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	1. Income Matching
	Comment: If Health Services have projected expenditure in their 05/06 budgets for activities that are to be specifically funded in 05/06 e.g. by Government, then that amount of funding or estimate of the amount of funding likely to be received should be reflected in the budget. This is consistent with the Circular on Income in Advance (Circular 17/2002) as these grants are non-reciprocal in nature (AASB 1004 – Contributions).

Policy: Health Services expenditure in 05/06 budgets that falls within the current DHS Circular on Income in Advance should be matched by an equal amount of revenue. Monthly accruing should commence forthwith. Generally Accepted Accounting Principles require matching of revenue against expenses. In the event that the application AASB 1004 causes expenditure and revenue to be mismatched, this must be commented on in CEO’s comments in the F1. 

	2. Equipment & Infrastructure Maintenance Grant
	Comment: The amount included in the 2005-06 budget for this grant is final. This grant differs from the Targeted Equipment Grant, which is a submission-based allocation. The Equipment & Infrastructure Maintenance Grant was cash flowed in full in early 2005/6.  

Policy: As the grant amount is final and receipt of the grant is certain, monthly accruing should commence from July 2005 in agency accounts and be in accordance with Hospital Circular 17/2002 with the grant being recorded as HSA operating revenue.

	3. New Technology funding
	Existing Initiatives: 

Comment: The funding to be allocated under Existing Initiatives is claim-based. Existing initiative includes coated stent, scoliosis, high risk transplant such lung and cell transplants.

Policy:  Health Services should only accrue for the funding as revenue when advised of the amount approved by DHS. Once advised, accrual should be made for the arrears in the month of notification with the remaining amount accrued monthly.

New Initiatives:
Comment: The funding to be allocated is submission-based. Until the submissions are approved after due consideration by Victorian Policy Advisory Committee on Clinical Practice and Technology (VPACT), there is no basis to estimate with reasonable certainty the amount of funding for each submission.

Policy:  Health Services should only accrue for the New initiatives funding as revenue when advised of the amount approved by DHS. Once advised, accrual should be made for the arrears in the month of notification with the remaining amount accrued monthly.

	4. Access Bonus Pool funding
	Comment: Although the amount advised at the start of the year is a notional allocation only, Health Services should be in a position to estimate the proportion that they are likely to be receiving in 2005/06. However, as this is a performance-based allocation, a degree of conservatism needs to be taken in estimating an amount for incorporation into Health Services’ results.

Policy:  Health Services should accrue the bonus each month based on their actual performance and expected return. Upon receipt of formal advice from DHS at the end of each quarter, a health Service should amend their results to reflect the actual bonus achieved.

	5. Mental Health – Annual Provisions & Minor Works Grant
	Comment: The recurrent allocation advised to Health Services is based on 1% of the Health Services Mental Health funding and the allocation is final. This differs from the submission-based allocation.

Policy: 

Recurrent Allocation: Health Services to include in their 05/06 budget the full amount advised as a stream of 05/06 revenue. Monthly accruing should commence from July 2005 in their accounts. 

Submission Based: The funding for this should only be recognised when the submission is approved. There should be proper matching of revenue against expenditure.

	6. Long Service Leave funding


	Comment and Policy: DHS assumes responsibility on long service liability incurred by Hospitals. The current circular on LSL is 16/2004 issued on the 1.6.2004. The circular sets out the accounting on recognition of LSL revenue, expenditure, receivable, payable and claim on excess when LSL paid is greater than the 1.8% of actual WIES funding.

	7. AASB 1004 – Contributions (Non-Reciprocal)
	Comment:  For a number of years MHSs have received grants for services to be provided in the following financial year. The Auditor-General has now declared many of these grants to be non-reciprocal and therefore to be recorded as income in the year that they are received (Circular 17/2002).

Policy:  Where a MHS has a reasonable expectation that previous funding practices are likely to re-occur, then 40% of the amount received for similar items in 04/05 should be included in their 05/06 budget. Monthly accruing should commence forthwith in their accounts and be disclosed in the CEO’s Comments in the monthly F1.

	8. AASB 119 – Employee Benefits
	Comments: Employees benefits mean benefit entitlements which employees accumulates as a result of the rendering of their services to the hospital up to the reporting date, and include accrued salaries and wages, accrued days off, annual leave, long service leave, superannuation and other post-employment benefits. 

Policy: Accounting for employee benefits should be made in accordance with the Chart of Accounts – Business Rules, Version 6 accessible at www.health.vic.gov.au/accounts/. Accounting for LSL revenue and expenditure is found in Circular 16/2004. 

Irrespective of the timing of funding for new awards and change in award rates, these policies apply: (1) Funding should be estimated based on best available information (2) Revenue should be accrued and recognised as such based this accounting estimate (3) There should be appropriate matching of revenue with expenses on employment costs (4) Accounting estimate should be revised to actual when known. Monthly accrual of employee benefits is required.

	9. Transitional Funding
	The grant amount is final and certain. Hospital should include this funding in its budget and accrue this monthly from July 2005 as operating revenue. At the time the final amount of transitional funding is notified in writing from DHS, the Health Service should recognise the equivalent months accrual in that month.  i.e. if received in September 2005, 3/12ths of the full amount should be recognised in September’s reported results. The account and cost centre codes allocated for this funding are 54001 and A8502 respectively.

	10. Revenue recognition of items subject to recall
	Comment: Revenue resulting from variable activity such as WIES, VACS etc should appropriately reflect the recall provisions from the Policy and Funding Guidelines.  In essence, this means that health services should perform a YTD mini PYA calculation every month based on the activity targets already provided to DHS.  This calculation should include above target performance to 2% at the marginal rate but should exclude changes to WIES targets such as from the mid year review or Force Majeure unless such changes have formally been agreed with the Department.

Policy:  Health Services should accrue revenue consistent with the recall provisions from the Policy and Funding Guidelines.  Any deviation requires disclosure in the CEO’s Comments in the monthly F1. The recall adjustment rates on the following activities are:

Acute Admitted Patients: – Please refer to Reporting and Recall Arrangement - Section 10 of 2005-06 Policy and Funding Guidelines.

Renal, DVA and TAC: – All hospitals are subject to recall at 100 percent of the relevant rate between actual activity and targets. Activity above target for these categories will be fully funded.

Elective Surgery: - All hospitals are subject to recall at 100 percent of the relevant rate between actual activity and targets. Activity above target will not be funded. (Refer Item 12 for further details)

	11. Funding for additional Christmas public holidays 
	Comment: While funding from DTF is not yet confirmed, there is a case for the immediate recognition of funding for the additional cost.  The present circumstances are similar to 1999/2000 where the additional holidays were announced post budget and additional funds were later provided.  This and other information available to DHS at this time makes similar funding highly probable.

The remaining issue for recognition is whether it can be measured reliably.  The Health services are able to accurately estimate the cost and are aware that funding will follow past practice of funding such items. The current year funding level approximates 2/3 of that in 2004/05.

Policy:  Health Services should accrue 80% of 2/3 of last year’s revenue as current year’s revenue.  This amount will be adjusted if and when the funding occurs.

	12. Elective Surgery Strategy
	Comment: For 2005/06, additional funding has been provided as a one-off payment to Health Services as part of the Government’s Elective Surgery Strategy (ESS).  Quarterly targets have been agreed for ESS with Health Services and are included in the annual Statement of Priorities.  A review will be undertaken by DHS on a six-monthly basis, and under-achievement of targets by a Health Service will be recalled at that time.  

Policy: Health Services should accrue to actual on a monthly basis. A recognition for any re-call should be recognised on a six-monthly basis  i.e. at December 2005.

	13. Elective Surgery Strategy – Equipment / Refurbishment Grant
	The grant is provided to improve asset value and future benefits of the hospitals concerned. As such this grant should be taken up as capital purpose income.


