
 
 

 

 

INDEPENDENT AUDITOR’S REPORT 

Justice Health and Forensic Mental Health Network 

 

To Members of the New South Wales Parliament 

Opinion  

I have audited the accompanying financial statements of Justice Health and Forensic Mental Health 

Network (the Network), which comprise the Statement by the Accountable Authority, the Statement of 

Comprehensive Income for the year ended 30 June 2024, the Statement of Financial Position as at 30 

June 2024, the Statement of Changes in Equity and the Statement of Cash Flows, for the year then 

ended, notes to the financial statements, and other explanatory information. 

In my opinion, the financial statements: 

• have been prepared in accordance with Australian Accounting Standards and the applicable 

financial reporting requirements of the Government Sector Finance Act 2018 (GSF Act), the 

Government Sector Finance Regulation 2024 (GSF Regulation) and the Treasurer's Directions 

• presents fairly the Network's financial position, financial performance and cash flows.  
 

My opinion should be read in conjunction with the rest of this report. 

 

Basis for Opinion 

I conducted my audit in accordance with Australian Auditing Standards. My responsibilities under the 

standards are described in the ‘Auditor’s Responsibilities for the Audit of the Financial Statements 

section of my report. 

I am independent of the Network in accordance with the requirements of the: 

• Australian Auditing Standards 

• Accounting Professional and Ethical Standards Board’s APES 110 ‘Code of Ethics for 

Professional Accountants (including Independence Standards)’ (APES 110). 
 

Parliament promotes independence by ensuring the Auditor-General and the Audit Office of 

New South Wales are not compromised in their roles by: 

• providing that only Parliament, and not the executive government, can remove an 

Auditor-General 

• mandating the Auditor-General as auditor of public sector agencies 

• precluding the Auditor-General from providing non-audit services. 
 

I have fulfilled my other ethical responsibilities in accordance with APES 110. 

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

audit opinion.  

 
 
 
 
 
 
 
 
 



 
 

 

Emphasis of Matter 

Without modification to the opinion expressed above, I draw attention to the basis of presenting 

adjusted budget information detailed in Note 31. The note states that AASB 1055 ‘Budgetary 

Reporting’ is not applicable to the Network. It also states that, unlike the requirement in AASB 1055 

‘Budgetary Reporting’ to present original budget information, the Network’s financial statements 

present adjusted budget information.  

Chief Executive’s Responsibilities for the Financial Statements  

The Chief Executive is responsible for the preparation and fair presentation of the financial statements 

in accordance with Australian Accounting Standards, the GSF Act, GSF Regulation and Treasurer's 

Directions. The Chief Executive's responsibility also includes such internal control as the Chief 

Executive determines is necessary to enable the preparation and fair presentation of the financial 

statements that are free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, the Chief Executive is responsible for assessing the Network’s 

ability to continue as a going concern, disclosing as applicable, matters related to going concern and 

using the going concern basis of accounting. 

Auditor’s Responsibilities for the Audit of the Financial Statements  

My objectives are to: 

• obtain reasonable assurance about whether the financial statements as a whole are free from 

material misstatement, whether due to fraud or error 

• issue an Independent Auditor’s Report including my opinion.  
 

Reasonable assurance is a high level of assurance, but does not guarantee an audit conducted in 

accordance with Australian Auditing Standards will always detect material misstatements. 

Misstatements can arise from fraud or error. Misstatements are considered material if, individually or 

in aggregate, they could reasonably be expected to influence the economic decisions users take 

based on the financial statements. 

A description of my responsibilities for the audit of the financial statements is located at the Auditing 

and Assurance Standards Board website at: www.auasb.gov.au/auditors_responsibilities/ar4.pdf. The 

description forms part of my auditor’s report. 

The scope of my audit does not include, nor provide assurance: 

• that the Network carried out its activities effectively, efficiently and economically  

• about the security and controls over the electronic publication of the audited financial 

statements on any website where they may be presented 

• about any other information which may have been hyperlinked to/from the financial statements. 
 

 

 

Furqan Yousuf 

Director, Financial Audit 

Delegate of the Auditor-General for New South Wales 

13 September 2024 

SYDNEY 

 

http://www.auasb.gov.au/auditors_responsibilities/ar4.pdf






Justice Health and Forensic Mental Health Network
Statement of Financial Position as at 30 June 2024

Consolidated Consolidated Consolidated Parent Parent

Actual Budget1 Actual Actual Actual

2024 2024 2023 2024 2023

Notes $000 $000 $000 $000 $000

ASSETS

Current assets

Cash and cash equivalents 18 690 31 627 690 627 

Receivables 19 5,642              6,214 6,308              5,642              6,308              

Inventories 20 3,335              748 675 3,335              675

Total current assets 9,667             6,993             7,610              9,667             7,610              

Non-current assets

- Land and buildings 123,499          123,131            125,057           123,499          125,057           

- Plant and equipment 6,601 6,120               7,087              6,601 7,087              

- Infrastructure systems 5,005              - - 5,005              -

Total property, plant & equipment 21 135,105           129,251           132,144           135,105           132,144           

Right-of-use assets 22 7,669              7,594              8,326              7,669              8,326              

Intangible assets 23 1,291 1,428               1,429 1,291 1,429 

Total non-current assets 144,065         138,273         141,899          144,065         141,899          

Total assets 153,732         145,266         149,509         153,732         149,509         



Justice Health and Forensic Mental Health Network
Statement of Financial Position as at 30 June 2024 (continued)

Consolidated Consolidated Consolidated Parent Parent

Actual Budget1 Actual Actual Actual

2024 2024 2023 2024 2023

Notes $000 $000 $000 $000 $000

LIABILITIES

Current liabilities

Payables 25 17,011              18,670             17,723             17,011              17,723             

Contract liabilities 26 163                  262                  262                  163                  262                  

Borrowings 27 4,791               4,607              4,270              4,791               4,270              

Provisions 28 37,364            36,338            33,823            37,364            33,823            

59,329           59,877           56,078           59,329           56,078           

Total current liabilities 59,329           59,877           56,078           59,329           56,078           

Non-current liabilities

Borrowings 27 62,048            62,079            66,432            62,048            66,432            

Provisions 28 613                  613                  483                 613                  483                 

Total non-current liabilities 62,661            62,692           66,915            62,661            66,915            

Total liabilities 121,990          122,569          122,993          121,990          122,993          

Net assets 31,742            22,697           26,516            31,742            26,516            

EQUITY

Reserves 50,560            44,741             44,741             50,560            44,741             

Accumulated funds (18,818)            (22,044)           (18,225)            (18,818)            (18,225)            

Total Equity 31,742            22,697           26,516            31,742            26,516            

The accompanying notes form part of these financial statements.

¹ Unaudited adjusted budget, see Note 31.









Justice Health and Forensic Mental Health Network 

Notes to and forming part of the Financial Statements 

for the year ended 30 June 2024 

1. Statement of Material Accounting Policy Information

a) Reporting entity

The Justice Health and Forensic Mental Health Network (the Network), as a reporting entity, was established under

the provisions of the Health Services Act 1997 with effect from 30 March 2012. The reporting entity is a not-for-profit

entity (as profit is not its principal objective) and it has no cash generating units.

The Network is a NSW Government entity and is controlled by the Ministry of Health, which is the immediate parent.

The Ministry of Health is controlled by the State of New South Wales (and is consolidated as part of the NSW Total

State Sector Accounts), which is the ultimate parent.

The Network is also a parent entity in its own right, as it controls the operations of the:

* Hospital Facilities and the Community Health Centres within its designated geographical remit; and

* The Justice Health and Forensic Mental Health Network Special Purpose Service Entity which provides personnel

services to the Network to exercise its functions and was established under the provisions of the Health Services

Act 1997 with effect from 30 March 2012.

The consolidated entity includes the Network as a parent entity and the Network Special Purpose Service Entity. The 

consolidated financial statements disclose balances for the parent entity and the consolidated entity. 

In preparing the consolidated financial statements, all inter-entity transactions and balances have been eliminated, 

and like transactions and other events are accounted for using uniform accounting policies. 

These consolidated financial statements for the year ended 30 June 2024 have been authorised for issue by the         

Acting Chief Executive on 12 September 2024. 

b) Basis of preparation

The Network's financial statements are general purpose financial statements which have been prepared on an

accrual basis and in accordance with:

* applicable Australian Accounting Standards (AAS) (which include Australian Accounting Interpretations);

* the requirements of the Government Sector Finance Act 2078 ('GSF Act'), the Government Sector Finance

Regulation 2024; and

* Treasurer's Directions issued under the GSF Act.

The financial statements of the Network have been prepared on a going concern basis. 

The Secretary of NSW Health, the Chair of the Justice Health and Forensic Mental Health Network Board and the 

Chief Executive, through the Service Agreement have agreed to service and funding levels for the forward financial 

year. The Service Agreement sets out the level of financial resources for public health services under the Network's 

control and the source of these funds. By agreement. the Service Agreement requires local management to control its 

financial liquidity and in particular meet benchmarks for the payment of creditors. Where the Network fails to meet 

Service Agreement performance standards, the Ministry of Health as the state manager can take action in 

accordance with annual performance framework requirements, including withholding or providing additional financial 

support and increased management interaction. 



Justice Health and Forensic Mental Health Network 

Notes to and forming part of the Financial Statements 

for the year ended 30 June 2024 

1. Statement of Material Accounting Policy Information (continued)

b) Basis of preparation (continued)

Other circumstances why the going concern assumption is appropriate include:

* Allocated funds, combined with other revenues earned, are adequate to pay debts as and when they become due

and payable.

* The Network has the capacity to review the timing of Ministry of Health allocation cash flows to ensure debts can

be paid when they become due and payable.

* The Network has developed an Efficiency and Improvement Plan (EIP) which identifies revenue improvement and

cost saving strategies. Benefits from the EIP are retained by the Network and assist in meeting its overall budget

target. The EIP is monitored and evaluated by the Ministry of Health throughout the financial year.

Property, plant and equipment and certain financial assets are measured using the fair value basis. Other financial 

statement items are prepared in accordance with the historical cost convention except where specified otherwise. 

The Network has determined that it is not probable a liability arises to pay superannuation on annual leave loading. 

This position has been formed based on current inquiries, other information currently available to management, and 

after considering the facts from a decision in the Federal Court of Australia: Finance Sector Union of Australia v 

Commonwealth Bank of Australia [2022] FedCFamC2G 409. That decision confirmed that, in relation to the industrial 

agreement considered in that case, annual leave loading did not form part of ordinary time earnings and therefore, 

did not require superannuation contributions to be made under superannuation guarantee legislation because the 

obligation to pay annual leave loading was not referable to ordinary hours of work or to ordinary rates of pay. Rather, 

it was paid by reference to the period of annual leave, and for the purpose of compensating employees for their loss 

of opportunity to work additional hours at higher rates during this period. 

This position will be re-assessed in future periods as new information comes to light on this matter. 

Judgements, key assumptions and estimations management have made are disclosed in the relevant notes to the 

financial statements. 

All amounts are rounded to the nearest one thousand dollars (unless otherwise stated) and are expressed in 

Australian currency, which is the Network's presentation and functional currency. 

c) Statement of Compliance

The financial statements and notes comply with Australian Accounting Standards which include Australian

Accounting Interpretations.







Justice Health and Forensic Mental Health Network
Notes to and forming part of the Financial Statements

for the year ended 30 June 2024

5.

Consolidated Consolidated Parent Parent

2024 2023 2024 2023

$000 $000 $000 $000

77                          201                      77                     201                    

604                        962                     604                   962                   

133                         131                       133                    131                    

36                          -                      36                     -                    

117                         318                      117                    318                   

114                         558                     114                    558                  

820                        739                     820                   739                   

898                        1,010                   898                  1,010                 

52                          50                       52                     50                     

802                        616                      802                   616                    

49,508                  38,954               49,508             38,954             

42                          41                        42                     41                      

6                             44                       6                        44                     

788                        870                     788                   870                   

117                         97                       117                    97                     

7,211                      7,113                   7,211                 7,113                 

210                         162                      210                    162                    

768                        397                     768                   397                   

8,183                     10,179                 8,183                10,179               

967                        1,417                   967                   1,417                 

41                           30                       41                      30                     

331                         308                     331                    308                   

83                          42                        83                     42                     

666                        531                      666                   531                   

705                        613                      705                   613                    

914                         1,952                   914                    1,952                

8,776                     8,263                  8,776                8,263                

117                         102                      117                    102                    

9                             6                          9                        6                        

6                             6                          6                        6                        

4,543                    4,548                  4,543               4,548               

756                        532                     756                   532                   

2,675                     2,792                  2,675                2,792                

1,882                     1,529                   1,882                1,529                

92,957                 85,113               92,957            85,113             

Consultants

Contractors

Advertising

Agency expenses

Auditor's remuneration - audit of financial statements

Blood and blood products

Corporate support services

Motor vehicle expenses

Disability equipment support expenses

Domestic supplies and services

Drug supplies

Expenses relating to short-term leases

Expenses relating to leases of low-value assets

Food supplies                       

Fuel, light, power and water

Information management expenses

Courier and freight

Insurance

Operating expenses

The majority of the costs in relation to drug supplies expenses relate to the consumption of inventory held by the Network.

Quality assurance / accreditation

Rates and charges

Security services

Specialised services (dental, radiology, pathology and 

allied health)

Staff related costs

Travel related costs

Professional services (excluding consultants)

Patient transport costs

Postal and telephone costs

Other miscellaneous

Legal services

Maintenance (see Note 5 (a))

Medical and surgical supplies (including prostheses)

Membership / professional fees

Public private partnership contracted services

Printing and stationery



Justice Health and Forensic Mental Health Network
Notes to and forming part of the Financial Statements

for the year ended 30 June 2024

5.

Consolidated Consolidated Parent Parent

2024 2023 2024 2023

$000 $000 $000 $000

(a) Reconciliation of total maintenance expense

Corrective maintenance 474                        35                       474                   35                     

Planned maintenance 3,283                     3,105                   3,283                3,105                

New / replacement equipment under $10,000 4,426                     7,039                  4,426                7,039                

8,183                    10,179                8,183               10,179              

Other miscellaneous of $1.88 million (2023: $1.53 million) includes conference expenses, data records and storage,

expenses relating to non-lease component of a lease, other intra health expenses, other management services and patient

support services amongst others.

Operating expenses (continued)









Justice Health and Forensic Mental Health Network
Notes to and forming part of the Financial Statements

for the year ended 30 June 2024

12. Sale of goods and services from contracts with customers

(a) Sale of goods comprise the following:

Consolidated Consolidated Parent Parent

2024 2023 2024 2023

$000 $000 $000 $000

Sale and recovery of pharmaceutical supplies 42,898             32,924               42,898             32,924             

42,898           32,924              42,898           32,924            

(b) Rendering of services comprise the following:

Patients

- Nursing home fees 2,828 2,604 2,828 2,604               

Private use of motor vehicles 42 31 42 31

Salary packaging fee 211 2 211 2 

Cafeteria / kiosk 245 369 245 369

Fees for conferences and training 877 890 877 890 

Fees for medical records 983 847 983 847 

Other 3,062               2,862 3,062               2,862               

8,248              7,605 8,248              7,605              

51,146             40,529              51,146             40,529            













Justice Health and Forensic Mental Health Network
Notes to and forming part of the Financial Statements

for the year ended 30 June 2024

16. Gains / (losses) on disposal

Consolidated Consolidated Parent Parent

2024 2023 2024 2023

$000 $000 $000 $000

Gains / (losses) on disposals of:

Property, plant and equipment

Written down value of assets disposed 525                   (1)                         525                   (1)                       

Less: proceeds from disposal 679                   -                      679                   -                    

Net gains / (losses) on disposal 154                  1                         154                  1                       

Right-of-use assets

Written down value of assets disposed 1                        -                      1                        -                    

Net gains / (losses) on disposal (1)                      -                     (1)                      -                  

Total gains / (losses) on disposal 153                  1                         153                  1                       

17. Other gains / (losses)

Consolidated Consolidated Parent Parent

2024 2023 2024 2023

$000 $000 $000 $000

Inventory write down (203)                  (108)                     (203)                  (108)                  

(203)                 (108)                   (203)                 (108)                 

   ●   Note 20 Inventories

Impairment losses may arise on non-financial assets held by the Network from time to time. Accounting for impairment

losses is dependent upon the individual asset (or group of assets) subject to impairment. Accounting policies and events

giving rise to impairment losses are disclosed in the following notes:

Impairment losses on non-financial assets

Recognition and Measurement









Justice Health and Forensic Mental Health Network
Notes to and forming part of the Financial Statements

for the year ended 30 June 2024

20. Inventories

Consolidated Consolidated Parent Parent

2024 2023 2024 2023

$000 $000 $000 $000

Current

Held-for-distribution

Drug supplies 3,335               675                     3,335               675                   

3,335              675                    3,335              675                 

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

The cost of inventories acquired at no cost or for nominal consideration is the current replacement cost as at the date of

acquisition. Current replacement cost is the cost the Network would incur to acquire the asset. Net realisable value is the

estimated selling price in the ordinary course of business less the estimated costs of completion and the estimated costs

necessary to make the sale.

Inventories held for distribution are stated at cost, adjusted when applicable, for any loss of service potential. A loss of

service potential is identified and measured based on the existence of a current replacement cost that is lower than the

carrying amount or any loss of operating capacity due to obsolescence. Inventories (other than those held for distribution)

are stated at the lower of cost and net realisable value. Cost is calculated using the weighted average cost method.

Recognition and Measurement































Justice Health and Forensic Mental Health Network
Notes to and forming part of the Financial Statements

for the year ended 30 June 2024

25. Payables

Consolidated Consolidated Parent Parent

2024 2023 2024 2023

$000 $000 $000 $000

Current

Accrued salaries, wages and on-costs 6,336                4,702                -                    -                    

Salaries and wages deductions 26                     35                     -                    -                    

Payroll and fringe benefits tax (7)                      -                    -                    -                    

Accrued liability - purchase of personnel services -                    -                    6,355               4,737                

Creditors 9,222                11,783               9,222                11,783               

Other creditors  

  - Payables to entities controlled by the immediate 

parent

1,434                1,203                 1,434                1,203                 

17,011              17,723             17,011              17,723             

Payables represent liabilities for goods and services provided to the Network and other amounts. Short-term payables

with no stated interest rate are measured at the original invoice amount where the effect of discounting is immaterial.

Recognition and Measurement

Details regarding liquidity risk, including a maturity analysis of the above payables are disclosed in Note 34.









Justice Health and Forensic Mental Health Network
Notes to and forming part of the Financial Statements

for the year ended 30 June 2024

28.

Consolidated Consolidated Parent Parent

2024 2023 2024 2023

$000 $000 $000 $000

Current

Employee benefits and related on-costs

Annual leave

- Obligations expected to be settled within 12 months 19,984             17,970              - - 

- Obligations expected to be settled after 12 months 9,415 9,540               - - 

Long service leave

Long service leave consequential on-costs

- Obligations expected to be settled within 12 months 529 407 - - 

- Obligations expected to be settled after 12 months 5,007               4,499               - - 

Parental leave

- Obligations expected to be settled within 12 months 1,112 - - - 

Provision for other employee benefits 1,317 1,407 - - 

Provision for personnel services liability - - 37,364             33,823             

Total current provisions 37,364           33,823           37,364           33,823           

Non-current

Employee benefits and related on-costs

Long service leave consequential on-costs 613 483 - - 

Provision for personnel services liability - - 613 483 

613 483 613 483

Other Provisions

Restoration costs - - - - 

Other - - - - 

- - - -

Total non-current provisions 613 483 613 483

Aggregate employee benefits and related on-costs

Provisions - current 37,364             33,823             - - 

Provisions - non-current 613 483 - - 

Accrued salaries, wages and on-costs and salaries and 

wages deductions (Note 25)

6,362 4,737               - - 

44,339           39,043           44,339           39,043           

Provisions

Recognition and Measurement

Employee benefits and other provisions

Salaries and wages, annual leave, allocated days off (ADO), parental leave, sick leave and on-costs

Salaries and wages (including non-monetary benefits) and paid sick leave that are expected to be settled wholly within 12

months after the end of the period in which the employees render the service are recognised and measured at the

undiscounted amounts of the benefits.

Annual leave, ADO and parental leave are not expected to be settled wholly before 12 months after the end of the annual

reporting period in which the employees render the related service. As such, they are required to be measured at present

value in accordance with AASB 119 Employee Benefits (although short-cut methods are permitted).

Actuarial advice obtained by NSW Treasury, a controlled entity of the ultimate parent, has confirmed that using the nominal

annual leave balance plus the annual leave entitlements accrued while taking annual leave can be used to approximate the

present value of the annual leave liability. On-costs of 22.68% are applied to the value of leave payable at 30 June 2024

(comparable on-costs for 30 June 2023 were 21.78%). The Network has assessed the actuarial advice based on the Network's

circumstances to annual leave, ADO and parental leave and has determined that the effect of discounting is immaterial. All

annual leave, ADO and parental leave are classified as a current liability even where the Network does not expect to settle

the liability within 12 months as the Network does not have an unconditional right to defer settlement.



Justice Health and Forensic Mental Health Network
Notes to and forming part of the Financial Statements

for the year ended 30 June 2024

28. Provisions (continued)

Recognition and Measurement (continued)

The superannuation expense for the financial year is determined by using the formulae specified in the Treasurer's Directions.

The expense for certain superannuation schemes (i.e. Basic Benefit and Aware Super) is calculated as a percentage of the

employee's salary. For other superannuation schemes (i.e. State Superannuation Scheme and State Authorities

Superannuation Scheme), the expense is calculated as a multiple of the employee's superannuation contributions.

Consequential on-costs

Consequential costs to employment are recognised as liabilities and expenses where the employee benefits to which they

relate have been recognised. This includes outstanding amounts of workers' compensation insurance premiums and fringe

benefits tax.

Long service leave is measured at the present value of expected future payments to be made in respect of services provided

up to the reporting date. Consideration is given to certain factors based on actuarial review, including expected future wage

and salary levels, experience of employee departures, and periods of service. Expected future payments are discounted using

the long-term Commonwealth Government bond rate at the reporting date.   

Unused non-vesting sick leave does not give rise to a liability as it is not considered probable that sick leave taken in the

future will be greater than the benefits accrued in the future.

Long service leave and superannuation 

The Network's liability for long service leave and defined benefit superannuation (State Authorities Superannuation Scheme

and State Superannuation Scheme) are assumed by The Crown in right of the State of New South Wales. The Network

accounts for the liability as having been extinguished, resulting in the amount assumed being shown as part of the non-

monetary revenue item described as 'Acceptance by the Crown of employee benefits'.

Specific on-costs relating to long service leave assumed by The Crown in right of the State of New South Wales are borne by

the Network. 











Justice Health and Forensic Mental Health Network
Notes to and forming part of the Financial Statements

for the year ended 30 June 2024

34.

(a)

Carrying 

Amount

Carrying 

Amount

2024 2023

Class Category $000 $000

Financial assets

Cash and cash equivalents (Note 18) Amortised cost 690               627               

Receivables (Note 19)¹ Amortised cost 3,747            4,296            

Total financial assets 4,437           4,923           

Financial liabilities

Borrowings (Note 27) 66,839         70,702          

Payables (Note 25)² 17,018           17,723          

Total financial liabilities 83,857        88,425        

Notes

(b)

The Network's main risks arising from financial instruments are outlined below, together with the Network's objectives,

policies and processes for measuring and managing risk. Further quantitative and qualitative disclosures are included

throughout these financial statements.

The Network's principal financial instruments are outlined below. These financial instruments arise directly from the

Network's operations or are required to finance its operations. The Network does not enter into or trade financial

instruments, including derivative financial instruments, for speculative purposes.

Financial instruments

PARENT AND CONSOLIDATION

Financial instrument categories

The Chief Executive has overall responsibility for the establishment and oversight of risk management and reviews and

agrees policies for managing each of these risks. Risk management policies are established to identify and analyse the

risks faced by the Network, to set risk limits and controls and to monitor risks. Compliance with policies is reviewed on a

continuous basis.

Financial liabilities measured at amortised cost

- The Network has neither transferred nor retained substantially all the risks and rewards for the asset, but has

transferred control.

 - The Network has transferred substantially all the risks and rewards of the asset; or

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is

derecognised when the contractual rights to the cash flows from the financial assets expire; or if the entity transfers

its rights to receive cash flows from the asset or has assumed an obligation to pay the received cash flows in full

without material delay to a third party under a pass through arrangement and either:

Derecognition of financial assets and financial liabilities

The Network determines the classification of its financial assets and liabilities after initial recognition and, when allowed

and appropriate, re-evaluates this at each financial year end.

1 Excludes statutory receivables and prepayments (i.e. not within scope of AASB 7 Financial Instruments: Disclosures).
2 Excludes statutory payables and unearned revenue (i.e. not within scope of AASB 7 Financial Instruments: Disclosures). 

Financial liabilities measured at amortised cost



Justice Health and Forensic Mental Health Network
Notes to and forming part of the Financial Statements

for the year ended 30 June 2024

34.

(b)

(c)

(d)

i.

Financial instruments (continued)

When the Network has transferred its rights to receive cash flows from an asset or has entered into a pass through

arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership. Where the

Network has neither transferred nor retained substantially all the risks and rewards or transferred control, the asset

continues to be recognised to the extent of the Network's continuing involvement in the asset. In that case, the

Network also recognises an associated liability. The transferred asset and the associated liability are measured on a

basis that reflects the rights and obligations that the Network has retained.

Derecognition of financial assets and financial liabilities (continued)

The Network applies the AASB 9 simplified approach to measuring expected credit losses which uses a lifetime

expected loss allowance for all trade receivables, other receivables  and contract assets.

The Network considers a financial asset in default when contractual payments are 90 days past due. However, in

certain cases, the Network may also consider a financial asset to be in default when internal or external information

indicates that the Network is unlikely to receive the outstanding contractual amounts in full before taking into

account any credit enhancements held by the Network.

Credit risk arises when there is the possibility that the counterparty will default on their contractual obligations,

resulting in a financial loss to the Network. The maximum exposure to credit risk is generally represented by the

carrying amount of the financial assets (net of any allowance for credit losses).

Credit risk 

Financial risk

Financial assets and financial liabilities are offset and the net amount is reported in the Statement of Financial

Position if there is a currently enforceable legal right to offset the recognised amounts and there is an intention to

settle on a net basis, or to realise the assets and settle the liabilities simultaneously.

Offsetting financial instruments

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

When an existing financial liability is replaced by another from the same lender on substantially different terms, or the

terms of an existing liability are substantially modified, such an exchange or modification is treated as the

derecognition of the original liability and the recognition of a new liability. The difference in the respective carrying

amounts is recognised in the net result.

Credit risk associated with the Network's financial assets, other than receivables, is managed through the selection of

counterparties and establishment of minimum credit rating standards. Authority deposits held with NSW TCorp are

guaranteed by the State.

Credit risk arises from financial assets of the Network, including cash, receivables and authority deposits. No

collateral is held by the Network. The Network has not granted any financial guarantees.

Trade receivables, other receivables and contract assets are written off when there is no reasonable expectation of

recovery. Indicators that there is no reasonable expectation of recovery include, amongst others a failure to make

contractual payments for a period of greater than 90 days past due.

The expected loss rates are based on historical observed loss rates. The historical loss rates are adjusted to reflect

current and forward-looking information on macroeconomic factors affecting the ability of the customers to settle

the receivables. The Network has identified relevant factors, and accordingly has adjusted the historical loss rates

based on expected changes in these factors.

To measure the expected credit losses, trade receivables, other receivables and contract assets have been grouped

based on shared credit risk characteristics and the days past due.
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34.

(d)

i.

PARENT AND CONSOLIDATION

Current <30 days 30-60 days 61-90 days >91 days Total

30 June 2024 $'000 $'000 $'000 $'000 $'000 $'000

Expected credit loss rate 0.76% 3.46% 91.07% 82.89% 95.28% 45.87%

Estimated total gross carrying 

amount1 1,982             751                56                 152                2,289            5,230            

Expected credit loss 15                  26                  51                  126                2,181             2,399            

Current <30 days 30-60 days 61-90 days >91 days Total

30 June 2023 $'000 $'000 $'000 $'000 $'000 $'000

Expected credit loss rate 0.47% 12.04% 59.60% 98.80% 97.56% 44.35%

Estimated total gross carrying 

amount1 2,348            191                 151                 83                 1,924             4,697            

Expected credit loss 11                   23                 90                 82                 1,877             2,083            

ii.

The loss allowance for trade receivables, other receivables and contract assets as at 30 June 2024 and 30 June 2023

was determined as follows:

Receivables - trade receivables, other receivables and contract assets (continued)

Accounting policy for impairment of trade receivables and other financial assets (continued)

Financial instruments (continued)

Financial risk (continued)

Credit risk (continued)

Notes

Liquidity risk is the risk that the Network will be unable to meet its payment obligations when they fall due. The

Network continuously manages risk through monitoring future cash flows and maturities planning to ensure adequate

holding of high quality liquid assets. The objective is to maintain a balance between continuity of funding and

flexibility through the use of loans and other advances.

Liquidity risk 

The Network is not materially exposed to concentrations of credit risk to a single trade debtor or group of debtors as

at 30 June 2024 and 30 June 2023.

¹ The analysis excludes statutory receivables and prepayments as these are not within the scope of AASB 7 Financial

Instruments: Disclosures. Therefore the 'total' will not reconcile to the receivables total in Note 19.

The Network has negotiated no loan outside of arrangements with the Ministry of Health or NSW Treasury.

During the current and prior year, there were no defaults of loans payable. No assets have been pledged as collateral.

The Network's exposure to liquidity risk is deemed insignificant based on prior periods' data and current assessment

of risk.
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34.

(d)

ii.

Financial instruments (continued)

For other suppliers, where settlement cannot be affected in accordance with the above, e.g. due to short term liquidity

constraints, contact is made with creditors and terms of payment are negotiated to the satisfaction of both parties.

For small business suppliers, where payment is not made within the specified time period, simple interest must be paid

automatically unless an existing contract specifies otherwise.

Liabilities are recognised for amounts due to be paid in the future for goods or services received, whether or not

invoiced. For all suppliers, that have a correctly rendered invoice, a matched purchase order and where goods have

been received, an immediate payment is made irrespective of current contract payment terms.

The Network has exposure to liquidity risk. However, the risk is minimised by the service agreement with the Ministry

of Health, as the annual service agreement requires local management to control its financial liquidity and in

particular meet benchmarks for the payment of creditors. Where the Network fails to meet service agreement

performance standards, the Ministry of Health as the state manager can take action in accordance with annual

performance framework requirements, including providing financial support and increased management interaction

(refer Note 1).

Liquidity risk  (continued)

Financial risk (continued)
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34.

(d)

ii.

EIR3

Nominal 

Amount1 

Fixed 

Interest 

Rate

Variable 

Interest Rate

Non - 

Interest 

Bearing < 1 Yr 1-5 Yr > 5Yr

% $000 $000 $000 $000 $000 $000 $000

2024

Payables:

- Creditors2 17,018            -           -                       17,018      17,018       -           -           

Borrowings:

- Lease liabilities 2.40 9,554            9,554      -                       -           1,354        5,344      2,856       

- Public Private Partnership 10.62 96,360          -           96,360                -           9,794        39,177     47,389    

122,932        9,554      96,360               17,018     28,166     44,521    50,245    

2023

Payables:

- Creditors2 17,723           -           -                       17,723     17,723      -           -           

Borrowings:

- Other loans and deposits -                 -           -                       -           -            -           -           

- Lease liabilities 2.32 10,309           10,309     -                       -           1,192         4,963       4,155       

- Public Private Partnership 10.62 106,155         -           106,155                -           9,794        39,177     57,184     

 134,187        10,309    106,155              17,723     28,709     44,140    61,339    

Notes:

Financial risk (continued)

Financial instruments (continued)

3  Weighted Average Effective Interest Rate (EIR). 

2  Excludes statutory payables and unearned revenue (i.e. not within scope of AASB 7 Financial Instruments: Disclosures). 

¹ The amounts disclosed are the contractual undiscounted cash flows of each class of financial liabilities based on the

earliest date on which the Network can be required to pay. The tables include both interest and principal cash flows and

therefore will not reconcile to the Statement of Financial Position.

Maturity DatesInterest Rate Exposure

Maturity Analysis and interest rate exposure of financial liabilities

The table below summarises the maturity profile of the Network's financial liabilities together with the interest rate

exposure.

PARENT AND CONSOLIDATION

Liquidity risk  (continued)
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34. Financial instruments (continued)

iii. Market risk

-1% 1% -1% 1%

Net result 661             (661)            701             (701)            

Equity 661             (661)            701             (701)            

$000$000

20232024

PARENT AND CONSOLIDATION

Interest Rate Risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because

of changes in market prices. The Network's exposures to market risk are primarily through interest rate risk

on the Network's borrowings and other price risks associated with the movement in the Hour Glass

Investment Facilities. The Network has no exposure to foreign currency risk and does not enter into

commodity contracts.

The effect on net result and equity due to a reasonably possible change in risk variable is outlined in the

information below, for interest rate risk and other price risk. A reasonably possible change in risk variable has

been determined after taking into account the economic environment in which the Network operates and the

time frame for the assessment (i.e. until the end of the next annual reporting period). The sensitivity analysis

is based on risk exposures in existence at the Statement of Financial Position date. The analysis is performed

on the same basis as for 2023. The analysis assumes that all other variables remain constant.

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate

because of changes in market interest rates.

However, the Network is not permitted to borrow external to the Ministry of Health (except energy loans

which are negotiated through NSW Treasury). Both NSW Treasury and the Ministry of Health loans are set at

fixed rates and therefore are generally not affected by fluctuations in market rates. 

The following table demonstrates the sensitivity to a reasonably possible change in interest rates:

Exposure to interest rate risk arises primarily through the Network's interest bearing liabilities. This risk is

minimised by undertaking mainly fixed rate borrowings, primarily through NSW TCorp.

The Network does not account for any fixed rate financial instruments at fair value through profit or loss or

at fair value through other comprehensive income. Therefore, for these financial instruments, a change in

interest rates would not affect the carrying value or interest paid/earned. A reasonably possible change of +/-

1% is used, consistent with current trends in interest rates (based on official Reserve Bank of Australia

interest rate volatility over the last five years). The basis will be reviewed annually and amended where there

is a structural change in the level of interest rate volatility.
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