	
	RECOGNITION OF REVENUE 

2009/10

	1. Income Matching
	Policy: Health Services’ 2009-10 expenditure budgets that fall within the current departmental Circular on Income in Advance (17/2002) should be correspondingly matched by an amount of revenue. Monthly accruing should commence forthwith. Generally Accepted Accounting Principles require matching of revenue against expenses. However the recognition of revenue and expense must be made in accordance with the requirements of the relevant accounting standards and Framework. Where the application of AASB 1004 causes expenditure and revenue to be mismatched, then this must be conveyed in the CEO’s comments in the F1. 

	2. New Technology funding
	Existing Initiatives: 

Comment: The funding to be allocated under Existing Initiatives is claim-based. Existing initiatives include the following:

· paediatric lung transplantation

· paediatric dystonia

· 64 Slice CT / 320 Slice Cardiac CT Scanner
· cardiac MRI 

· direct diaphragmatic pacing
· fibroscan
· double balloon endoscopy

· MRI Guided Ultrasound 
· foetal MRI

· percutaneous sclerotherapy

· membrane dialysis
· gated radiotherapy

Newly endorsed initiative will be either claims-based or provided by one-off grant.

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

	3. 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 09/10 budget the full amount advised as a stream of 08/09 revenue. Monthly accruing should commence from July 2009 in their accounts. 

Submission Based: The funding for this should only be recognised when the submission is approved. This funding is usually capital in nature. If part of the funding is not taken up a capital purpose income, there should be proper matching of revenue against expenditure.

	4. Long Service Leave funding


	Comment and Policy: In past years funding for the cash component of long service leave has been incorporated into the WIES price. The basis for this has been that the department provides 1.8% of salaries and wages as a contribution to an agency’s long service leave liability. From 1 July 2009 Circular 14/2009 will replace Circular 34/2008.  The main amendment in Circular 14/2009 relates to the change in the loading contained in the pricing model, increasing by 1% from 1.8% to 2.8%. The 2.8% is to be treated as operating revenue. The difference between this contribution of 2.8% and the hospital’s provision will continue to be met through the creation of a non-cash DOH debtor

Circular 34/2008 which required the additional funding of 1% to be treated as a reduction of the debtor balance owed by DOH ceased effective 30 June 2009.

	5. AASB 1004 – Contributions (Non-Reciprocal)
	Comment:  For a number of years health services 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 health service has a reasonable expectation that previous funding practices are likely to re-occur, then in the absence of your own assessment of likelihood of receipt,  40% of the amount received for similar items in 08/09 should be included in their 09/10 budget. Monthly accruing should commence forthwith in their accounts and be disclosed in the CEO’s Comments in the monthly F1. 

	6. AASB 119 – Employee Benefits
	Comments: Employees benefits mean benefit entitlements which employees accumulate 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 10 accessible at www.health.vic.gov.au/accounts/. 

	7. Revenue recognition of items subject to recall
	Comment: Revenue accrual based on variable activity such as WIES, VACS etc should appropriately reflect the provisions from the Policy and Funding Guidelines.  In essence, this means that health services are to ensure each month that revenue accruals for output based funding appropriately reflect the provisions of the P&FG.
Policy:  Revenue recognised in health service’s monthly Statement of Financial Performance for variable activity such as WIES, VACS etc is to be based on the recall/payment provisions contained in the Policy and Funding Guidelines (P&FG).  The recall adjustment rates on the following activities are:

Acute Admitted Patients: – Please refer to Recall and Reporting Arrangements - Section 8 –Conditions of Funding of 2009-10 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.

Recall and Reporting Arrangements on sub-acute activities are also found in Section 8 –Conditions of Funding of 2009-10 Policy and Funding Guidelines.

Where a hospital is at variance to their WIES target at the end of a month, revenue should be accrued in accordance with the department’s payment/recall policies (the methodology used should be no different to how revenue is recognised at year end.
Health services should note that the Performance Indicators worksheet in the F1 now requires agencies to identify their monthly WIES revenue accrual in line with WIES activity.
Further instructions are contained in the Guidelines for Completing the F1 accessible at www.health.vic.gov.au/accounts/.

	8. Accounting Treatment of Outstanding Enterprise Bargaining Agreement
	Comment: This pertains to the effect of any outstanding EBA on the accounting treatment of revenue and expenditure for financial years 2008/09 and 2009/10. 
The funding of approved EBA settlements by DOH is incorporated into the WIES price and cash flowed to hospitals from the beginning of the financial year. For management reporting purposes, where the commencement date of an EBA outcome is later than 1st of July the cash flows received prior to the commencement date of the award should be treated in the following manner
Policy:

Revenue
Hospitals have received cash flows through the WIES price for the workforce and this revenue is to be recognised as it is earned.

Expenditure

As the outcome of the workforce negotiations is yet to be agreed no expenditure is to be accrued. If the Department makes an offer of settlement to the workforce as at the date the financial report is signed a contingent liability exists. This is the case unless otherwise agreed with VAGO.
(Where EBA outcomes are settled in a subsequent year, this gives rise to a variance to the financial performance target which should be addressed by providing adequate explanation and disclosure of the impact of compliance with the accounting standards. 
It is the standing practice of the Auditor-General's Office to identify and recommend correction of any instances where hospitals understate their revenue (by removing part of the price escalation inherent in their DH funding or artificially inflate their expenditure [for costs that they have yet to incur] while attempting to inappropriately account for predicted outcomes from an outstanding EBA.)
For example, HSUA3 was arbitrated by the Full Bench of AIRC on disputes relating to wages and conditions for health professionals and a decision was handed on the 3rd April 2009. The decision required the parties involved to undergo a process of formalising that full Bench Decision. As there are previous formalisation processes that all parties accepted and implemented it is expected that the same will apply with respect to the terms contained in this most recent Full Bench Decision. On this basis the Auditor-General accepted it is highly probable that the current decision will be implemented without amendment.  as a result VAGO has endorsed the recognition of expense and liability arising from this Full Bench decision, as the decision gives rise to a present obligation that can be reliably measured.


	9. Equipment & Infrastructure Maintenance Grant
	Comment: The amount included in the 2009/10 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 is to be cash flowed in full in early 2009/10.  

Policy: As the grant amount is final and receipt of the grant is certain, monthly accruing should commence from July 2009in agency accounts and be in accordance with Hospital Circular 17/2002 with the grant being recorded as HSA operating revenue.

	10. Continuing Medical Education (CME)
	Comment: Public hospitals are allowed to seek reimbursement from DOH on CME expenses incurred by specialist doctors. The medical director of the claimant hospital must certify that the claim made to DOH is in compliance with the award. The department has provided guidance on interpretation of CME claims to assist hospitals.

Policy:

Revenue: 

The claim made to DOH should be recognised as revenue when the invoice was raised.  The account code for this revenue is 53351 - DHS Grant – CME. The corresponding debtor account is account code 71892 – Debtors – DHS – CME Debtors. The debtor is extinguished when payment is received from DOH.

Expenses:

When the CME expenses were incurred by the hospitals one of the following accounts should be used:

35825 - Staff Training and Development – CME 

35826 - Staff Training and Development – CME – Conference

35827 - Staff Training and Development – CME – Equipment (not capitalised)

35828 - Staff Training and Development – CME – Membership

35829 - Staff Training and Development – CME – Other

Prepaid CME is not encouraged and if incurred should be treated as a prepayment.

	11.  Leap Year
	DOH provides funding mostly based on outputs. As such no additional funding is provided during a leap year.

	12.  Prior Year Adjustment
	Comment: Health Services are to record the department in their Statement of Financial Position as either a debtor or creditor for the estimated impact of the application of the recall/payment provisions contained in the Policy and Funding Guidelines at year end.  
Policy: 
Where Health Services identify that their prior year adjustment (PYA) payment/recall differs to that shown for the DOH debtor/creditor in the prior year’s Statement of Financial Position, then that amount is to be recognised as either revenue or expenditure in the current year’s Statement of Financial Performance at the time of receipt from or payment to the department.  In recognising the revenue (or expense) arising from this process, the ‘Prior Year’ cost centre codes as provided in the CCOA cost centre codes should be used. For example the Acute Inpatients ‘Prior Year’ cost centre codes are A8552 – A8600.


