Private Practice and Other Patient Activities

- Diagnostic Imaging

- Catering

- Property Income

- Other (include any activity not stated above)

Other Activities

Capital Purpose Income (refer note 2)
Net Galn/{Loss) from Disposal of Non Current Assets (refer note 2d
Assets Received Free of Charge {refer note 3e)

Donations & Bequests

Specific Income (refer note 3q)

Others

Sub-Tetal Revenue from Services Supported by Hospital and
Community Initiatives

Total Revenue from Operations

*Indirect contributions by Department of Human Services:
Department of Human Services makes certain payments for long service leave and insurance on behalf of the Health Service. These amounts have been brought to account in
determining the operating result for the year by recording them as revenue and expenses.






STAWELL REGIONAL HEALTH
Note 2b: Analysis of Expenses by Source (Continued)

Primary
Health

2006
$'000

Other Expenses
Domestic Services & Supplies
Fuel, Light, Power and Water
Motor Vehicle Expenses
Repairs & Maintenance
Maintenance Contracts
Bad & Doubtful Debts
Other Administrative Expenses
Other
Sub-Total Expense from Services Supported by
Hospital and Community Initiatives

Depreciation and Amortisation {refer note 3)
Auditor-General's (refer note 22)
Other

Total Expenses from Continuing Operations

Consol'd

2006
$'000







STAWELL REGIONAL HEALTH

Note 2e: Analysis of Expenses by Internal and Restricted Specific
Purpose Funds for Services Supported by Hospital and Community
Initiatives

- Parent Entity | Consolix Consolidated

2005 2005
$'000 $'060
Private Practice and Other Patient Activities
Laboratory Medicine -
Diagnostic Imaging 506 506
Pharmacy Services -
Catering 158 158
Other 133 133
Other Activities
Fundraising and Community Support 81 88
TOTAL 878 885




STAWELL REGIONAL HEALTH
Note 3: Depreciation and Amortisation

Parent Entity Consolidated

2005 2005

$'000 $'000
Depreciation
Buildings 321 321
Plant & Equipment 226 226
Computers and Communication 29 29
Furniture and Equipment 16 16
Motor Vehicles 74 74
Totai Depreciation 666 666
Amortisation
Intangible Assets 15 15
Total Amortisation 5 15
Total Depreciation & Amortisation 681 681




STAWELL REGIONAL HEALTH
Note 4: Cash and Cash Equivalents

For the purposes of the Cash Flow Statement, cash assets includes cash on hand and in banks, and short-term deposits which are
readily convertible to cash on hand, and are subject to an insignificant risk of change in value, net of outstanding bank overdrafts.

TParentEntity. Parent Entity | Consolidated Consolidated

Cash on Hand
Cash at Bank
Short Term Money Market

TOTAL

Represented by:
Cash for Health Service Operations {as per Cash Flow Statemen
Cash for Monles Held in Trust

- Cash at Bank

TOTAL




STAWELL REGIONAL HEALTH
Note 5: Receivables

Parent Entity
2005

$'000

CURRENT
Inter Hospital Debtors
Trade Debtors
Patient Fees
Accrued Investment Income
Accrued Revenue - Other

Consolidated
2005
$'000

TOTAL

LESS Provision for Doubtfui Debts
Trade Debtors
Patient Fees

TOTAL CURRENT RECEIVABLES

NON CURRENT
DHS - Long Service Leave

TOTAL .

TOTAL NON-CURRENT RECEIVABLES
TOTAL RECEIVABLES

BAD AND DOUBTFUL DEBTS
Trade Debtors
Patient Fees




STAWELL REGIONAL HEALTH
Note 6: Other Financial Assets

Operating
Fund
$'000

Capital
Fund
‘000

CURRENT
Aust. Dotiar Term Deposits -

NON CURRENT
Investments - Government Instrumentaiitie: -

TOTAL

Represented by:

Health Service Investments
Foundation investments
TOTAL




STAWELL REGIONAL HEALTH
Note 7: Inventories

CURRENT

Pharmaceuticals - at cost

Catering Supplies - at cost
Housekeeping Supplies - at cost
Medical and Surgical Lines - at cost
Engineering Stores - at cost
Administration Stores - at cost
TOTAL CURRENT INVENTORIES

TOTAL INVENTORIES

Consolidated

2005
$'000




STAWELL REGIONAL HEALTH
Note 8: Other Assets

Consolidated
2005
$'000

Parent Entity
2005
$'000

CURRENT
Prepayments

TOTAL







Note 9: Property, Plant & Equipment (Continued}

Reconciliations of the carrying amounts of each class of asset at the bepinning and end of the pravious and current finandial year is set out below.

Mator
Vehicles

006

Balance at 1 July 2004

Additions

Disposals

Transfer to Buildings

fevaluation increments/{decrements)
Depreciation and Amortisation (note 3}
Baiance at 1 July 2005

Additions

Disposais

Transfer to Buildings

Depreciation and Amortisation (note 3)
Balance at 30 June 2006

Land and buildings carried at valuation

An indepandert vaiuation of the Health Service's fand and buiidings was performed by Valuel to determine the falr vaive of

the land and buildings. The valuation, which conforms to Australian Vaiuation Standards, was determined by reference to the amounts for which assets
couid be exchanged between knowledgeable wifiing parties in an arm’s iength transaction. The vaiuation was based on independent assessments.

The effective date of the valuation is 30/06/2005.



STAWELL REGIONAL HEALTH
Note 10: Intangible Assets

Consolidated
2005
$'000

Parent Entity
2005

Computer Software
Less Accumulated Amortisation and Impairme

Total Written Down Value

Trade Marks

$'000

Balance at 1 July 2004
Amortisation (note 3)
Balance at 1 July 2005
Additions

Amortisation (note 3)
Balance at 30 June 2006




STAWELL REGIONAL HEALTH
Note 11: Payables

Consclidated

Parent Entity

2005 2005

$'000 $'000
CURRENT
Trade Creditors 490
Accrued Expenses 250
GST Pavable 171
DHS 231
TOTAL 1,142




STAWELL REGIONAL HEALTH
Note 12: Provisions

Parent Entity Consolidated

2005 2005
$'000 $'000
CURRENT
Employee Benefits (refer Note 12a)
1,659 1,659
TOTAL 1,659 1,659

NON-CURRENT

Employee Benefits (Note 12a) 259

259

TOTAL 259

259 ¢




STAWELL REGIONAL HEALTH
Note 12a: Employee Benefits

Parent Entity

olidated: Consolidated

2005 2005
$'000 $'000
CURRENT
Long Service Leave
- short -term benefits at nominal value 320 320
~ long-term benefits at present value 5§53 553
Annual Leave
short term benefits at nominal value 675 675
Accrued Wages and Salaries 84 | 84
Accrued Davys Off 27 27
TOTAL 1,659 1,659
NON-~CURRENT
Long Service Leave 259 259
TOTAL 259 . 259
Movement in Long Service Leave:
Balance at start of year 291 991
Provision made during the year 260 260
Settlement made during the vear (119): {119)
Balance at end of year 1,132 | 1,132




STAWELL REGIONAL HEALTH
Note 13: Other Liabilities

Parent Entity
2005

$'000

CURRENT

Monies Held in Trust*
- Patient Monies Held in Trust
- Medical Providers Monies held in Trust
- Staff Monies Held in Trust

Revenue in Advance

Interest free Loan

Total Current

Totai Other Liabilities

* Total Monies Held in Trust
Represented by the foliowing assets:
Cash Assets (refer to Note 4)

TOTAL

Consolidated
2005
$'000




STAWELL REGIONAL HEALTH
Note 14: Equity & Reserves

Consolidated

2005
$'000

(a) Reserves
Asset Revaiuation Reserve

Bailance at the beginning of the reporting period
Revaluation Increment/(Decrements)

- Land

- Buildings

* Balance at the end of the reporting period
* Represented by:

- Land
- Buildings

Restricted Specific Purpose Reserve
Balance at the beginning of the reporting period

Transfer to and from Restricted Specific Purpose Reserve
Balance at the end of the reporting period

Total Reserves

{b) Contributed Capital
Balance at the beginning of the reporting period

Balance at the end of the reporting period

{c) Accumuiated Surpiuses/{Deficits)
Balance at the beginning of the reporting period
Net Result for the Year

Transfers to restricted purposes Reserve

Balance at the end of the reporting period

(d) Equity
Total Equity at the beginning of the reporting period
Total Changes in Equity Recognised in the Operating

Statement
Total Equity at the reporting date

19,016




STAWELL REGIONAL HEALTH
Note 15: Reconciliation of Net Result for the Year to Net Cash Inflow/(Outflow) from

Operating Activities

Parent Entity | i Consolidated
2005

'000

MNet Result for the Year

Depreciation & Amortisation

Provision far Doubtful Debks

Net {Gain)/Loss from Sale of Plant and Eauipment
Increase/{Decrease) in Payables
Increase/{Decrease) in Emplovee Benefits
{Increase}/Decrease in Inventories
{Increase}/Decrease in Prepayments
{Increase)/Decrease in Other Current Assets
{Increase)/Decrease in Recetvables
(Increase)/Decrease in other Current Liabilities

NET CASH INFLOW/{OUTFLOW) FROM OPERATING ACTIVITIES




STAWELL REGIONAL HEALTH
Note 16: Financial Instruments

{a) Risk Mpnagament Policies

The Health Service's risk management framewark is based an the Australian Standards and has an overaching policy which relates

to areas such as clinical governance, workforce management, finance and cash management, information technology and asset managament.
The aim is that risk management !s seen as a core comporient of service dafivery and that high or extrame risks ara managed at

an appropriate level of seniority. A consistent risk assessment and management tee! Is used across alf sk araas.

The risk register is reviewed and updated by the risk management committee and is independty reviewed by our infernal auditors.
Management of risk s integrated inte the Health Services 3 year Strategic Plan which is reviewed on a quarterly

basis by the Board of Gavernance.

{b} Significant accounting policies

Details of the significant accounting policies and mathods adopted, induding the criteria for recognition, the basis of measurement
and the basis on which income and expanses are recognisad, in respect of each class of financial asset, financial liability and
equity instrument are disclosed In note £ to the financial statements,

{¢} Interest Rate Risk Exposure
The Hea'th Service's exposure 10 interest rate risk and effective waighted sverage imenest REe by maturity pariods is sat out in the following table.
For interest rates appiicable to each class of asset or lability refer to individual notes to the financlal statements, Exposures arise predominantly

from assets and liabilitias bearing varizble interest rates.

Interest rote exposure as at 30/06/2006

Fixed interest rate maturing
I
Cver 2 to Qver 4 to : Kon ; i Consolidated
3 H
years years Jnterest

Bearing

$000

Financial Assets

Cash at Bank

Short Terrn Money Market
Other Financial Assets
Trade debtors

Other recaivables

Tetal Financlial Assets

Financial Llabilities

Trade creditors and accruals
Borrowings

Monies heid in trust

Total Financial Liabilities

Net Financial Asset/Labitities

1,120

us——
*Weightad average or effective Interest rates for each class of assets

== Includes $7000 CPI indexed bonds {indudad in fixed interest rate maturing aver five years}

Interast rate exposure as at 30/06/2005

Fixed interest rate mnturinz
1 year Over §

 * Welghted

or less Averape
Interest
Hates
(%)
Financial Assets
Cash st Bank 4.5
Short Term Money Market £.5
‘Trade debtors o
G

Othar receivables
Depasits
Total Financla! Assets

5.5

Financlal Liabilities

Trade ¢reditors and accruals
Borrowings

Monies heid in trust

Total Financial Liabititles

Net Financial Assat/Liabilities

* Weighted average or effective interest rates for each class of assets
** Includes $'000 CPI indexed bends (included in fixed interest rate maturing over five years)

{d) Credit Risk Exposure

Credit risk represents the loss that would be recognised if counterparties fail to meet their obiigations under the respective contracts st meturity. The
cred# risk on financial assats of the entity have been racognised on the Balance Sheet, s the carrying amount, net any

provisions for doubtful debts. (Indicate whather the Health Service is materially exposed to any individual debtor}.

{e) Falr Value of Financial Assets and Liabilitles
The carrying amount of financial assets and Habllities contained within these financial statements I$ representative of the fair vslua of each financial

asset or liabikty,






STAWELL REGIONAL HEALTH
Note 17: Commitments

Parent Entity Consolidated
2005 2005
$'000 $'000

Capital Commitments
Land and Buildinas 712 712
Plant and Equioment - -
Total Capitai Commitments 712 712
Land and Buildinas
Not iater than one vear 712 712
Plant and Equipment
Not later than one vear - -
Sub Total 712 712
Totai
Lease Commitments
Commitments in refation to leases contracte
for at the reporting date:
QOperating Leases 160 160
Sub Total 160 160
Total Lease Commitments 160 160
Operating Leases
Non-cancellable
Not iater than one vear 3z 32
Later than one vear and not later than 5 vea 128 128
Sub Total 160 160
TOTAL 160 160

The weighted average interest rate implicit in leases is 6.92% (2005 - 6.92%).



STAWELL REGIONAL HEALTH

Note 18: Contingent Assets & Contingent Liabilities

As at June 30 2006 Stawell Regional Health has no knowledge of any contingent assets or liabiiities
(Nit for June 30 2005).



STAWELL REGIONAL HEALTH
Note 19: Superannuation

Superannuation contributions for the reporting period are included as part of employee benefits and on-costs in the
Cperating Statement of the Health Service.

The name and details of the major employee superannuation funds and contributions made by the Health Service
are as follows:

Contibution for the Year

Parent Consclidated
2005 2005
$'000 $'000
FUND
Health Super 796
HESTA 8
TOTAL 804
Contibution Outstanding at Year End
Parent Consclidated
2005 2005
$'000 $'000
FUND
Health Super -
Hesta -
TOTAL -

The bases for contributions are determined by the various schemes,

The unfunded superannuation liability in respect to members of State Superannuation Schemes and Health
Super Scheme is not recognised in the Baiance Sheet. Stawell Regional Health's total unfunded
superannuation Hability in relation to these funds has been assumed by and is

reflected in the financial statements of the Department of Treasury and Finance.

The above amounts were measured as at 30 June of each vear, or in the case of employer contributions they
relate to the years ended 30 June.

All empioyees of the Health Service are entitled to benefits on retirement, disability or death from the
Government Employees Super Fund. The defined benefit fund provides defined lJump sum benefits
based on years of service and annual average salary.






STAWELL REGIONAL HEALTH
Note 20: Segment Reporting (continued)

The major products/services from which the above segments derive revenue are:

Business Segments Services

Residential Aged Care Services (RACS) High and Pyschogeriatric Aged Care
Acute Health Acute Medical & Surgical Services
Others (List)
. Physiotherapy, Podiatry, Dietetics & Speech
- Primary Health pathology
- District Nursing
- Radiology Service
- Catering Services
- Day Centre
- Phone triage
- Consuiting Rooms
-Fundraising

Geographical Segment

Stawell Regional Health operates predominantly in the Grampians region in Victoria.
100% of revenue, net surpius from ordinary activities and segment assets relate to
operations in the Grampians region, Victoria.






STAWELL REGIONAL HEALTH
Note 22: Remuneration of Auditors

——— — DT ECr———

Audit fees paid or payable to the Victorian Auditor-General's
Office for audit of the Health Services current financial report
Paid as at 30 June

Payable as at 30 June
Total Paid and Payable




STAWELL REGIONAL HEALTH
Note 23: Events Occurring after the Balance Sheet Date

No significant events ocurred after the reporting date (Nif, 2005).



STAWELL REGIONAL HEALTH
Note 24: Controlled Entity

Stawell District Hospital Foundation
A deed of settlement was executed on December 18, 1989 to establish the Stawell District Hospital Foundation.

The purpose of the Foundation is to establish a charitable fund to which any person, corporation or association
may contribute for the purpose of providing maoney, property and benefits to Stawell Regional Health,



STAWELL REGIONAL HEALTH

Note 25: Impacts of the adoption of Australian equivalents to
International Financial Reporting Standards

Following the adoption of Australian equivalents to International Financial Reporting Standards (A-IFRS), the
Health Service has reported for the first time in compliance with A-IFRS for the financial year ended 30 June
2006.

Under A-IFRS, there are requirements that apply specifically to not-for-profit entities that are not consistent
with IFRS requirements. The Health Service is established to achieve the objectives of government in
providing services free of charge or at prices significantly below their cost of production for the collective
consumption by the community, which is incompatible with generating profit as a principal objective.
Consequently, where appropriate, the Health Service applies those paragraphs in Accounting Standards
applicable to not-for-profit entities.

The Health Service changed its accounting policies, other than its accounting policies for financial
instruments, on 1 July 2004 to comply with A-IFRS. The Health Service changed its accounting policies for
financia!l instruments on 1 July 2005 (refer note 1{ae)). The transition to A-IFRS is accounted for in
accordance with Accounting Standard AASB 1 First-time Adoption of Australian Equivalents to International
Financial Reporting Standards, with 1 July 2004 as the date of transition. An explanation of how the
transition from superseded policies to A-IFRS has affected the Health Service’s financial position, financial
performance and cash flows is set out in the following tables and the notes that accompany the tables.



STAWELL REGIONAL HEALTH
Effect of A-IFRS on the Balance Sheet as at 1 July 2004

Parent Co_ngolidated

Note Effect of Previous
transition to

A-IFRS
$'000

ASSETS

Current Assets

Cash and Cash Equivalents

Receivables

Other Financial Assets

Inventories

Prepayments

Non-Current Assets Classified as Held For Sale
Other Assets
Total Current Assets

Non Current Assets

Receivables

QOther Financial Assets

Property, Plant & Equipment E
Intangible Assets E

Total Non Current Assets
TOTAL ASSETS

LIABILITIES

Current Liabilities

Payabies

Pravisions C
Other Liabilities

Total Current Liabilities

Non-Current Liabilities

Provisians C
Total Non-Current Liabilities

TOTAL LIABILITIES

NET ASSETS

EQUITY

Asset Revatuation Reserve
Restricted Specific Purpose Reserve
Contributed Capital

Accumulated Surpluses/{Deficits)
TOTAL EQUITY




STAWELL REGIONAL HEALTH

Effect of A-IFRS on the Operating Statement for the
financial year ended 30 June 2004

No differences between Australlan GAAP and A-IFRS have been identified as potentlally having a material impact on
the Health Service's financial perfarmance after the adaption of A-IFRS,

Effect of A-IFRS on the statement of cash flows for the
financial year ended 30 June 2004

There are no materiat diferences between the cash flow statement presented under A-IFRS and the statement of
cash flows presented under the superseded palicies,

Notes to the reconciliation of income and equity

A. Impairment of assets,

AASH 136 Impairment of Assets requires assets to be assessed for indicators of impairment each year.,

This Standard appties to alf assets, other than inventories, financial assets and assets arlsing from constructon contracts,
regardtess of whether they are maasured on a cast or fair value basis. If Indicators of impairment exist, the carrying value

of an asset will need to’'be tested to ensure that the carrying value does not exceed Its recoverable amount, which is the higher
of its value-in-use and Falr value less costs to sell. For not-for-profit entities, value-in-use of an asset is generally Its depreciated
replacement cost.

An impairment test was conducted on transition date, 1 July 2004, which indicated no impairment loss,

B. Property, Plant and Equipment.

When an asset Is Initially recognised, AASB 116 Property, Plant and Equipment requires the capitalisation of costs of dismantling

and rernoving an asset and restoring the site on which the asset was created, together with the recegnition of a provision

at present value In 2coordance with AASB 137 Pravisions, Contingent Liabilities and Contingent Assets. These costs

(and the related provisions} were not recognised under Australian GAAP and the Health Service used to expense such costs

as they were incurred. There were no significant costs of dismantling and remowving an asset and restoring the site identified

by the Health Service,

For property, plant and equlpmant that are measured under the revaluation model, not-for-profit entities are nat required to
establish the asset’s true historical cost under AASB 1156 or deemed cost because there is no requirement for riot-for-profit entities to:

= restate the revaluatlon reserve on date of transition to A-IFRS; or
» disciose the carrying amount of each revalued class of property, plant and equipment that would have been recognised had
the assets baen carried under the cost model.

As @ conseguence, the Health Service has elected not to apply the deemed cost exemption provided under AASBE 1 and continues
to present the previous AGAAP cumulative revaluation reserve relating to each class of property, plant and equipment.

C. Empioyee Benefits.

Under previous Australian Accounting Standards, employee banefits such as wages and salarles, annual leave and sick leave
are required to be measured at their ngminal amount regardless of whather they are expected to be settled within

12 months of the reporting date. On adoption of A-IFRS, a distinction Is made petween short-term and long-term employee
benefits and AASB 115 Empioyee Benefits requires llabilities for short-term employee benefits to he messured at nominal
amounts and [iabiitles for long-term emplayee benefits to be measured at present value. AASB 119 defines short-term
employee benefits as employee benefits that fall due whally within twelve months after the end of the period in which the
employees render the related service. Therefore, llabilities for employee benefits such as wages and salarles, annual leave
and sick leave are required to be measured at present vaiue where they are not expected to be settied within 12 months

of the reporting date.

Tnere was no materlal quantity effect of the above requirement on the Health Service’s balance sheet as at 30 June 2004.

Employee herefit provisions are reported as current liabilities where the Health Service does not have an unconditional
cight to defer settlement for at feast 12 manths. Consequently, the current portion of the empioyee benefit provision can
inciude both short-term beneflts, that are measured at nominal values, and long-term benefits, that are measured at present values,

Employee benefit provisions that are reported as non-current llabilities also include long-term benefits such as non vested
long service {eave (ie where the employee does not have a present entltlement to the benefit) that do not quailfy for
recognition as a current Hability, and are measured at present vaiues.

The effect of the above requirement on the Health Service’s balance sheet as at 30 June 2004 was a decrease In non current
employee benefits provisions and Increase in current employee benefits provision of $528 400,

D. Inventories held for distribution.

Under previous AGAAP, costs of goods and services to be distributed for no consideration or at a nominal amount were expensed
when Jncurved. The new Standard on inventories requires such costs to be capltalised as inventories held for distribution and
expensed when distributed. Inventories held for distribution will be measured at the lower of cost and current replacernent cast.
Inventories other than inventories held for distribution will continue to be measured at the lower of cost and net realisable value.

There was no material quantity effect of the above reguirement on the Health Service's Balance Sheet as at 30 June 2004,
E. Intangible Asgets.

Under previous AGAAP costs incurred on research and development projects were deferred to future periods to the extent that
they were expected beyond reasonahle doubt to be recoverable. Under AASE 138 Intangible Assets, costs incurred in the

research phase are not permitted to be recognised as an asset and are expensed when Incurred, Only expenditures Incurred In the
development phase are permitted to be recognised as an asset to the extent that they satisfy the criteria of AASB 138. Accordingly,
research costs previously capitalised as intangible assets were derecognised at the date of transition with the resulting adjustment
made against accumulated funds. Intangible assets are also subject to annual tmpairment tests under AASB 138.

There was no materal quantity effect of these requirements on the Health Service's balance sheet 25 at 30 June 2004,

The Health Service has reciassified software previously included In Property, Piant and Equlprent as Intangible Assets as they
satisfy the criteria of AASB 138,

F. Accumulated Surpius

Above adjustments have no effect on accumulated surplus.



STAWELL REGIONAL HEALTH
Effect of A-IFRS on the Balance Sheet as at 30 June 2005

Parent ] Can§olidated
Effect of ' Previous =H
transition AGAAP*
to A-IFRS
$'000

Note

$'000

ASSETS

Current Assets

Cash and Cash Equivalents
Receivables

Other Financial Assets
inventories

Prepayments

Total Current Assets

Non Current Assets

Receivables

Other Financial Assets

Property, Plant & Equipment E
Intangible Assets E
Total Non Current Assets

TOTAL ASSETS

LIABILITIES

Current Liabilities

Payables

Provisions C
QOther Liabitities

Totai Current Liabilities

Non-Current Liabilities

Provisions C
Total Non-Current Liabilities

TOTAL LIABILITIES

NET ASSETS

EQUITY

Asset Revaluation Reserve
Restricted Specific Purpose Reserve
Contributed Capital

Accumulated Surpluses/{Deficits)
TOTAL EQUITY




STAWELL REGIONAL HEALTH

Effect of A-IFRS on the Operating Statement for the
financial year ended 30 June 2005

No differences between Australlan GAAP and A-IFRS have been Identified as potentialty having a material Impact on
the Health Service's financial performance after the adoption of A-TFRS.

Effect of A-IFRS on the statement of cash flows for the
financial year ended 30 June 2005

There gre no material differences between the cash flow statement presented under A-IFAS &nd the statement of
cash flows presented under the superseded policles.

Notes to the reconciliation of income and equity

A. Impairment of aszets,

AASB 116 Impairment of Assets reguires assets to be assessed for indicators of impairment each year,

This Standard applies to al! assets, other than inventores, financial assets and assets arlsing from construction contracts,
regardless of whether they are measured on a cost or fair value basis. If indicators of Impairment exist, the carrying value

of an asset will need to be tested to ensure that the carrying value does not exceed its recoverable amount, which Is the higher
of its value-in-use and fair vajue iess costs to sell. For not-for-profit entities, value-in-use of an asset is generally its depreciated
reptacement cost.

An impairment test was conducted on transition date, 1 July 2004, which indicated no Impairment loss.

B. Property, Plant and Equlpment.

When an asset |5 Initially recognised, AASB 116 Property, Plant and Equipment requires the capitafisation of costs of dismantling

and removing an asset and restoring the site on which the asset was created, together with the racognition of a provision

at present value in accordance with AASB 137 Provisions, Contingent Liabifities and Contingent Assets. These costs

{and the related provisions) were not recognised under Australian GAAP and the Health Service used to expense such costs

as they were tncurred. There were ng signlficant costs of dismantling and removing an asset and restoring the site identified

by the Health Service,

For property, plant ang eguipment that are measurad under the revatuaticn made!, not-for-prafit entities are not required to
establish the asset’s true historical cost under AASB 116 or deemed cost because there is no reguirerment for not-for-profit entities to:

s restate the revaluation reserve on date of transition to A-IFRS; or
= disclose the carrying amount, of gach revalued cfass of property, plant and equipment that woufd have bean recognised had
the assets been carried under the cost model.

As a consequence, the Health Service has efected not to apply the deemed cost exemption provided under AASH 1 and continues
to present the previous AGAAP cumulative revaluatlon reserve relating to each dlass of property, plant and equipment.

C. Employee Benefits,

Under previous Australian Accounting Standards, employee benefits such as wages and salaries, annual jJeave and sick leave
are required to be measured at their nominal amount regardiess of whether they are expected to be settied within

12 months of the reporting date. On adoption of A-IFRS, a distinction is made between short-term and long-term employee
benefits and AASE 119 Employee Benefits reguires Llabilitles for short-term employee beneflts to be measured at nominal
amounts and liabilities for long-term empioyee benefits to be measured at present value. AASB 115 defines short-term
employee benefits as empioyee benefits that fall due wholly within twelve months after the end of the period in which the
employees render the related service. Therefore, ligbilities for employee benefits such as wages and sataries, apnual leave
and sick leave are reguired to be measured at present value where they are not expected to be settled within 12 months

of the reporting date.

There was no material quantity effect of the abave requirement on the Health Service’s balance sheet as at 30 June 2005,
lpgsifi f I n - lia Bl

Employee beneflt provisions are reported as current liabilities where the Health Sarvice does not have an unconditional
right to defer settiement for at least 12 months. Consequently, the current portion of the employee beneflt provision can
include both short-term benefits, that are measured at nominal values, and long-term benefits, that are measured at present values,

Employee benefit provisions that are reported as non-current liahilities also include tgng-term benefits such as non vested
long service leave (ie where the employee does not have a present entltlement to the benefit) that do not qualify for
recognition as a current liability, and are measured at present values.

The effect of the above reguirement on the Health Service's batance sheet as at 30 June 2005 was a decrease in non current
employee beneflts provisions and increase in current employee benefits provision of $717 000,

D. Inventories held far distribution.

under previous AGAAP, costs of goads and services t¢ be distributed for no consideration or at a nominal amount were expensed
when Incurred. The new Standard on inventories requires such costs to be capltalised as inventories held for distribution and
expensed when distributed. Inventories held for distribution will be measured at the lower of cost and current replacement cost.
Inventories other than Inventorles heid for distribution will continue to be measured at the lower of cost and net realisable vaiue.

There was no material quantity effect of the abeve requirement on the Health Service’s Balance Sheet as at 30 June 2005,
E, Intangible Assets.

Under previous AGAAP costs incurred on research and development projects were deferred to future periods to the extent that
they were expected beyond reasonable doubt to be recoverable. Under AASB 138 Intangible Assets, costs incurred in the

research phase are not permitted to be recognised as an asset and are expensed when {ncurred. Only expenditures incurred in the
development phase are permitted to be recognised as an asset to the extent that they satisfy the criteria of AASB 138, Accordingly,
research costs previously capitalised as intangible assets were derecognised at the date of transition with the resulting adjustment;
made against accumulated funds, Intangible assets are also subject to annual impairment tests under AASB 118,

There was no materlal quantity effect of these requirements an the Health Service’s balance sheet as at 30 lune 2005,

The Health Service has reclassified software previously included In Property, Plant and Eguipment as Intangible Assets as they
satisfy the criteria of AASB 138.

F. Accumulated Surplus

Above adjustments have no effect on accumulated surplus,



STAWELL REGIONAL HEALTH
Note 26: Going Concern

The financial Statements are prepared on a going concern basis. Stawell Regional Health has:

- A deficit from ordinary activities of $680,000 for the year ended 30 June 2006 {(a surplus from
ordinary activities of $903,000 for the year ended 30 June 2005).

- A working capital deficiency of $1,341,000 as at June 2006 ($137,000 deficiency as at 30
June 2005).

The Department of Human Services will provide to Stawell Regional Health adequate cash
flow support to enable the health service to meet its current and future obligations as and
when they fall due for a period up to Septemeber 2007 should this be reguired.

In line with processes we have established, Stawell Regional Health will continue
to provide monthly advice on its financial position, including the likeiihood of any short term
liguidity issues to the Department of Human Services.

It is expected that Stawell Regional Health will commit to achieve the agreed budget targets,
and all other requirements of the Health Service Agreements in 2006-07.

Additionally, Stawell Regional Health is required to submit a Financiat Recovery Plan
to the Department of Human Services that outlines strategies to support achieving a
break-even result over the period that has been agreed with the Stawell Regional Health Board.












