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To:
Hon. Stephen Wade MLC
Minister for Health and Wellbeing

This annual report is to be presented to Parliament to meet the statutory reporting
requirements of Health Care Act 2008 and meets the requirements of Premier and
Cabinet Circular PC013 Annual Reporting.

This report is verified to be accurate for the purposes of annual reporting to the
Parliament of South Australia.

Submitted on behalf of the Southern Adelaide Local Health Network by:

Adjunct Professor Susan O’Neill

Chief Executive Officer

30 September 2018

Date

Signature
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Section A: Reporting required under the  Public Sector Act
2009, the Public Sector Regulations 2010 and the Public
Finance and Audit Act 1987

Agency purpose or role

The Southern Adelaide Local Health Network (SALHN) provides public health services
including hospital, outpatient and community services to a population of more than
355,000 people across the southern Adelaide metropolitan region and the Fleurieu
Peninsula, as well as a range of statewide services. SALHN is unique in the state public
health system as it provides services across the lifespan, from obstetrics, maternity and
neonatal services, to end of life care provided through hospital and community based
palliative services.

Services are provided from:

Flinders Medical Centre (FMC); Noarlunga Hospital; GP Plus Super Clinic Noarlunga, GP
Plus centres at Marion and Aldinga; the Jamie Larcombe Centre at Glenside; ‘the Repat’
precinct, as well as direct care and support in patients’ homes.

As well as clinical service delivery, SALHN conducts a diverse range of research
initiatives, and provides a tertiary level clinical environment for under and post graduate
training in the medical, nursing and allied health professions.

Objectives

SALHN is aligning public health services in the southern Adelaide region with a focus on
improving patients’ access and flow to ensure quality service delivery for the community.
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Key strategies and their relationship to SA Governm

Key strategy

Reconfiguration of SALHN's public health
services, involving decommissioning the
Repatriation General Hospital (RGH). The
focus was on improving patient access
and flow to ensure quality service delivery
in the community. This entailed the
development and implementation of new
models of care.

EPAS was implemented at all SALHN GP
plus sites, and new facilities for relocated
services.

Preparation work to implement and
activate EPAS across FMC occurred; to
complete implementation across SALHN.

Agency programs and initiatives and their effective

Program name Indicators of

performance/effectiveness/efficiency

Hospital and health services

SALHN caters for the health care needs of 355,000
people living in the south.
SALHN provided in —hospital care for 97,921 patients

ent objectives

SA Government objectives

A major State Government initiative involving
healthcare reforms including reconfiguring
health services delivered to the community.

In 2011, the State Government approved
$421.5 million over a 10-year period for SA
Health to implement EPAS. On 30 March
2018, the future implementation of EPAS was
paused pending an independent review to
determine the best options for delivering a
fully integrated electronic health record
across the South Australian public health
system.

ness and efficiency

Outcome for South
Australia
SALHN provides quality care for

people living in the south of
Adelaide and beyond.

SALHN provided rapid assessments and health care to
130,553 people who presented to Emergency

Departments

SALHN provided 336,563 outpatient consultations.
3486 babies were born at Flinders Medical Centre

RGH service transitions and
decommissioning
(Reconfiguration of SALHN's
health services)

SALHN implemented its clinical reconfiguration and
service moves required to support the RGH site
decommissioning. All clinical services transitioning from
the RGH site moved to other SALHN sites.

The RGH site was
decommissioned.

The RGH was decommissioned in

November 2017.
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Program name

Models of care development
(Reconfiguration of SALHN's
health services)

Redevelopment of
infrastructure

Reopened the hydrotherapy
pool

Indicators of
performance/effectiveness/efficiency

Preparation and implementation of SALHN Models of
Care including:
. Older Persons Mental Health Services
. Jamie Larcombe Centre Operational
Guidelines
. SALHN Division of Medicine, Cardiac & Critical
Care Reconfiguration Service Plan
. SALHN Division of Medicine, Cardiac & Critical
Care Sleep Services Reconfiguration Service
Plan
. SALHN Division of Surgery & Perioperative
Medicine Service Plan
. SALHN Outpatient Services Reconfiguration
Plan

Implementation of state-wide models of care including
Stroke, Orthogeriatric Acute Hip Fracture Management;
Rehabilitation in the Home; and Older Persons’
assessment and liaison pathways.

The implementation of these Models of Care across
SALHN has assisted with the reconfiguration of services
associated with decommissioning of the RGH.

Completed the new Rehabilitation, Palliative Care and
Older Persons Mental Health building redevelopment at
the Flinders Medical Centre and transferred services to
the new purpose built buildings.

The construction program on the FMC precinct was
delivered on time and within budget, ensuring the
relocation of patients and staff across SALHN occurred
safely.

Completed the new Jamie Larcombe Centre
redevelopment at the Glenside Health Service Campus
RGH to the new location.

The new Neonatal Unit redevelopment commenced at
Flinders Medical Centre with revised estimated
completion of November 2018.

To meet the community needs, the hydrotherapy pool at
the RGH site was reopened in May 2018.

Legislation administered by the agency
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Outcome for South
Australia

Reconfiguration of services
across SALHN to support
decommissioning of the RGH.

Care delivered in accordance
with expert consensus and
evidence-based approaches.

State of the art infrastructure to
support quality health care
delivery for the Southern
Adelaide community.

Part of the process of
reactivating the site as a health
and related services precinct,
which will be part of a State
Government led community
consultation process in 2018-19.
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Organisation of the agency

SALHN Leadership Structure as at 30 June 2018

SALHN
Chief Executive Officer
AlProfessor Susan O'Neill
Chief Workforce Officer Medical Services
Michael F E ive Director
VACANT
ChiefFinance Officer 5 -
Wayne Gadd Chlelf)gei%rall;grgngfﬁcer
Medicine, Cardiac Surgery Mental Health Rehab Aged Care Women's Nursing Allied Health,
& Critical Care, & Perioperative Senvices & Palliative Care & Children's & Midwifery Intermediate Care
Ambulatory Care Medicine Semces,Abo_ngma
Clinical Director Clinical Director Clinical Director Executive Health Services
Clinical Director Clinical Director Professor Malcolm Associate Dr Di Lawrence Director Drug and'!’herapeptics
Professor Phil Professor Rob Battersby Professor Craig Rebecca InformationService
Aylward Padbury Whitehead Badcock (DATIS), Metropolitan
Referral Unit (MRU)
. I | Executive Director
%t;e@mrﬁ;r; Co-Director ((zonire;:tor Eo-Dire_ctor Co-Director Julie Astley
Debra Moen N?cp;;a:::ess Dulcey Kayes Catherine Hughes j.’,"&’é.‘,',‘.’.’,‘i,
Acting Jayne Sandford
Other agencies related to this agency (within the M inister’'s area/s of
responsibility)
Department for Health and Wellbeing
SA Health
Central Adelaide Local Health Network
Country Health Local Health Network
Northern Adelaide Local Health Network
Women’s and Children’s Local Health Network
South Australian Ambulance Service
Office for the Ageing
Employment opportunity programs
Program name Result of the program
Flexibility at Work Implemented as part of the Premier’s directive to increase access to
program flexible workplace arrangements.
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Program name Result of the program

Aboriginal and Torres | Maximised job readiness for candidates and provided a pathway to
Strait Islander Pre- employment.

Employment Program

and Aboriginal

Traineeships and

Cadetships

Agency performance management and development syste ms

Performance management Assessment of effectiveness and efficiency
and development system

A program was undertaken in e June 2018 — 44%
2017-18 to improve SALHN'’s
Staff performa%ce review and * May 2018 - 40%
development (PR & D) plan e April 2018 — 30%
compliance rate, which

experienced a slight decline at

the end of the 2017-18 year.

Divisions submitted PR&D

action plans to the Chief

Workforce Officer, outlining

their plans to improve

participation rates; and a new

simplified process was

implemented for new

employees.

Work health, safety and return to work programs of the agency and their
effectiveness

Program name and Effectiveness
brief description

Significant Injury: New claims activity for the 2017-18 financial year was lower than
Established system the 2016-17 financial year, with 153 new claims received
in which WHS compared to 189 claims in 2016-17 (19% decrease).

Prevention services
facilitate physical
investigation as
priority for claims
which will exceed
five days of lost time.

New claim days lost from work decreased by 20% during the
2017-18 financial year.
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Program name and Effectiveness
brief description

Focus on Manual Seventy-seven new musculoskeletal (MSI) claims were reported
Handling: Education | in 2017-18, reflecting a 19% decrease in claim numbers when
for high risk areas compared to 2016-17.

and units with high

staff transitions

Pre-occupancy A 19% decrease in musculoskeletal (MSI) claims compared to the
Worksite Safety 2016-17 financial year.

Inspections: For all

new or transitioned

units as a result of

Transforming Health

moves.

Development and A 29% decrease in psychological claims for Mental Health
implementation ofa | Services compared to the 2016-17 financial year.

pilot management

support education

program: to educate

about obligations and

improve the safety

culture.

Work health and safety and return to work performan ce

2017-18 2016-17 % Change

(+7-)
Workplace injury claims
Total new workplace injury claims 153 189 -19.0%
Fatalities 0 0 0.0%
Seriously injured workers* 0 0 0.0%
Significant injuries (where lost time exceeds a 14.2 21.53 - 34.4%
working week, expressed as frequency rate per
1000 FTE)
Work health and safety regulation
Number of notifiable incidents (WHS Act 2012, 5 4 + 25.0%
Part 3)
Number of provisional improvement, improvement 1 1 0.0%

and prohibition notices (WHS Act 2012 Sections 90,
191 and 195)

Return to work costs  **
Total gross workers compensation expenditure ($) = $4,830,903 | $6,676,620 -27.6%
Income support payments — gross ($) $2,536,697  $2,960,857 -14.3%
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*number of claimants assessed during the reporting period as having a whole person
impairment of 30% or more under the Return to Work Act 2014 (Part 2 Division 5)
**pefore third party recovery

Data for the past five years is available at: https://data.sa.gov.au/data/dataset/Oca2c164-35b3-
4d5b-8714-1844e16348cf
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Fraud detected in the agency

Category/nature of fraud Number of instances
Theft of drugs of dependence 1
Falsifying timesheets 2

Strategies implemented to control and prevent fraud

RN1 — Registered nurse -Theft of morphine and fentanyl (drugs of dependence) — CEO
determined intention to terminate. The employee tendered her resignation.

RN1 — Registered nurse - Falsifying timesheet — the employee received a final written
warning

MDO02 — Medical Consultant — Falsifying timesheets — this matter is currently under
investigation.

Data for previous years is available at: https://data.sa.gov.au/data/dataset/7f817a68-6e48-
4499-9fel-adf16b8b5544/resource/d8239977-2a70-4d93-bal3-
ab3d639901eb/download/fraud-2017-2018.xIsx

Whistle-blowers’ disclosure

Number of occasions on which public interest information 2
has been disclosed to a responsible officer of the agency
under the Whistle-blowers’ Protection Act 1993

Data for previous years is available at: insert hyperlink to specific data.sa page and ensure
data sources are referenced.

Executive employment in the agency

Executive classification Number of executives
EXACA 2 (including DASSA)
SAES-1 6

SAES-2 1

Data for previous years is available at: https://data.sa.qov.au/data/dataset/7f817a68-6e48-
4499-9fel-adf16b8b5544/resource/6b563792-d33a-4796-bb20-
bc6c713588e6/download/2017-18-executive-employment-salhn.xIsx

The Office of the Commissioner for Public Sector Employment has a data dashboard for
further information on the breakdown of executive gender, salary and tenure by agency.
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Consultants

The following is a summary of external consultants that have been engaged by the agency,
the nature of work undertaken and the total cost of the work undertaken.

Consultants Purpose Value

Consultancies above $10,000 each

Quiality Directions Review of outer mental health services in $37,269
Australia Pty Ltd SALHN
Total $37,269

Data for previous years is available at: https://data.sa.qov.au/data/dataset/7f817a68-6e48-
4499-9fel-adf16b8b5544/resource/2a57a04c-565d-492a-ae44-
4063fd45ab95/download/2017-18-salhn-consultants.xlsx

See also https://www.tenders.sa.gov.au/tenders/index.do for a list of all external
consultancies, including nature of work and value. See also the Consolidated Financial
Report of the Department of Treasury and Finance http://treasury.sa.gov.au/ for total value
of consultancy contracts across the SA Public Sector.

Contractors

The following is a summary of external contractors that have been engaged by the agency,
the nature of work undertaken and the total cost of the work undertaken.

Contrac tors Purpose Value

Contractors above $10,000 each

HCA — Healthcare Labour hire provided for nurses $6,657,742
Australia
Your Nursing Agency Pty | Labour hire provided for nurses
Ltd $2,460,116
Mediserve Nursing Labour hire provided for nurses
Agency $1,898,609
Australian Medical Labour hire provided for health care and
Placements Pty Ltd medical support staff $1,312,107
Deloitte Consulting Pty Professional Services in relation to
Limited Repatriation General Hospital $1,254,443
decommissioning
Flinders University Provision of nursing, clinical academic,
salaried and health contract agency services $1,241,245
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Contrac tors
Dept Of Planning
Transport & Infrastructure

PFM Corp

Hays Specialist
Recruitment (Australia)
Pty Limited

Medstaff (Division
Mcarthur SA Pty Ltd)

Programmed Health
Professionals Pty Ltd

Wilson Parking

Department Of Defence

Adelaide Community
Healthcare Alliance

Programmed Skilled
Workforce Ltd

Southern Cross Care
(SA&NT)

Hudson Global Resources
(Aust) Pty Limited

Mary-Jo Flavel

Mcarthur Management
Services (SA) Pty Ltd

Cheesman Architects Pty
Limited

Aurecon Australasia Pty
Limited

DFP Recruitment
Services

Business Health
Consulting Services

Blugibbon Pty Ltd

University Of South
Australia

Workplace Solutions

Purpose

Management Fees payable under the DPTI/
SA Health Across Government Facilities
Management Agreement

Physical relocation of equipment and assets
from Repatriation General Hospital

Labour hire provided for nurses/ medical staff

Labour hire provided for nursing
Labour hire provided for nurses/ medical staff

Administration management fee for FMC Car
Park

Labour hire provided for Nurses and Doctors

Service fee for Angio Labs

Labour hire provided for nurses/ medical staff

Labour hire provided for Antimicrobial
Stewardship Research Project

Labour hire provided for nurses and medical
staff

Labour hire provided for Specialist GP

Labour hire provided for nurses

Professional fees for design, survey and
contract documentation

Professional fees for consulting engineers

Labour hire provided for recruitment and
placement of health care and medical support
staff

Professional fees paid for financial services

Labour hire provided for Palliative Care
Review of the evidence related to the

management of challenging behaviours

Professional fees paid for interview and
preparation of interview reports
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Value

$1,160,124

$1,139,137

$490,792

$473,969

$326,916

$304,555

$303,302

$275,300

$127,434

$115,849

$102,805

$96,310

$90,103

$66,423

$61,752

$32,256

$29,700

$21,600

$20,000

$13,117
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Contrac tors Purpose Value
Adelaide Primary Health Labour hire provided for GP services to
Network Limited Aboriginal patients $11,766
Voice Project Pty Limited = Professional fees paid for SALHN Staff Survey
$11,068

Gus Commercial Professional fees paid for commercial
Consulting (S.A.) Pty consultancy $10,675
Limited
Joy Woodhouse Professional fees in relation to investigation

and assessment on human resource matters $10,631
Total $ 20,119,846

Data is available at: https://data.sa.gov.au/data/dataset/7f817a68-6e48-4499-9fel-
adf16b8b5544/resource/b209244a-2ee3-4f8a-85ef-481ceal661b4/download/contractors-
2017-18.xlsx

The details of all South Australian Government-awarded contracts for goods, services, and
works are displayed on the SA Tenders and Contracts website here.

The website also provides details of Across government contracts here.

Financial performance of the agency

The net financial result for Southern Adelaide Local Health Network was $1.8m surplus for
the 12 months ended 30 June 2018. Expenditure of $1,069.8m increased 9.0% when
compared to the prior year comparable period. Income from services decreased to $75.4m,
a 5.6% decrease from the prior year. Total equity increased from $441.9m to $525.4m as at
30 June 2018 primarily the result of the investment in buildings and infrastructure to support
clinical service reconfiguration changes.

During the 2017-18 financial year the construction of new facilities at the Flinders Medical
Centre were completed. This included a new rehabilitation building, including a palliative
care unit, a new older persons mental health facility and a new multi-deck car park.

Planning to reactivate the Repatriation General Hospital site as per the Government's
commitment commenced in 2017-18. In June 2018, SA Health commenced site planning
which included extensive consultation with a number of key stakeholders and the local
community. Workshops were held to consider a number of potential uses and partnerships
for a reactivated site. SA Health is now seeking Expressions of Interest submissions from
the private sector and non-government organisations interested in partnering with SA Health
in delivering a variety of health focused services at the site.
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SALHN three-year financial summary

Three-year financial summary ($000) 2017-18 % 2016-17 % 2015-16 %

(22 M M
Total expenses 1069 755 719.0% 981548 '3-5.8% 1041784 'f 12.3%
Total income 75409 '3 -5.6% 79901 'f 3.9% 76 894 '3-17.3%
Net cost of providing services 994 346 }10.3% 901 647 '3-6.6% 964 890 'f 15.5%

Revenues from/Payments to SA Government

L4
996191 {-1.8%

L4
1014875 4+15.1%

v
881882 416.3%

Net result for the period

1845 §-98.4%

1/
113228 4)236.4%

(83 008) 4-1376.5%

Net cash provided by operating activities

61599 4J-66.0%

181149 4 1402.8%

12054 §-55.4%

Total assets

831152 #15.2%

721765 4)18.3%

609905 {)-8.8%

Total liabilities

305731 449.2%

279902 4-0.8%

282037 414.6%

Net assets

1/
525421 4}18.9%

441863 9 34.8%

327 868 '@ -22.4%

Expenses by category 2017-18

= Staff beneft expenses ($736m)

($32m)

m Supplies and services ($296m)

= Depreciaion and amortisation expense

m Grants and subsidies (54m)

= Borrowing costs (S1m)

m Other expenses ($1m)

Income by category 2017-18

= Revenue from fees and charges

= Grants and contributions ($4m)

m Resourcesrecewved free of charge

m Other revenue ($10m)
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Section B: Reporting required under any other act o r
regulation

Reporting required under the  Carers’ Recognition Act 2005

The Carers’ Recognition Act is deemed applicable for the following: Department of Human
Services, Department for Education, Department for Health and Wellbeing, Department of
State Development, Department of Planning, Transport and Infrastructure, South Australia
Police and TAFE SA.

Section 7: Compliance or non-compliance with section 6 of the Carers Recognition Act 2005
and (b) if a person or body provides relevant services under a contract with the organisation
(other than a contract of employment), that person's or body's compliance or non-
compliance with section 6.

SALHN values the important role that carers play in supporting and caring for our patients;
and that often this role is unrecognised. To improve the carer experience and support
carers in the patient journey during 2017-2018 we have:

- Partnered with SA Health and Carers SA to run two Partnering with Carers Training
Sessions, open to all staff at Flinders Medical Centre and Noarlunga Hospital. A
Carer Representative, presented her experiences of being a carer within our
services.

- Identified a continuous improvement project through the Partnering with
Consumers Advisory Group on early identification and recognition of Carers.

- Adapted our Patient and Family Representative model, including a name change,
to now actively seek both patients and carers feedback so it can be used to drive
guality improvements to improve patient and carer experiences.

- Encouraged SALHN Staff to recognise themselves as carers on the CHRIS human
resources System.

- Ensured that the Mental Health new Models of Care Expert Advisory Groups,
Forums and Governance Committee each have a Consumer and Carer
Representative.

- Run ward level training sessions on Partnering with Consumers and Carers.

- Promoted the SA Health Partnering with Carers Strategic Action Plan and Key
Priorities across SALHN.
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Section C: Reporting of public complaints as reques ted by
the Ombudsman

Data for previous years is available at https://data.sa.gov.au/data/dataset/7f817a68-6e48-
4499-9fel-adf16b8b5544/resource/8366510c-619-42c5-a107-
7¢16258730bc/download/salhn-complaints-template.xlsx

A whole of SA Health response is provided in the Department for Health and Wellbeing
2017-18 Annual Report which can be accessed on the SA Health Website.
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Appendix: Audited financial statements 2017-18
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INDEPENDENT AUDITOR’S REPORT Government of South Australia

e <y Auditor-General’s Department
ST R b

Level 9

State Administration Centre
200 Victoria Square
Adelaide SA 5000

DX 56208
Victoria Square

Tel +618 8226 9640
Fax  +618 8226 9688

ABN 53 327 061 410

audgensa@audit.sa.gov.au
www.audit.sa.gov.au

To the Chief Executive Officer
Southern Adelaide Local Health Network Incorporated

As required by section 31(1)(b) of the Public Finance and Audit Act 1987 and section 36(2)
of the Health Care Act 2008, 1 have audited the financial report of the Southern Adelaide
Local Health Network Incorporated for the financial year ended 30 June 2018.

Opinion

In my opinion, the accompanying financial report gives a true and fair view of the financial
position of the Southern Adelaide Local Health Network Incorporated as at 30 June 2018, its
financial performance and its cash flows for the year then ended in accordance with the
Treasurer’s Instructions issued under the provisions of the Public Finance and Audit Act 1987
and Australian Accounting Standards.

The financial report comprises:

. a Statement of Comprehensive Income for the year ended 30 June 2018

. a Statement of Financial Position as at 30 June 2018

. a Statement of Changes in Equity for the year ended 30 June 2018

. a Statement of Cash Flows for the year ended 30 June 2018

. notes, comprising significant accounting policies and other explanatory information
. a Certificate from the Chief Executive Officer and the Acting Chief Finance Officer.

Basis for opinion

[ conducted the audit in accordance with the Public Finance and Audit Act 1987 and
Australian Auditing Standards. My responsibilities under those standards are further
described in the ‘Auditor’s responsibilities for the audit of the financial report’ section of my
report. I am independent of the Southern Adelaide Local Health Network Incorporated. The
Public Finance and Audit Act 1987 establishes the independence of the Auditor-General. In
conducting the audit, the relevant ethical requirements of APES 110 Code of Ethics for
Professional Accountants have been met.

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



Responsibilities of the Chief Executive Officer for the financial report

The Chief Executive Officer is responsible for the preparation of the financial report that
gives a true and fair view in accordance with the Treasurer’s Instructions issues under the
provisions of the Public Finance and Audit Act 1987 and the Australian Accounting
Standards, and for such internal control as management determines is necessary to enable the
preparation of the financial report that gives a true and fair view and is free from material
misstatement, whether due to fraud or error.

Auditor’s responsibilities for the audit of the financial report

My objectives are to obtain reasonable assurance about whether the financial report as a
whole is free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with Australian Auditing
Standards will always detect a material misstatement when it exists, Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of this
financial report.

As part of an audit in accordance with Australian Auditing Standards, I exercise professional
judgement and maintain professional scepticism throughout the audit. I also:

. identify and assess the risks of material misstatement of the financial report, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for my
opinmon. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control

. obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances

. evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Chief Executive Officer

. evaluate the overall presentation, structure and content of the financial report, including
the disclosures, and whether the financial report represents the underlying transactions
and events in a manner that achieves fair presentation.

My report refers only to the financial report described above and does not provide assurance
over the integrity of electronic publication by the entity on any website nor does it provide an
opinion on other information which may have been hyperlinked to/from the report.



[ communicate with the Chief Executive Officer about, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that I identify during the audit.

’

e T

Andrew Richardson

Auditor-General
19 September 2018



Certification of the financial statements

We certify that the:

e financial statements of the Southern Adelaide Local Health Network Inc.:

are in accordance with the accounts and records of the authority; and
comply with relevant Treasurer’s instructions; and
comply with relevant accounting standards; and

present a true and fair view of the financial position of the authority at the end of the financial year
and the result of its operations and cash flows for the financial year.

e Internal controls employed by the Southern Adelaide Local Health Network Inc. over its financial
reporting and its preparation of the financial statements have been effective throughout the financial

year.

Susan O’Neill Danny De Cesare
Chief Executive Officer Acting Chief Finance Officer

Date .

ISQI% ........



SOUTHERN ADELAIDE LOCAL HEALTH NETWORK
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 30 June 2018

Nate 2018 2017
$000 £2000
Expenses
Staff benefits expenses 3 736,064 675,873
Supplies and services 4 295,703 268,585
Depreciation and amortisation expense 21 31,725 31,439
Grants and subsidies 5 4,145 3,491
Borrowing costs 6 745 1,046
Net loss from disposal of non-current and other assets 12 100 255
Other expenses 7 1,273 8§57
Total expenses 1,069,755 981,548
Income
Revenues from fees and charges g 36,541 59,861
Grants and contributions 9 4,427 6,954
Interest revenues 10 160 171
Resources received free of charge [1 4,064 26
Other revenues/income 13 10,217 12,889
Total income 75,409 79,901
Net cost of providing services 994,346 901,647
Revenues from SA Government
Revenues from SA Government 14 996,191 1,014,875
Total revenues from SA Government 996,191 1,014,875
Nef result 1,845 113,228
Other Comprehensive Income
Items that will not be reclassified to net result
Changes in property, plant and equipment asset revaluation surplus 82,613 767
Teotal other comprehensive inconie 82,613 767
Total comprehensive result 84,458 113,995

The net result and total comprehensive result are attributable to the SA Government as owner

The above Statement of Comprehensive Income should be read in conjunction with the accompanying notes.



SOUTHERN ADELAIDE LOCAL HEALTH NETWORK
STATEMENT OF FINANCIAL POSITION
As at 30 June 2018

Current assets

Cash and cash equivalents
Receivables
Inventories

Non-current assets classified as held for sale
Total current assets

Non-current assets
Receivables
Other financial assets
Property, plant and equipment
Total non-current assets

Total assets

Current liabilities

Payables

Borrowings

Staff benefits

Provisions

Other liabilities

Total current liabilities

Non-current liabilities

Payables

Borrowings

Staff benefits

Provisions

Other liabilities

Total non-current liabilities

Total liabilities
Net assets

Equity

Asset revaluation surplus
Retzined earnings
Total equity

The total equity is attributable to the SA Government as owner

Unrecognised contractual commitments
Contingent assets and liabilities

Note

15
16
18

19

6
b7

23
24
25

27

28
29

The above Statement of Financial Position shoutd be read in conjunction with the accompanying notes

2018 2017
$°000 $°000
32,953 25,487
19,358 21,208
3,069 3,135
55,380 49.830
- 15,024
55,380 65,754
6,050 4,060
2,657 2,695
767,065 649,256
715,712 656,011
831,152 721,765
32,267 32,552
3,908 3,546
101,184 91,756
4,880 6,604
184 112
142,423 134,570
4,344 4,966
3,007 6,915
121,883 113,439
33,740 19,700
334 312
163,308 145,332
305,731 279,902
525421 441,863
83,668 1,055
441,753 440,808
525,421 441,363




SOUTHERN ADELAIDE LOCAL HEALTH NETWORK
STATEMENT OF CHANGES IN EQUITY
For the year ended 30 June 2018

Balance at 30 June 2016
Net result for 2016-17
Gain/(loss) on revaluation of land and buildings
Total comprehensive result for 2016-17
Balance at 30 June 2017

Net result for 2017-18
Gain/(loss) on revaluation of land and buildings

Total comprehensive result for 2017-18

Transactions with SA Government as owner
Net assets received from an administrative restructure

Balance at 30 June 2018

All changes in equity are attributable to the SA Government as owner

The above statement should be read in conjunction with the accompanying notes.

Asset

revaluation Retained Total

Note surplus  earnings equity
$ 000 81000 $ 1000

288 327,580 327.868

- 113,228 113,228

21 767 - 767
767 113,228 113,995

1,055 440,808 441,863

- 1,845 1,845

21 82,613 - 82,613
82,613 1,845 84,458
2.2 - (900) (900)
83,668 441,753 525,421




SOUTHERN ADELAIDE LOCAL HEALTH NETWORK
STATEMENT OF CASH FL.OWS
For the year ended 30 June 2018

Note

Cash flows from operating activities
Cash outflows

Staff benefits payments

Payments for supplies and services
Payments of grants and subsidies
Interest paid

Other payments

Cash used in operations

Cash inflows

Fees and charges

Grants and contributions

Interest received

GST recovered from ATO

Other receipts

Cash generated from operations

Cash flows from SA Government
Receipts from SA Government
Cash generated from SA Government

Net cash provided by operating activities

Cash flows frem investing activities
Cash outflows
Purchase of property, plant and equipment

Cash used in investing activities

Cash inflows

Proceeds from sale of property, plant and equipment
Cash generated from investing activities

Net cash provided by/(used in) investing activities

Cash flows from financing activities

Cash outflows

Repayment of borrowings

Cash used in financing activities

Cash inflows

Cash received from restructuring activities

Cash generated from financing activities
Net cash provided by/(used in) financing activities
Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the peried 33
Non-cash transactions 33

The above Statement of Cash Flows should be read in conjunction with the accompanying notes.
Inter-entity non-cash revenue and expense transactions have been excluded.

2018 2017
$°000 $°000
(704,366)  (676,502)
(198,377)  (185,134)
(4,491) (3,793)
(775) (306)
(908,009) __ (865,735)
45,795 51,642
6,603 7,684
160 171
15,095 16,698
9,841 8,035
77,494 84,230
892,114 799,654
892,114 799,654
61,599 18,149
(50,965) (20,698)
(50,965) (20,698)
- (187)

N (187)
(50,965) (20,885)
(3,546) (3,033)
(3,546) (3,033)
378 -

378 -
(3,168) (3,033)
7,466 (5,769)
25,487 31,256
32,953 25,487




SOUTHERN ADELAIDE LOCAL HEALTH NETWORK
NOTES TQ AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2018

1. Basis of financial statements

1.1 Reporting Entity
The Southern Adelaide Local Health Network (the Hospital) was established as an incorporated hospital under the Health Care Act
2008 on 1 July 2011,

The financial statements and accompanying notes include all controlled activities of the Hospital.

The Hospital does not control any other entity. It does have an interest in an unconsolidated siructured entity (Flinders Fertility).
Information on the Hospital's interests in other entities is at note 31.

Administered items

The Hospital has administered activities and resources. Transactions and balances relating to administered resources are not
recognised as the Hospital's controlled income, expenses, assets and liabilities. As administered items are insignificant in reiation to
the Hospital's overall financial performance and position, they are disclosed in the schedule of administered items following the
general purpose financial statements. Except as otherwise disclosed, administered items are accounted for on the same basis and
using the same accounting policies as for the Hospital’s transactions.

1.2 Statement of compliance
These financial statements have been prepared in compliance with section 23 of the Public Finance and Audit Act 1987.

The firancial statements are general purpose financial statements. The accounts have been prepared in accordance with relevant
Australian Accounting Standards and comply with Treasurer’s Instructions and Accounting Policy Statements promulgated under the
provisions of the Public Finance and Audit Act 1987.

The Hospital has applied Australian Accounting Standards that are applicable to not-for-profit entities, as the Hospital is a not-for-
profit entity.

1.3 Basis of preparation

The financial statements have been prepared based on a 12 month period and presented in Australian currency. All amounts in the
financial statements and accompanying notes have been rounded to the nearest thousand dollars ($'000). Any transactions in foreign
currency are {ranslated into Australian dollars at the exchange rates at the date the transaction oceurs.

The historical cost convention is used unless a different measurement basis is specifically disclosed in the note associated with the
item measured on a different basis.

Assets and liabilities that are to be sold, consumed or realised as part of the normal operating cycle even when they are not expected
to be realised within 12 months after the reporting date have been classified as current assets or current liabilities. All other assets and
liabilities are classified as non-current.

The Hospital did not voluntarily change any of its accounting policies during 2017-18.

The presentation and classification of items in the financial statements are consistent with prior periods except where specific
accounting standards and/or accounting policy statements have required a change, or as otherwise noted. The restated comparative
amounts do not replace the original financial statements for the preceding period.

Significant accounting policies are set out below or in the notes.

1.4 Taxation
The Hospital is not subject to income tax. The Hospital is liable for fringe benefits tax (FBT) and goods and services tax (GST).

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

e when the GST incusred on a purchase of goods or services is not recoverable from the Australian Taxation Office (ATO), in which
case the GST is recognised as part of the cost of acquisition of the asset or as part of the expense item applicable; and

® receivables and payables, which are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the ATO is included as part of receivables or payables in the Statement of
Financial Position.

Cash flows are included in the Statement of Cash Flows on a gross basis, and the GST component of cash flows arising from
investing and financing activities, which is recoverable from, or payable to, the ATO is classified as part of operating cash flows.



SOUTHERN ADELAIDE LOCAL HEALTH NETWORK
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2018

L.5 Continuity of Operations

As at 30 June 2018, the Hospital had working capital deficiency of $87.043 million ($68.816 million deficiency). The SA
Government {s commiited and has consistently demonstrated a commitment to the ongoing funding of the Hospital to enable it to
perform its functions.

Government policy ensures that the Hospital will have adequate cash to meet expenditure requirements e.g. staff benefit expenses,
capital works ete.

1.6 Equity

The Hospital uses the asset revaluation surplus to record increments and decrements in the fair value of land, buildings and plant and
equipment to the extent that they offset one another. Relevant amounts are transferred to retained earnings when an asset is
derecognised.

2. Objectives and activities

2.1 Objectives
The Hospital is committed to a health system that produces positive health outcomes by focusing on health promotion, illness
prevention, early intervention and achieving equitable health outcomes for all South Australians.

The Hospital is part of the SA Health portfolio providing health services for southern Adelaide, and is responsible to the Minister for
Health and Wellbeing.

The Hospital is structured to contribute to the cutcomes for which the portfolio is responsible by providing hospital-based tertiary
care including medical, surgical and other acute services, rehabilitation, mental and palliative health and other community health
services to veterans and other persons living within the southern Adelaide metropolitan area.

The Chief Executive Officer administers and manages the Hospita! under delegation from the Chief Executive of the Departmeat for
Health and Wellbeing (the Department) and is accountable to the Chief Executive of the Department.

The Southern Adelaide Local Health Network Advisory Council Incorporated was established pursuant to the Health Care Act 2008
(the Act). The Council's functions include advising, monitoring, providing strategic oversighi, conferring and making
recommendations to the Chief Executive of the Department and Chief Executive Officer of the Hospital. The Council has no powers
to direct or make decisions with respect to the management and administration of the Hospital.

2.2 Administrative Restructure — Transferred in
2017-18

In December 2017, the Chief Executives of CALHN, NALHN, SALHN and WCHN agreed that clinical services associated with an
LHN be transferred from SA Pathology {(a part of CALHN) to that respective LHN. This included 18 employees for SALHN and
budget funding of $11.957 million over five years. The activitics and functions transferred include the governance and control of
clinical services by SA Pathology staff. Laboratory services will continue to be managed via an SLA between SA Pathology and the
respective LHN. The effective date of transfer was 1 February 2018.

These resulted in net assets of $0.900 million transferred into the Hospital; $0.378 million cash, $1.194 miilion staff benefits and
$0.084 million payables.

Net assets assumed by the Hospital as a result of the administrative restructure are at the carrying amount of those assets in the
transferor's Statement of Financial Position immediately prior to the transfer. The net assets transferred were treated as a contribution
by the Government as owner.

2016-17

There were no transfers in during this period.



SOUTHERN ADELAIDE LOCAL HEALTH NETWORK
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2018

3. Staff benefits expenses

2018 2017

$'000 $’000
Salaries and wages 568,807 547,286
Targeted Voluntary Separation Packages (refer below) 3,103 -
Long Service Leave 26,614 8,478
Annual leave 53,252 50,776
Skills and Experience Retention Leave 2,410 2284
Staff on-costs - superannuation® 59,583 55,465
Workers compensation** 17,658 8,886
Board and committee fees 116 106
Other staff related expenses 2,521 2,594
Total staff benefits expenses 736,664 675,875

* The superannuation employment on-cost charge represents the Hospital's contribution to superannuation plans in respect of current
services of staff, The Department of Treasury and Finance (DTF) centrally recognises the superannuation liability in the whole-of-
government financial statements.

** 2018 workers compensation expenditure includes statutory workers compensation obligations under the Return fo Work det 2014

($17.345 million) and the new workers compensation non-statutory liability introduced in 2017-18 via various enterprise bargaining
agreements and awards ($0.313 million), Refer to note 26 for further information.

3.1 Targeted voluntary separation packages

2018 2017
Amount paid to separated staff: $'000 $°000
Targeted Voluntary Separation Packages 3,103 -
Leave paid to those employees 859 -
Net cost to the Hospital 3,962 -
The number of staff who received a TVSP during the reporting period 60 -

3.2 Key Management Personnel

Key management personnct (KMP) of the Hospital includes the Ministers, the Chief Executive of the Department, Chief Executive
Officer of the Hospital and the 2 (11) members of the Executive Management Group who have responsibility for the strategic
direction and management of the Hospital.

The compensation detailed below excludes salaries and other benelits received by:

@ The remuneration and allowances for Minister for Health and Wellbeing are set by the Parliamentary Remuneration Act 1990 and
the Remuneration Tribunal of SA respectively and are payable from the Consolidated Account (via DTF) under section 6 of the
Parliamentary Remuneration Act 1990; and

e The Chief Executive of the Department (the Chief Executive of the Department is compensated by the Department and there is no
requirement for the Hospital to reimburse those expenses).

Compensation 20618 2017
$°600 5000
Salaries and other short term emgployee benefits 7T 2,207
Post-employment benefits 137 734
Tetal 914 2,941

For those stafl doing long term acting in KMP roles, only compensation for the period that they were acting is included.

3.3 Remuneration of staff

2018 2017
The number of staff whose remuneration received or receivable falls within the following bands: Number Number
$147,000 - $149,000% nfa 19
$149,001 - $159,000 61 36
$159,001 - $169,000 62 54
$169,001 - $£79,000 36 45
$179,001 - $189,000 35 23
$189,001 - $199,000 17 21
$199,001 - $209,000 23 20
$209,001 - $219,000 17 9
£219,001 - $229,000 21 17
$229,001 - $239,000 21 14
$239,001 - $249,000 16 17

$249,001 - $259,000 17 13



SOUTHERN ADELAIDE LOCAL HEALTH NETWORK
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2018

2018 2017
The number of staff whose remuneration received or receivable falls within the following bands: Number Number
$259,001 - $269,000 11 6
$269,001 - $279,000 6 7
$279,001 - $289,000 8 8
$289,001 - $299,000 14 18
$299,001 - $30%,000 7 6
$309,001 - $319,000 6 13
$319,001 - $329,000 12 15
$329,001 - $339,000 12 8
$339,001 - $349,000 12 8
$349,001 - $359,000 11 8
$359,001 - $369,000 10 11
$369,001 - $379,000 12 16
$379,001 - $389,000 10 11
$389,001 - $399,000 13 g
$399,001 - 409,000 10 14
$409,001 - $419,000 13 7
$419,001 - 429,000 13 11
$429,001 - $439,000 4 11
$439,001 - $449,000 15 7
$449,001 - $459,000 13 10
$459,001 - $469,000 7 4
$469,001 - $479,000 6 3
3479,001 - $489,000 3 6
$489,001 - $499,000 4 3
$499,001 - $509,000 4 6
$509,001 - $519,000 7 7
$519,001 - $529,000 4 7
$529,001 - $539,000 4 3
$539,001 - $549,000 4 -
$549,001 - $359,000 2 2
$559,001 - $569,000 1 -
$569,001 - $579,000 1 -
$609,001 - $619,000 - 1
3649,001 - $659,000 1 1
Total 586 554

#*This band has been included for the purposes of reporting comparative figures based on the executive base level remuneration for
2016-17.

The table includes all staff who received remuneration equal to or greater than the base executive remuneration level during the year.
Remuneration of staff reflects all costs of employment including salaries and wages, payments in licu of leave, superannuation
contributions, salary sacrifice benefits and fringe benefits and any fringe benefiis tax paid or payable in respect of those benefits.

3.4 Remuneration of staff by classification
The total remuneration received by staff included above:

2018 2017
No. $000 No. 5000
Medical {excluding Nursing) 537 155,017 515 145,386
Exccutive S 1,752 6 1,256
Nursing 34 5,409 32 5,087
Non-medical (i.¢. administration) 6 1,151 1 154

Total 586 163,329 554 151,883




SOUTHERN ADELAIDE LOCAL HEALTH NETWORK
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2018

4. Supplies and services

2018 2017
$°060 §°000
Administration 217 215
Advertising 2,285 1,933
Communication [,732 1,504
Computing 10,645 9,418
Consultants 37 51
Contractors 4.383 2,248
Contractors - agency staff 21,022 15,208
Drug supplies 17,030 17,845
Electricity, gas and fuel 9,410 6,157
Fee for service 36,254 32,849
Food supplies 11,129 10,455
Housekeeping 11,660 10,895
Insurance 5,678 6,164
Internal SA Health SLA payments 7,100 7,918
Legal 209 216
Medical, surgical and laboratory supplies 88,001 86,971
Minor equipment 3,328 2,236
Motor vehicle expenses 2,239 2,741
Occupancy rent and rates 3,374 3,693
Patient transport 6,281 5,884
Services from Shared Services SA 4,092 5,119
Postage 1,250 1,090
Printing and stationery 2,235 2,126
Rental expense on operating lease 1,293 567
Repairs and maintenance 17,856 11,206
Security 7,497 3,665
Staff training and development 9,836 9,080
Staff travel expenses 517 557
Other supplies and services 9,104 8,574
Total supplies and services 295,703 268,585

Operating Leases
Operating lease payments are recogaised as an expense on a straight-line basis over the lease term as it is representative of the pattern
of benefits derived from the leased assets.

The aggregate benefit of lease incentives received by the Hospital in respect of operating leases have been recorded as a reduction of
rental expense over the lease term, on a straight-line basis.

Professional indemnity and general public insurance

Professional indemnity and general public liability claims arising from the Hospital's operations are managed as part of the State
Government Insurance Program. The Hospital pays an annual premium to the Department. The Department and the SA Government
Financing Authority, SAICORP Division are responsible for meeting the cost of any claims. Consequently, no provision for these
claims is recognised in the Hospital's financial statements.

Consultancies
The number of consultancies and dollar amount paid/payable (included in supplies and service expense) that fell within the following
bands:

2018 2017
No. 5000 No. §'000
Above $10,000 1 37 3 51
Total paid/payable to consultants engaged 1 37 3 St
5. Grants and subsidies
2018 2017
$060 000
Subsidies - 41
Funding to non-government organisations 4,145 3,438
Other - 12
Total grants and subsidies 4,145 3,491

The grants given are usually subject to terms and conditions set out in the contract, correspondence, or by legislation. Centributions
payable will be recognised as a liability and an expense when the Hospital has a present obligation to pay the contribution and the
expense recoganition criteria are met,



SOUTHERN ADELAIDE LOCAL HEALTH NETWORK
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 Junc 2018

6. Borrowing costs

2018 2017
$°000 $°060
Interest paid/payable on borrowings 745 1,046
Total borrowing costs 743 1,046

The Hospital does not capitalise borrowing costs. The total borrowing costs from financial liabilities not at fair value through the
Statement of Comprehensive Income was $0.743 million ($1.046 miilion).

7. Other expenses

2018 2017

Note 50060 o000

Bad and doubtful debts 16.1 147 (135}
Bank fees and charges 39 39
Net loss on revaluation of investments 38 3
Other® 1,049 950
Total other expenses 1,273 857

*Audit fees paid or payable to the Auditor-General's Department relating to work performed under the Public Finance and Audit Act
1987 were $0.318 million ($0.333 miltion). No other services were provided by the Auditor-General's Department. Other expenses
includes Ex-Gratia payment of £0.037 million ($0.019 million).

8. Revenues from fees and charges

2018 2017

$000 $’000
Fines, fees and penalties 19 39
Insurance recoverics - 10
Patient and client fees 28,019 27,544
Private practice fees 3,895 5,296
Recoveries 19,997 22,184
Sale of goods - medical supplies 465 568
Other user charges and fees 4,146 4,220
Total revenues from fees and charges 56,541 59,861

9, Grants and contributions

2018 2017

$000 $000
Commonwealth grants and donations 265 868
Other SA Government grants and contributions 1,559 1,749
Private sector grants and contributions 2.603 4337
Total grants and contributions 4,427 6,954

Contributions are recognised as an asset and income when the Hospital obtains control of the contributions or obtains the right to
receive the contributions and the income recognition criteria are met.

The grants received are usually subject to terms and conditions set out in the contract, correspondence, or by legislation.
Restrictions on contributions received

Of the $4.427 million ($6.954 million) received in 2017-18 for grants and contributions, $1.230 million ($1.721 million) was
provided for specific purposes, such as research and associated activities,

19. Interest revenues

2018 2017
$’000 $:000
Interest on Special Purpose Funds 160 171

Total interest revenues 160 171




SOUTHERN ADELAIDE LOCAL HEALTH NETWORK
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2018

11. Resources received free of charge

2018 2017
$000 $'000
Plant and equipment - 26
Services 4,064 -
Total resources received free of charge 4,064 26

Resources received free of charge include plant and equipment recorded at their fair value. The Hospital receives payroll, accounts
payable and accounts receivable services from Shared Services SA free of charge, following Cabinet’s approval to cease intra-
government charging,

Contributions of services are recognised only when a fair value can be determined reliably and the services would be purchased if
they had not been donated.

12. Net gain/{loss) from disposal of non-current and other assets

2018 2017
Land and buildings: $'000 50060
Proceeds from disposal - -
Less net book value of assets disposed - -
Less other costs of disposal - {211)
Net gain/(foss) from disposal of land and buildings - 211)
Plant and equipment:
Proceeds from disposal - 24
Less net book value of assets disposed (100) (68)
Net gain/(loss) from disposal of plant and equipment (109) (44)
Total assets:
Total proceeds from disposal - 24
Less total value of assets disposed (100) (68)
Less other costs of disposal - (211)
Total net gain/(loss) from disposal of non-current and other assets {100) {255)

Gains or losses on disposal are recognised at the date control of the asset is passed from the Hospital and are determined after
deducting the net book value of the asset from the proceeds at that time. When revalued asseis are disposed, the revaluation surplus is
transferred to retained earnings.

13. Other revenues/income

2018 2017
$000 $000
Cominissions revenue 24 35
Training revenue 10 2
Donations 408 1
Car parking revenue 2,133 2,328
Reversal of prior period impairment expense - 3,979
Other 7,642 6,544
Total other revenues/income 10,217 12,889

Donations for 2017-18 include $0.400 million returned from the Health Services Charitable Gifts Board (HSCGB) to partiafly fund
purchase of an O-Arm imaging system for utilisation by the Hospital.

14. Revenues from SA Government

2018 2017
$'000 $000
Recurrent funding 942 284 868,446
Capital funding 53,907 146,429
Total revenues from Department for Health and Wellbeing 996,191 1,014,875

The Department provides recurrent and capital funding under a service level agreement to the Hospital for the provision of general
health services. Contributions from the Department are recognised as revenues when the Hospital obtains control over the funding.
Control over the funding is normally obtained upon receipt.



SOUTHERN ADELAIDE LOCAL HEALTH NETWORK
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2018

15. Cash and cash equivalents

2018 2017

$'000 $000

Cash at bank or on hand: non-government financial institutions 1,517 1,602
Deposits with Treasurer 31,343 23,817
Imprest account/cash on hand 93 68
Tota!l cash 32,953 25,487

Cash is measured at nominal amounts.

The Hospital receives specific purpose funds from various sources including government, private sector and individuals. The amounts
are controlled by the Hospital and are used to help achieve the Hospital's objectives, notwithstanding that specific uses can be
determined by the grantor or donor. Accordingly, the amounts are treated as revenue at the time they are earned or at the time control
passes to the Hospital.

Deposits with the Treasurer

The Hospital operates through the Department's two deposit accounts held with the Treasurer, one general operating account and one
special purpose deposit account. The Hospital earns interest on the special deposit account and does not earn interest on the general
operating account hetd with the Treasurer.

16. Receivables

2018 2017
Current Note $000 $000
Patient/client fees: compensable 1,059 984
Patient/client fees: other 8,220 9,167
Debtors 4,441 4,386
Less: allowance for doubtful debts 16.1 (1,838) (1,878)
Prepayments 4,115 3,552
Workers compensation provision recoverable 1,809 3,302
Sundry receivables and accrued revenue 877 1,435
GST input tax recoverable 673 260
Taotal current receivables 19,358 21,208
Non-current
Debtors 903 83
Prepayments 1,656 1,765
Workers compensation provision recoverable 3,491 2,212
Total non-current receivables 6,050 4,060
Total receivables 25,408 25,268

16.1 Movement in the allowance for doubtful debts

The allowance for doubtful debts {(allowance for impairment loss) is recognised when there is objective evidence that a receivable is
impaired. An allowance for impairment loss has been recognised in other expenses in the profit or loss statement for specific debtors
and debtors assessed on a collective basis for which such evidence exists.

2018 2017
$000 3060
Carrying amount at the beginning of the period 1,878 3,418
Amounts written off {156) (742)
Increase/(Decrease) in allowance recognised in the Statement of Comprehensive Income 116 (798)
Carrying amount at the end of the period 1,838 1,878

The Hospital has recognised a bad and doubtful debt expense of $0.147 million ($-0.135 million)

16,2 Interest rate and credit risk

Receivables arise in the normal course of selling goods and services to other agencies and to the public, The Hospital's trading terms
for receivables are generally 30 days after the issue of an invoice or the goods/services have been provided under a contractual
arrangement. Receivables, prepayments and accrued revenues are non-interest bearing.

Collectability of receivables is reviewed on an ongoing basis. An allowance for doubtful debts is raised when there is objective
evidence that the Hospital will not be able to collect the debt. Other than as recognised in the allowance for doubtful debts, it is not
anticipated that counterparties will fail to discharge their obligations. The carrying amount of receivables approximates net fair value
due to being receivable on demand. There is no concentration of credit risk.

Refer to note 34 for further information on risk management.



SOUTHERN ADELAIDE LOCAL HEALTH NETWORIK
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
Tor the year ended 30 June 2018

17. Other financial assets

2018 2017
Non-current $’000 32000
Other investments® 2,657 2,695
Total non-current investments 2,657 2,695

The Hospital measures financizl assets and debts at historical cost.

* Flinders Reproductive Medicine Pty Ltd as trustee for Flinders Charitable Trust, trading as Flinders Festility is the only joint
arrangement in which the Hospital participates.

According to the terms of the joint venture, profit earned during the financial year is to be distributed to the beneficiaries, resulting in
immaterial net assets being held by the trust. However, it has previously been agreed that rather than paying out these distributions,
they be retained in Flinders Fertility as a liability to the beneficiaries to facilitate growth within the business. Therefore the Hospital
recognises their ownership interest of the distribution as a financial asset.

Refer to note 34 for further information on risk management.

18. Inventories

2018 2017
5000 5’000

Drug supplies 643 653
Inventory imprest stock 2,020 2,138
QOther 406 344
Total current inventories - held for distribution 3,069 3,135

Inventories held for distribution at no or nominal consideration, are measured at the lower of average weighted cost and replacement
cost,

The amount of any inventory write-down to net realisable value/replacement cost or inventory losses are recognised as an expense in
the period the write-down or loss occurred. Any write-down reversals are also recognised as an expense reduction,

19. Non-current assets classified as held for sale

2018 2017
$°000 $'000
Land - 2,572
Buildings and improvements - 13,352
Tetal non-current assets classified as held for sale - 15,924

Non-current assets are classified as held for sale and stated at the lower of their carrying amount and fair value less costs to sell if
their carrying amount will be recovered principally through a sale transaction rather than through continuing use. This condition is
regarded as met only when the sale is highly probable and the asset’s sale is expected to be completed one year from the date of
classification.

In 2017-18, the previous year’s decision to sell the Repatriation General Hospital (RGH} was reversed and was subsequently
reclassified from Held for Sale in accordance with AASB 116 Property Plant and Equipment.

20, Property, plant and equipment

20.1 Acquisition and recognition of non-current assets

Non-current assets are initially recorded at cost or at the value of any liabilities assumed, plus any incidental cost involved with the
acquisition. Non-current assets are subsequently measured at fair value after allowing for accumulated depreciation. Where assets are
acquired at no value, or minimal value, they are recorded at their fair value in the Statement of Financial Position. However, if the
assets are acquired at no or nominal values as part of a restructure of administrative arrangements, the assets are recorded at the value
held by the transferor public authority prier to the restructure.

The Hospital capitalises all non-current tangible property, plant and equipment that it controls valued at or greater than $10,000.
Assets recorded as works in progress represent projects physically incomplete as at the reporting date. Componentisation of complex
assets is penerally performed when the complex asset's fair value at the time of acquisition is equal to or greater than $5 million for
infrastructure assets and $1 million for other assets.

20.2 Depreciation and amortisation of non-current assets
All non-current assets, that have a limited useful life, are systematically depreciated/amortised over their useful lives in & manner that

reflects the consumption of their service potential,
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The useful lives, depreciation and amortisation methods of all major assets held by the Hospital are reassessed on an annual basis.

Changes in expected useful life or the expected pattern of consumption of future economic benefits embodied in the asset are
accounted for prospectively by changing the time period or method, as appropriate, which is a change in accounting estimate.

Land and non-current assets held for sale are not depreciated.

Depreciation/amortisation is calculated on a straight line basis over the estimated or revised useful life of the following classes of
assets as follows:

Class of asset Useful life (years)
Buildings and improvements 40 - 80
Leasehold improvements Life of lease
Plant and equipment:

e Medical, surgical, dental and biomedical equipment and furniture 5-15

e Other plant and equipment 3-~25

20.3 Revaluation of non-current assets

The Hospital revalues all land, buildings and site improvements triennially via a Certified Practicing Valuer. A triennial revaluation
of other non-current assets by a Certified Practicing Valuer is only performed when the assets fair value at the time of acquisition is
greater than $1 million, and the estimated useful life exceeds three years.

If at any time, management considers that the carrying amount of an asset greater than $1 million materially differs from its fair value,
then the asset will be revalued regardless of when the last valuation took place.

Non-current tangible assets that are acquired between revaluations are held at cost, until the next valuation, when they are revalued to
fair value.

Revaluation increases and revaluation decreases relating to individual assets within a class of property, plant and equipment, are
offset against one another within that class, but are not offset in respect of assets in different classes.

Any accumulated depreciation as at the revaluation date is eliminated against the gross carrying amounts of the assets and the net
amounts are restated to the revalued amounts of the asset.

Upon disposal or derecognition, any asset revaluation surplus relating to that asset is transferred to retained earnings.

20.4 Impairment

The Hospital holds its property, plant and equipment for their service potential (value in use). All non-current tangible assets are
valued at fair value. Specialised assets would rarely be sold and typically any costs of disposal would be negligible, accordingly the
recoverable amount will be closer to or greater than fair value. Where there is an indication of impairment, the recoverable amount is
estimated. The recoverable amount is determined as the higher of the asset's fair value less costs of disposal and depreciated
replacement cost. The amount by which the asset's carrying amount exceeds the recoverable amount is recorded as an impairment
loss. For revalued assets, an impairment loss is offset against the revaluation surplus for that class of assets, to the extent that the
impairment loss does not exceed the amount in the respective asset revaluation surplus.

Following the release of the Expression of Interest for Reactivating the Repat Health Precinct in August 2018, certain buildings were
identified that could potentially be demolished depending on the proposal adopted. As a consequence it was deemed appropriate that
these buildings be impaired to nil value.

20.5 Valuation of land and building
An independent valuation of land and buildings including site improvements was performed in March 2018 by a certified practising
valuer from James Lang Lasalle (SA) Pty Ltd, as at | June 2018.

The valuer arrived at the fair value of unrestricted land using the market approach. The valuation was based on recent market
transactions for similar land and buildings (non-specialised) in the area and includes adjustment for factors specific to the land and
buildings being valued such as size, location and current use.

The valuer used depreciated replacement cost for specialised land and buildings, due to there not being an active market for such
land and buildings. The depreciated replacement cost considered the need for ongoing provision of government services; specialised
nature of the assets, including the restricted use of the assets; the size, condition, location and current use of the assets. The
valuation was based on a combination of internal records, specialised knowledge and the acquisition/transfer costs.
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22. Fair value measurement
AASB 13 Fair Value Measurement defines fair value as the price that would be received to sell an asset, or paid to transfer a liability,
in an orderly transaction between market participants, in the principal or most advantageous market, at the measurement date.

The Hospita! classifies fair value measurement using the following fair value hierarchy that reflects the significance of the inputs used
in making the measurements, based on the data and assumptions used in the most recent revaluation:

® Level 1 — traded in active markets, and is based on unadjusted quoted prices in active markets for identical assets or liabilities that
the entity can access at measurement date.

© Level 2 — not traded in an active market, and are derived from inputs (inputs other than quoted prices included within Level 1) that
are observable for the asset, either directly or indirectly.

¢ Level 3 - not traded in an active market, and are derived from unobservable inputs.

In determining fair value, the hospital has taken into account the characteristic of the asset {e.g. condition and location of the asset
and any restrictions on the sale or use of the asset); and the asset’s highest and best use (that is physically possible, legally
permissible and financially feasible).

The Hospital's current use is the highest and best use of the asset unless other factors suggest an alternative use. As the hospital did
not identify any factars to suggest an alternative use, fair value measarement was based on current use.

The carrying amount of non-financial assets with a fair value at the time of acquisition that was less than $1 million or an estimated
useful life that was less than three years are deemed to approximate fair vaine.

Refer to notes 20 and 22.2 for disclosure regarding fair value measurement techniques and inputs used fo develop fair value
measurements for non-financial assets.

22.1 Fair value hierarchy
The fair value of non-financial assets must be estimated for recognition and measurement or for disclosure purposes. The Hospital
categorises non-financial assets measured at fair value into hierarchy based on the level of inputs used in measurement as follows:

Fair value measurements at 30 June 2018

Level 3 Total
$'000 $000

Recurring fair value measurements (Note 21)
Tand 43,255 43,255
Buildings and improvements 683,788 683,788
Leasehold improvements 4,065 4,065
Plant and equipment 15,062 15,062
Total recurring fair value measurements 746,170 746,170
Nen-recurring fair value measurements (Note 19)
Land held for sale - -
Buildings and improvements held for sale - -
Total non-recurring fair value measurements - -
Total 746,170 746,170
Fair value measurements at 30 June 2017

Level 3 Total

$'000 $'000

Recurring fair value measurements (Note 21)
Land 28,011 28,011
Buildings and improvements 436,329 436,329
Leasehold improvements 4,460 4,460
Plant and equipment 12,280 12,280
Total recurring fair value measurements 481,080 481,080
Non-recurring fair value measurements (Note 19)
Land held for sale 2,572 2,572
Buildings and improvements held for sale 13,352 13,352
Total non-recurring fair value measurements 15,924 15,924
Total 497,004 497,004

There are no non-recurring fair value measurements.
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The Hospital has measured land and buildings held for sale at fair value less costs to sell in accordance with AASB 5 Non-current
Assets Held for Sale and Discontinued Operations because the assets’ fair value less costs to sell is lower than its carrying amount,
Refer to note 19.

During 2018 and 2017, the Hospital had no valuations categorised into Level 1, there were no transfers of assets between Level 1, 2
and 3 fair value hierarchy levels in 2017-18.

The Hospital’s pelicy is to recognise transfers into and out of fair value hierarchy levels as at the end of the reporting period.
Valuation techniques and inputs used to derive Level 2 and 3 fair values are at note 20 and 22.2.

22.2 Valuation techniques and inputs

Land fair values were derived by using the market approach, being recent sales transactions of other similar land holdings within the
region, adjusted for differences in key attributes such as property size, zoning and any restrictions on use, and then adjusted with a
discount factor. For this reason they are deemed to have been valued using Level 3 valuation inputs.

Due te the predominantly specialised nature of health service assets, the majority of building and plant and equipment valvations
have been undertaken using a cost approach (depreciated replacement cost), an accepted valuation methodology under AASB 13. The
cxtent of unobservable inputs and professional judgement required in valuing these assets is significant, and as such they are deemed
to have been valued using Level 3 valnation inputs.

Unobservable inputs used to arrive at final valuation figores included:
@  TEstimated remaining useful life, which is an economic estimate and by definition, is subject to economic influences;

®  Cost rate, which is the estimated cost te replace an asset with the same service potential as the asset undergoing valuation
(altowing for over-capacity), and based on a combination of internal records including: refurbishment and upgrade costs,
kistorical construction costs, functional utility users, industry construction guides, specialised knowledge and estimated
acquisition/transfer costs;

@ Characteristics of the asset, including condition, location, any restrictions on sale or use and the need for ongoing provision of
Government services;

®  Effective life, being the expected life of the asset assuming general maintenance is undertaken to enable functionality but no
upgrades are incorporated which extend the technical life or functional capacity of the asset; and

®  Depreciation methodology, noting that AASB 13 dictates that regardless of the depreciation methodology adopted, the exit price
should remain unchanged.

Although there were some land and buildings valued using Level 2 inputs, the fair value of these was immaterial in comparison to the
whole class, therefore all land and buildings have been classified as Level 3.

23. Payables

2018 2017
Current $°000 8000
Creditors and accrued expenses 19,335 20,223
Paid Parental Leave Scheme 47 80
Staff on-costs* 11,368 10,534
Other payables 1,517 1,715
Total current payables 32,267 32,552
Non-current
Staff on-costs* 4,157 4,772
Other payables 187 194
Total nen-current payables 4,344 4,966
Total payables 36,611 37,518

*Staff on-costs include superannuation contributions. The Hospital makes contributions to several State Government and externally
managed superannuation schemes. These contributions are treated as an expense when they oceur, There is no liability for payments
to beneficiaries as they have been assumed by the respective superannuation schemes. The only liability outstanding at reporting date
relates to any contributions dvue but not yet paid to the South Australian Superannuation Board and externatly managed
superannuation schemes.

As a result of an actuarial assessment performed by DTFE, the percentage of the portion of long service leave taken as leave has
decreased from the 2017 rate of 48% to 35%. Mercer Consulting (Australia) Pty Ltd has determined that the average factors for the
calculation of employer superannuation cost on-costs has increased from the 2017 rate of 9.40% to 9.98%. These rates are used in the
employment on-cost calculation. The net financial effect of the above changes in the current financial year is a decrease in the
employment on-cost of $1.192 mitlion and employee benefits expense of $1.192 million. The estimated impact on 2019 and 2020 is

$1.239 million and $1.289 million respectively.
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Creditors represent the amounts owing for goods and services received prior to the end of the reporting period that are unpaid at the
end of the reporting period. Creditors include all unpaid invoices received relating to normal operations of the Hospital.

Accrued expenses represent goods and services provided by other parties during the period that are unpaid at the end of the reporting
period, and where an invoice has not been: processed /received.

The Paid Parental Leave Scheme payable represents amounts which the hospital has received from the Commonwealth Government
to forward onto eligible staff via the hospital's standard payroll processes. That is, the Hospital is acting as a conduit through which
the payment to eligible staff is made on behalf of the Family Assistance Office.

Interest rate and credit risk

Payables are measured at nominal amounts. Creditors and accruals are raised for all amounts owed. Sundry creditors are normally
settled within 30 days from the date the invoice is first received. Staff on-costs are settled when the respective staff benefits that they
relate to is discharged. All payables are non-interest bearing. The carrying amount of payables approximates net fair value due to the
amourits being payable on demand.

Refer to note 34 for further information on risk management.

24. Borrowings

2018 2017
Current $°000 $°000
Loans 3,008 3,546
Total current borrowings 3,908 3,346
Non-current
Loans 3,007 6,915
Total non-current borrowings 3,007 6,915
Total borrowings 6,915 10,461
The Hospital measures financial liabilities including borrowings/debt at historical cost.
The movement in loans liability of $3.546 million ($3.033 million) arises from financing cash flows.
Refer to note 34 for further information on risk management,
DPefaults and breaches
There were no defaults or breaches on any of the above liabilities throughout the year.
25. Staff benefits

2018 2017
Current $'000 3’000
Annual leave 70,966 64,543
Long service leave 8,695 8,093
Accrued salaries and wages 16,444 13,871
Skills and experience retention leave 4,882 5,062
Other 197 187
Total current staff benefits 101,184 91,750
Non-current
Long service leave 121,883 113,439
Total non-current staff benefits 121,883 113,439
Total staff benefits 223,067 205,195

25.1 Salaries and wages, annual leave, skills and experience retention leave and sick leave
The liability for salary and wages is measured as the amount unpaid at the reporting date at remuneration rates current at the
reporting date,

The annual leave fiability and the skills and experience retention leave liability is expected to be payable within 12 months and is
measured at the undiscounted amount expected to be paid. In the unusual event where salary and wages, annual leave and skills and
experience retention leave liability are payable later than 12 months, the liability will be measured at present value.

No provision has been made for sick leave, as all sick leave is non-vesting, and the average sick leave taken in future years by
employees is estimated to be less than the annual entitlement for sick leave.
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25.2 Long service leave

The liability for long service leave is measured as the present value of expected future payments to be made in respect of services
provided by employees up to the end of the reporting period using the projected unit credit method. AASB 119 contains the
caleulation methodology for long service leave lability,

The actuarial assessment performed by Mercer Consulting (Australia) Pty Ltd has provided a basis for the measurement of long
service leave and is based on actuarial assumptions on expected future salary and wage levels, experience of employee departures and
perieds of service. These assumptions are based on employee data over the health sector across government.

AASB 119 requires the use of the vield on long term Commonwealth Government bonds which matches the expected duration of the
{tabilities as the discount rate in the measurement of the long service leave liability.

The appropriate yield on long term Commonwealth Government bonds has increased from 2017 rate of 2.51% to 2.69%. This
increase of the bond yield, which is used as the rate to discount future LSL cash flows, results in a decrease in the reported LSL
liability.

The net financial effect of the changes in the bond vield in the current year is a decrease in the reported LSL liability of $2.402
million and staff benefits on-costs expense of $0.084 million. This decrease has largely been offset by changes to the assumptions
associated with the duration of the lHability resulting in an overall net increase in the reported LSL liability relative to 2017, The
impact on the future periods is impracticable to estimate as the long service leave liability is caleulated using a number or
assumptions - a key assumption being the long-term: discount rate.

The actuarial assessment performed by DTF left the salary inflation rate at 4.00% for LSL Hability and 3.00% for annual leave and

skills, experience and retention leave liability. As a result, there is no net financial effect resulting from changes in the salary inflation
rate.

20. Provisions

2018 2017
Note

Current $°000 $'000
Workers compensation 26.1 4,880 6,604
Total current provisions 4,880 6,604
Non-current
Workers compensation 26.1 33,740 19,700
Toial non-current provisions 33,740 19,700
Toial provisions 38,620 26,304

26.1 Worlkers Compensation

Workers compensation statutory provisions

The Hospital is an exempt employer under the Refurn to Work Aet 2014. Under a scheme arrangement, the Hospital is responsible for
the management of workers rehabilitation and compensation, and is directly responsible for meeting the cost of workers'
compensation claims and the implementation and funding of preventive programs.

Although the Department provides funds to the Hospital for the seitlement of lump sum and redemption payments, the cost of these
claims, together with other claim costs, are met directly by the Hospital, and are thus reflected as an expense from ordinary activities
in the Statement of Comprehensive Income.

The workers compensation provision is an actuarial estimate of the outstanding liability as at 30 June 2018 provided by a consulting
actuary engaged through the Office of the Commissioner for Public Sector Employment. The provision is for the estimated cost of
ongoing payments to staff as required under cuarrent legislation. There is a high level of uncertainty as to the valuation of the liability
(including future claims costs). The liability covers claims incurred but not yet paid, incurred but not reported and the anticipated
direct and indirect costs of settling these claims. The liability for outstanding claims is measured as the present value of the expected
future payments reflecting the fact that all claims do net have to be paid in the immediate future.

Workers Compensation non-statutory provisions

Additional insurance compensation arrangements for certain work related injuries have been introduced for most public sector
employees through various enterprise bargaining agreements and industrial awards. This insurance/compensation is intended fo
provide continuing benefits to non-seriously injured workers who have suffered eligible work-related injuries and whose entitlements
have ceased under the statutory workers compensation scheme.

The workers compensation non-statutory provision is an actuarial assessment of the outstanding claims liability, for the first time, as
at 30 June 2018 provided by a consulting actuary (PricewaterhouseCoopers) engaged through the Office of the Commissioner for
Public Sector Employment. There is a high level of uncertainty as to the valuation of the liability (including future claim costs), this is
largely due to the enterprise bargaining agreements and industrial awards being in place for a short period of time and the emerging
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experience is unstable. The average claim size has been estimated based on applications to date and this may change as more
applications are made. As at 30 June 2018 the Hospital recognised workers compensation non-statutory provision of $§0.313 million,
ag the provision was introduced in 2017-18 there are no comparatives available,

Reconciliation of workers compensation (statutory and ron-statutory)

2018 2017

$:000 $°000
Carrying amount at the beginning of the period 26,304 24,298
Increase in provisions recognised 13,211 3,860
Reductions arising from payments/other sacrifices of future economic benefits (895) (1,854)
Carrying amount af the end of the period 38,620 26,304
27. Other liabilities

2018 2017
Current $'000 $*000
Unearned revenue 181 105
Other 3 7
Total current other liabilities 184 112
Nos-current
Lease incentive 334 312
Total non-current ather liabilities 334 312
Total other liabilities 518 424

28, Unrecognised contractual commitments

Commitments include operating, capital and outsourcing arrangements arising from contractual or statutory sources, and are disclosed
at their nominal value. Unrecognised contractual commitments are disclosed net of the amount of GST recoverable or payable. If
GST is not recoverable or payable, the commitments are disclosed on a gross basis.

28.1 Operating lease revenue commitinents

2018 2017
Commitments in refation to operating feases contracted for at the reporting date but not recognised as $000 $'009
assets are receivable as follows:
Within one year 130 476
Later than one year but not longer than five years 96 184
‘T'otal operating lease commitments 226 660
28.2 Operating lease expenditure comniitiments

2018 2017
Commitments in relation to operating leases contracted for at the reporting date but not recognised as 3000 5'000
liabilities are payable as follows:
Within one year 2,171 2,319
Later than one year but not longer than five years 5,867 5,379
Later than five years 6,016 7,099
Total operating lease commitments 14,054 14,797
Representing:
Non-cancellable operating leases 14,054 14,757
Total operating lease comniitments 14,054 14,797

The Hospital's operating lease expenses are for office accommodation and car parking. Office accommodation and car parking are
leased from a variety of organisation. The lease are non-canceltlable with various terms, some lease having the right of renewal. Rent
is payable in arrears.

28.3 Other expenditure commitments

2018 20617

$'000 8'000
Within one year 30,696 33,889
Later than one vear but not longer than five years 16,289 24,452
Tetal other expenditure commitments 46,985 58,341

The Hospital's expenditure commitments are for agreements for goods and services contracted but not received.
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29, Contingent assets and liabilities

Contingent asseis and contingent liabilities are not recognised in the Statement of Financial Position, but are disclosed within this
note and, if quantifiable are measured at nominal value. Contingencies are disclosed net of the amount of GST recoverable or
payable. If GST is not recoverable or payable, the contingencies are disclosed on a gross basis.

29.1 Contingent Assets
The Hospital is not aware of any contingent assets.

295.2 Contingent Liabilities
As at 30 June 2018, Flinders Fertility had six outstanding claims in relation to losses suffered due to generator failure during the 2016
South Australian blackout.

29.3 Guarantees
The Hospital has made no guarantees.

30. Related party transactions
The Hospital is controlled by the SA Government.

Retated parties of the Hospital include all key management personnel and their close family members; all Cabinet Ministers and their
close family members; and all public authorities that are controlled and consolidated into the whoie of government financial
statements and other interests of the Government.

30.1 Significant transactions with government related entities

Significant transactions with S8A Government are identifiable throughout this financial report. In addition, the Hospital received
funding from the SA Govemnment via the Department (note 14), and incwred expenditure via the Department for medical, surgical
and laboratory supplies, computing, insurance and inter-health staff recharging (note 4 and 32). The Department transferred capital
works in progress of $65.687 million (§126.515 million) to the Hospital. The Hospital has an outstanding Ioan balance payable to the
Department at 30 June of $6.915 million ($10.461 million). The Hospital incurred expenditure with the Department of Planning,
Transport and Infrastructare (DPTI) for capital works of $4.586 million ($2.132 million).

Quantitative information about transactions and balances between the Hospital and other SA Government controlled entities are
disclosed at note 32.

The Hospital has lease arrangements (both as lessee and as lessor) with other SA Government controlled entities. The premises are
provided/received at nil or rominal rental with outgoings such as utilities being paid by the lessee.

30.2 Transactions with Key Management Personnel and other related parties
Compensation of key management personnel is disclosed at note 3.

The Hospital did not enter into any transactions with key management personnel or their close family in 2017-18 that were not
consistent with normal procurement arrangements.

31. Interests in other entities

Equity accounted investment

Long Entity Name: Flinders Reproductive Medicine Pty Ltd as trustee for Flinders Charitable Trust, trading as
Flinders Fertility

Ownership interest: 50%

Disclosure:

Flinders Reproductive Medicing Pty Ltd as trustee for Flinders Charitable Trust, trading as Flinders Fertility is the only joint
arrangement in which the Hospital participates.

Flinders Fertility is & private fertility clinic based within Flinders Medical Centre in Bedford Park, South Australia. Flinders Fertility
is structured as a private trust which is not a reporting entity and is not publicly listed, The Hospital and Flinders University each
have a 50% beneficial entitlement to the net assets of the trust. Accordingly, the interest is classified as a joint venture with the
investment measured using the equity accounting method.

The Hospital's share in the equity of the Flinders Fertility is calculated based on the draft financial statements provided as at the
reporting period and subsequently adjusted when the final Audited financial statements are available.

Based on the draft financial statements as at 30 June 2017, Flinders Fertility projected a profii, however the andited statements
recorded a loss due primarily to the write-off of items previously capitalised and the draft financial statements as at 30 June 2018 also
project a further loss. The losses for both years have not been distributed to the beneficiaries.
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The following table summarises the financial information of Flinders Fertility based on currently available information:

Percentage ownership interest

Current assets
Current habilities
Non-current assets
Non-current liabilities
Net assets

Groups share of net assets (50%)
Share of beneficial entitlement

Carrying amount of interest in joint venture

Expenses
Revenue

Profit/(less) and total comprehensive income

Entity's share of profit/loss and total comprehensive income (50%)*

*The loss has not been distributed at this stage.

32. Transactions with SA Government

2018 2017
50 % 50 %
$'000 $'000
2,474 4,361
(1,315) (650)
1,849 2,052
(3,008) (5,763)
2,657 2,605
2,657 2,695
(7,900) (4,904)
5,192 4980
(2,708) 76
(1.354) 38

The following table discloses revenues, expenses, financial assets and liabilities where the counterparty/transaction is with an entity
within the SA Government as at the reporting date, classified according to their nature.

Note SA Government Non-SA Government TFotal
2018 2017 2018 2017 2018 2017
$°000 $’000 $°000 $°000 $°000 $’000

EXPENSES

3 Staff benefits expenses 2,566 2,779 733,408 673,006 736,064 675,875

4 Supplies and services 122,187 112,432 173,516 156,153 205,703 268,585
Administration 20 5 197 210 217 215
Advertising a5 174 2,190 1,759 2,285 1,933
Communication 434 465 1,298 1,039 1,732 1,504
Computing 9,764 8,632 881 786 10,645 9,418
Consultants - - 37 51 37 51
Contractors 1LE71 966 3,212 1,282 4,383 2,248
Contractors - agency staff 5,268 5,287 15,754 9,921 21,022 15,208
Drug supplies 14,613 428 2,417 17,487 17,030 17,845
Electricity, gas and fuel 1 i 9,409 6,156 9,410 6,157
Fee for service 398 300 35,856 32,549 36,254 32,849
Food supplies 253 308 10,876 10,147 11,129 10,455
Housekeeping 1,676 1,608 5,984 9,287 1%,660 10,895
Insurance 5,678 6,163 - 1 5,678 6,164
Internal SA Health SLA payments 7,109 7,918 - - 7,109 7,918
Legal 180 192 29 24 209 216
Medical, surgical and laboratory supplies 56,119 54,571 31,882 32,400 88,001 86,971
Minor equipment 168 534 3,160 1,702 3,328 2,236
Motor vehicle expenses 1,381 1,279 858 1,462 2,239 2,741
Occupancy rent and rates 1,765 1,631 1,609 2,062 3,374 3,693
Patient transport 5,942 5,446 335 438 6,281 5,884
Services from Shared Services SA 4,092 5,119 - - 4,002 5119
Postage 5 [5 1,245 1,075 1,250 1,090
Printing and stationery 664 654 1,571 1,472 2,235 2,126
Rental expense on operating lease - - 1,293 567 1,293 567
Repairs and maintenance 4,121 9,578 13,735 1,628 17,856 11,206
Security 536 475 6,961 5,190 7,497 5,665
Staff training and development 96 i7 9,740 9,063 9,836 9,080
Staff travel expenses - - 517 557 517 557
Other supplies and services 638 666 8,466 7,908 9,104 8,574
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Note SA Government Non-SA Government Total
2018 2017 2018 2017 2018 2017
000 $*000 $’000 $’000 $000 §’000
Depreciation and amortisation expense - - 31,725 31,439 31,725 31439
5 Grants and subsidies - 12 4,145 3,479 4,145 3491
Subsidies - - - 41 - 41
Funding to non-government organisations - - 4,145 3,438 4,145 3,438
Qther - 12 - - - 12
6 Borrowing costs 745 1,046 - - 745 1,046
12 Net lass from disposal of non-current and other - 12 100 243 100 255
assets
Total proceeds from disposal - - - 24 - (24}
Less total value of assets disposed - - 100 68 100 68
Less other costs of disposal - 12 - 199 - 211
7 Other expenses 719 1,042 554 (185) 1,273 857
Bad and doubtful debts - - 147 (135) 147 {135}
Bank fees and charges - - 39 39 39 39
Net loss on revaluation of investments - - 38 3 38 3
Other 719 1,042 330 (92) 1,049 950
TOTAL EXPENSES 126,217 117,323 943,538 864,225 1,069,755 981,548
INCOME
8 Revenues from fees and charges 11,519 11,178 45,022 48,683 56,541 59,861
Fines, fees and penalties - - 19 39 19 39
Insurance recoveries - - - 10 - 10
Patient and client fees 200 113 27,819 27431 28,019 27,544
Private practice fees - - 3,895 5,296 3,895 5,296
Recoveries 11,135 10,963 8,862 11,221 19,997 22,184
Sale of goods - medical supplies 55 45 410 523 465 568
Other user charges and fecs 129 57 4,017 4,163 4,146 4,220
9 Grants and contributions 1,559 1,749 2,868 5,205 4,427 6,954
Commonwealth grants and donations - - 265 868 265 868
Other SA Government grants and contributions 1,559 1,745 - - 1,559 1,749
Private sector grants and contributions - - 2,603 4,337 2,603 4,337
1() Interest revenues 160 171 - - 160 171
11 Resources received free of charge 4,064 - - 26 4,064 26
13 Other revenues/income 583 1,916 9,634 10,973 10,217 12,889
Commissions revenue - - 24 35 24 35
Training revenue 2 2 8 - 10 2
Donations - - 408 H 408 I
Car parking revenue - 4 2,133 2,324 2,133 2,328
Reversal of prior period impairment expense - - - 3,979 - 3,979
Other 581 1,910 7,061 4,634 7.642 6,544
14 Revenues from SA Government 996,191 1,014,875 - - 994,191 1,014,875
TOTAL INCOME 1,014,076 1,029,889 57,524 04,887 1,071,600 1,094,776
FINANCIAL ASSETS
15 Cash and cash equivalents 31,343 23,817 1,610 1,670 32,953 25,487
16 Receivables 5,577 5,601 19,831 19,667 25,408 25,268
Patient/client fees: compensable - - 1,059 984 1,059 984
Patient/client fees: other - - 8,220 3,167 8,220 9,167
Debtors 265 87 5,079 4,382 5,344 4.469
Less: allowance for doubtful debts - - (1,838) (1,878) (1,838) (1,878)
Prepayments 12 - 5,759 5317 5,771 5317
Workers compensation provision recoverable 5,300 5,514 - - 5,300 5,514
Sundry receivables and accrued revenue - - 877 1,435 877 1,435
GST input tax recoverable - - 675 260 675 260
17 Other financial assets - - 2,657 2,695 2,657 2,695
Other investments - - 2,657 2,695 2,657 2,695
TOTAL FINANCIAL ASSETS 36,920 29.418 24,098 24,032 61,018 53,450
FINANCIAL LIABILITIES
23 Payables 1,769 3,072 34,842 34,446 36,611 37,518
Creditors and accrued expenses 1,769 3,072 17,566 17,151 19,335 20,223
Paid Parental Leave Scheme - - 47 80 47 80
Staff on-costs - - 15,525 15,306 15,525 15,306
Other payables - - 1,704 1,909 1,704 1,909
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24 Borrowings 6,915 10,461 - - 6,915 10,461
Loans 6,915 10,461 - - 6,915 10,461
27 Other liabilities (12) (8) 530 432 518 424
Unearned revenue - - 181 105 181 105
Lease incentive - - 334 312 334 312
Other (12) (8) 15 15 3 7
TOTAL FINANCIAL LIABILITIES 8,672 13,525 35,372 34,878 44,044 48,403
33. Cash flow reconciliation
Reconciliation of cash and cash equivalents at the end of the reporting period 2018 2017
$'000 $'000
Cash and cash eguivalents disclosed in the Statement of Financial Position 32,953 23,487
Cash as per Statement of Financial Position 32,953 25,487
Balance as per Statement of Cash Flows 32,953 25,487
Reconciliation of net cash provided by operating activities to net cost of providing services:
Net cash provided by (used in) operating activities 61,599 18,149
Department for Health and Wellbeing contributions for the provision of health services (996,191)  (1,014,875)
Add/less non-cash items
Capital revenues - 126,515
Depreciation and amortisation expense of non-current assets (31,725) (31,439)
Gain/(loss) on sale or disposal of non-current assets (160) {235)
Impairment of non-current assets - 3,979
Resources received free of charge - 26
Revaluation of investments (38) (3}
Movement in assets and liabilities
Increase/(decrease) in receivables 139 (1,811}
Increase/(decrease) in inventories (67) 17
(Increase)/decrease in staff benefits (16,594} 5,514
(Increase)/decrease in payables and provisions (11,273) (8,107)
(Increase)/decrease in other labilities (96} 543
Net cost of providing service (994,346) (901,647)

Cash and cash equivalents in the Statement of Cash Flows consist of cash and cash equivalents as per the Statement of Financial

Position, net of bank overdrafis.
34. Financial instruments/financial risk management

34.1 Financial risk management

Risk management is managed by the Department's Risk and Assurance Services section and risk management policies are in
accordance with the Risk Management Policy Statement issued by the Premier and Treasurer and the principles established in the
Australian Standard Risk Management Principles and Guidelines.

The Hospital’s exposure to financial risk (liquidity risk, credit risk and market risk) is low due to the nature of the financial
instrumnents held.

34.2 Liquidity Risk

The Hospital is funded principally by the Department. The Department works with DTF to determine the cash fiows associated with
this Government approved program of work and to ensure funding is provided through SA Government budgetary processes to meet
the expected cash flows.

Refer to note 23 and 24 for further information.

34.3 Credit and market risk

The Hospital has policies and procedures in place to ensure that debtors are managed appropriately. The Hospital does not trade in
foreign currency, enter into transactions for speculative purposes, nor for hedging. No collateral is held as security and no credit

enhancements relate to financial assets held by the Hospital.

Refer to notes 15, 16 and 17 for further information,
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Exposure to interest rate risk may arise through its interest bearing liabilities, including borrowings. There is no exposure to forgign
currency or other price risks.

There have been no changes in risk exposure since the last reporting period.

34.4 Categorisation of financial instruments

Details of the significant accounting policies and methods adopted including the criteria for recognition, the basis of measurement,
and the basis on which income and expenses are recognised with respect to each class of financial asset, financial liability and equity
instrument are disclosed in the respective financial asset / financial lability note.

The carrying amounts of each of the following categories of financial assets and liabilities; Held-to-maturity investments; loan and
receivables; and financial liabilitics measured at cost are detailed below.,

The FHospital does not recognise any financial assets or financial liabilities at fair value, but does disclose fair value in the notes. All
of the resulting fair value estimates are included in Level 2 as all significant inputs required are observable.

®  The carrying value less impairment provisions of receivables and payables is a reasonable approximation of their fair values
due to the short-term nature of these (refer notes 16 and 23).

@  Borrowings are initially recognised at fair value, plus any transaction cost directly attributable to the borrowings, then
subsequently held at amortised cost. The fair value of borrowings approximates the carrying amount, as the impact of
discounting is not significant (refer note 24).

®  [eld-to-maturity investments are initially recognised at fair value, then subsequently held at amortised cost. This is the most
representative of fair value in the circumstances (refer note 17).

2018 2017
Notes Carrying Carrying
amount/ amount/
Fair value | Fair value
Category of financial asset and financial liability $ 000 $*000
Financial assefs
Cash and equivalent
Cash and cash equivalents 15,33 32,953 25,487
Loans and receivables
Receivables o 16 13,662 14,044
Available for sale financial assets
Other financtal assets 17 2,657 2,695
[Total financial assets 49,272 42,226
Financial labilities
Financial liabilities at cost
Payables @ 23 20,744 21,799
Borrowings 24 6,915 10,461
Other liabilities 27 337 319
Total financial Habilities 27,996 32,579

w Receivable and payable amounts disclosed here exclude amounts relating to statutory receivables and payables (e.g.
Commonwealth taxes, Auditor-General’s Department audit fees ete). In government, certain rights to receive or pay cash
may not be contractual and therefore in these situations, the requirements will not apply. Where rights or obligations have
their source in legislation such as levies, tax and equivalents etc they would be excluded from the disclosure. The standard

defines contract as enforceable by law. All amounts recorded are carried at cost (not materially different from amortised
cost).

@ Receivables amount disclosed here excludes prepayments. Prepayments are presented in note 16 as Trade and other
receivables in accordance with paragraph 78(b} of AASB 101. However, prepayments are not financial assets as defined in
AASB 132 as the future economic benefit of these assets is the receipt of goods and services rather than the right to receive
cash or another financial asset.
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35. Impact of Standards and Statements not yet implemented

The Hospital did not voluntarily change any of its accounting policies during 2017-18.

The Hospital has assessed the impact of the new and amended Australian Accounting Standards and Interpretations not yet
impiemented and changes to the Accounting Policy Statements issued by the Treasurer. The material impacts on the Hospital are
outlined below,

35.1 AASB 9 Financial Instruments
AASB 9 applies to reporiing periods commencing after 1 January 2018. The application date for the Hospital is T July 2018,

AASB 9 changes the requirements for classification, impairment and disclosures associated with the Hospital's financial assets.

AASB 9 introduces different criteria for whether financial assets can be measured at amortised cost or fair value.
The Hospital has reviewed the impact of AASB 9 on the classification and measurement of its financial assets. The following
summarises the estimated impact on categorisation and valuation of the amounts reported in notes 16 and 17.

@ there will be no change to either the classification or valuation of cash and cash equivalent itemns;

e trade receivables will be classified as 'Debt’ and measured at amortised cost, simikar to the current classification of 'loans
and rececivables’; and

e there will no change to the classification or measurement under the equity method of interests in the Flinders Reproductive
Medicine Pty Ltd.

However, the new impairment requirements will result in a provision being applied to all receivables (expected loss) rather than
only on those receivables that are credit impaired (incurred loss). The Hospital will be adopting the simplified impairment
approach under AASB 9 and will measure the impairment allowance at lifetime expected credit losses on all trade receivables and
contract assets using a provision matrix as a practical expedient.

Applying this approach, the Hospital has estimated the opening impairment provision on 1 July 2018 1o be $0.443 million, a
decrease of $1.393 million compared to the amount reported at 30 June 2018, resulting in net receivables of $26.813 million on
transition and will not restate comparatives on adopting AASB 9.

There will be no additional impairment provisions for State, Territory or Commonwealth Government receivables due to the
Governments' high quality credit rating.

35.2 AASB 15 Revenue from Contracts with Customers and AASB 1058 Income of Not for Profit Entities
AASB 15 and AASB 1058 apply to reporting periods commencing after | January 2019, The application date for the Hospital is 1
July 2019.

AASB 15 establishes a comprehensive framework for determining the nature, amount and timing of revenue arising from contracts
with customers. AASB 1058 clarifies and simplifies the income recognition requirements that apply to not for profit entities, in
conjunction with AASB 15, These standards replace AASB 111, AASB 118 and a large part of AASB 1004,

The Hospital has commenced consideration and analysis of the new revenue recognition requirements and has not yet finalised its
assessment of their impact. The Hospital will continue its assessment of the impact over the next 12 months,

Potential impacts identified at this time are:

&  prants presently recognised as revenue upfront may be progressively recognised as the associated performance obligations
are satisfied, where those performance obligations are enforceable and sufficiently specific;

e grants that are not enforceable and/or sufficiently specific will continue to be recognised as revenue upfront i.e. no change
to current treatment;

&  peppercorn lease arrangements currently recognised at nominal amounts, will now be recognised at fair value under AASB
1058;

e depending on the respective contractual terms, AASB 15 may potentially result in a change to the timing of revenue from
contracts and fees and charges. Some revenue may need to be deferred to a fitture reporting period if the Hospital receives
funds prior to completing the associated obligations; and

e contributed services will continue to be recognised by the Hospital when a fair value can be determined reliably and the
services would be purchased if they had not been donated.
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35.3 AASB 16 Leases
AASB 16 will apply to reporting periods commencing after 1 January 2019. The application date for the Hospital is 1 July 2019.
This standard replaces AASB 117 and Interpretation 4, 115 and 127.

AASB 16 largely retains the current lessor accounting model but does introduce a single lessee accounting model. It requires a
lessee to recognise assets (representing rights to use the underlying leased asset) and liabilities (representing the obligation to make
lease payments) for all leases with a term of more than 12 months, unless the underlying asset value is low. In effect, the majority
of leases presently classified as operating leases will be recognised in the Statement of Financial Position.

The right of use asset will initially be recognised at cost and will give rise to a depreciation expense. The lease liability will initially
be recognised as the present value of the lease payments during the term of the lease. Current operating lease rental payments will
no longer be expensed in the Statement of Comprehensive Income. These payments will now reduce the recognised liability over
time and the finance charge component recognised as an expense.

The Hospital has commenced its analysis and assessment of right to use arrangements and notes the significant work involved to
capture, assess and report these arrangements due to the large scale of its leasing activities.

The Hospital has not yet quantified the exact impact on the Statement of Comprehensive Income and Statement of Financial
Position as a result of applying AASB 16 to its right to use asset arrangements. However, the Department’s current operating lease
commitments note (see note 28.2) provides an indication of the amounts to be recognised ‘on-balance sheet’ at transition (an
expected increase in lease liabilities with a corresponding right-of-use asset). The reclassification between supplies and services
expense and depreciation/interest expense has not yet been estimated.

The Hospital will continue its assessment of the impact over the next 12 months. It is envisaged that the Hospital will apply the
cumulative approach via an adjustment to accumulated surplus at date of initial application and will not restate comparatives.

36. Events after balance date

Adjustments are made to amounts recognised in the financial statements, where an event occurs after 30 June and before the date the
financial statements are authorised for issue, where those events provides information about conditions that existed at 30 June.

Note disclosure is made about events between 30 June and the date the financial statements are authorised for issue, where the events
relate to a condition which arose after 30 June and which may have a material impact on the results of subsequent years.

The Hospital is aware of the following non-adjusting event: The State Government is reforming SA Health’s governance
arrangements and accordingly a Health Care (Governance) Amendment Act (amending Act) was proclaimed on 2 August 2018 and
will come into effect 1 July 2019. The amended Act, amongst other matters will enable the Hospital to be governed by a Board
(Governing Board).
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