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We recognise childhood as a special

time in itself; a time for all children
to be immersed in secure and trusting
environments that encourage children
to enjoy and extend their learning.

This year in particular, our organisation
has acknowledged and considered

both our heritage and our future. We
embrace our responsibilities within

the world around us - to our children
and communities, our people, our
environments and the long term
sustainability of our organisation.




First and foremost, KU provides early education for children. And when we say first,
we mean it. This year KU celebrated 120 years of enriching children’s lives.

OUR VISION
Every child can experience high quality early childhood
education, where they can play, discover and learn.

OUR VALUES
Childhood

Integrity
Leadership
Innovation
Sustainability

Diversity & Inclusion
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The Evolution Project placed a
strong focus on business without
disrupting our core educational
quality beliefs and practices.

Chair
2015 was a year of significance for
KU as we celebrated our 120 year

anniversary and reflected on our journey
from humble beginnings to today.

We see that throughout our long proud
history KU has steadfastly demonstrated
our commitment, passion, advocacy and
leadership in providing early education.

These attributes remain strong today,
however in an increasingly competitive and
changing landscape, it became a time to
reflect and review our business operations,
to focus the organisation on delivering
optimal services across the sector, and to

ensure we remained financially sustainable
for the years ahead.

-

The Evolution Project placed a strong focus
on business without disrupting our core
educational quality beliefs and practices.
This  was successful in  transforming
challenged centres into services aligned
to their communities, while maintaining
primary
sustainability, accessibility and quality of

our commitments to social

experience for children.

In addition, in 2015 we received our first
‘Excellent’ rating under the NQS.

The Board wish to thank all of our staff
and the Executive Leadership Team for
their dedication and absolute passion to
continue building on the KU Difference.

David McCracken
Chair, Board of Directors
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2015 was a year of great celebrations
and challenges for KU.

In celebrating the astounding milestone
of 120 years providing early education,
we reflected on the passion for quality,
commitment to qualified educators, and
leadership and advocacy for children
that have been consistent drivers of KU’s
success. It was also an opportunity to
review our business operations to ensure
the organisation continues to respond to
change and evolve for the future.

The Evolution Project saw us examine the
performance of individual centres and
programs, our Central Office, and explore
The project
resulted in major organisational changes,
including a restructure of the Executive
Teamn, a range of sweeping ‘back of house’
system and process improvements, and the
introduction of a new secure and engaging
platform for educators to document and
share children’s learning with families.

new business opportunities.

KU centres continued to achieve
outstanding National Quality Standard
(NQS) results. KU Corrimal East Preschool
was awarded an ‘Excellent’ rating; the
highest possible rating in the country.
Overall, 96 percent of our centres met or
exceeded the standards, reaffirming the
KU quality difference. Sadly we farewelled
a number of centres throughout the year
for a variety of reasons; KU Saddington
Street, KU Maitland Mobile, KU Mobile 1,
KU Conjola Place, KU Bambara Road, KU
West Merrylands, KU CT Lewis, KU Frances
Newton and KU Gosford. Fortunately we
were able to redeploy the majority of staff
to other KU services, and in many cases the
children and families.

The pleasing financial result, of a surplus
in excess of $5 million, is a testament to
our efforts to evolve KU into a sustainable
organisation for the future. We are now well
positioned to invest in our existing services
and new initiatives in 2016.

Amongst a challenging and changeable
political landscape, KU remained an active
advocate for early education and responded
to the Review of the National Quality
Framework, the Nanny Pilot Guidelines and
the Child Care Assistance Package. In dll
our responses, KU strongly supported the
National Quality Framework; the importance
of qualified early childhood teachers and
educators; affordability and access  for
families; and continued investment by
Governments in the early years.

We were delighted that after many
years of advocacy, the Victorian and
NSW  Governments that
early childhood teachers are required to
be registered and accredited under the

announced

respective State teaching standards. We
were also proud to be approved as an
Endorsed Provider of the Quality Teaching
(QTC)
Development, ensuring our professional
learning courses will assist NSW early

Council Registered  Professional

childhood teachers achieve accreditation.

The Executive Leadership Team and I thank KU
staff for their dedication, our families for their
support, and the Board for their governance
and direction throughout the year.

We are pleased to have shared this part of our
120 year (and counting) journey with you all

Christine Legg
Chief Executive Officer




QUALITY, HERITAGE AND LEADERSHIP

120 years

2015 represented 120 years since KU was
founded, and early education in Australia
was born.

This significant and unmatched milestone
brought with it a year of celebrations, as we
found a variety of clever and creative ways
to mark the occasion. We also took time to
proudly reflect on our unique heritage.

Founded in 1895, KU (then the Kindergarten
Union of NSW) opened the country’s first
kindergarten, aimed at providing education for
the community’s most disadvantaged children.

Chief Executive Officer, Christine Legg, noted
some of the constants, and changes, the
organisation has experienced during that time.

“So much has changed in Australian early
education over the past 120 vyears; the
buildings and playgrounds, regulations and
standards, funding to support children with
additional needs, and research have all
come a long way. The more recent impact
of technology on the education and care of
young children is significant.

“However many things have not changed at
all. At its core, KU has always been driven by
the value of play, and the knowledge that
the early years is a crucial period in children’s
learning, providing a strong foundation for
future success in learning and citizenship.”

Having played such an important role in
shaping the lives of generations of young
Australians, the organisation was — pleased
and proud to celebrate this momentous
occasion with so many of the children,
families, organisations and communities who
have shared KU's journey.

Early in the year, KU centres participated in
a week of 120 Years themed celebrations,
with - more than 120 centres hosting a
range of unique events within their local
including  period
parades, old fashioned games, high teas

community, costume

and commemorative activities such as tree
plantings, time capsules and plaque unveilings.

KU established

1895

1 centre

1896

45 centres

1960s
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A formal reception was also held at
Government House, Sydney, where sector
luminaries, and political
leaders acknowledged and honoured KU's
contribution and achievements.

key partners

Preparations  for the 120th anniversary
uncovered many treasures, including a wealth
of beautiful images and stories from more
than a century of teaching, learning, courage
and innovation. Many of these treasures have
not been shared publicly before.

To showcase some of these findings, KU
commissioned a commemorative pictorial
book ‘As the twig bends: 120 Years of
early education’.

A unique photographic exhibition utilising multi-
platform storytelling and mobile accessible web-
based content was also produced, and will tour
a variety of public locations around the country
over the coming year. ‘As the twig bends..." is
available through KU's online store, along with
a number of other limited edition 120 Years
commemorative items and keepsakes.

N\

To learn more about KU's 120 year history and
the evolution of early childhood education,
visit www.ku120.com.au or

KU'S JOURNEY
GROWTH OVER TIME
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Detractors

STRATEGIC PLAN DELIVERY

Evolving and
innovative

Ensuring the long term sustainability of
our organisation is both a core value of
KU, and a cornerstone objective of the
current strategic plan; Building on the KU
Difference. Recognising that 120 years
of excellence and leadership in early
education does not necessarily guarantee
ongoing success for the future, 2015
saw us embark on the Evolution Project;
a review of both our operations, and the
changing marketplace, to ensure we are
well positioned for the future.

Passives

14-6°/f .

services

The Evolution Project included months of
detailed analysis of our operations, finances
and programs. KU families and staff were
also provided opportunities to share their
feedback and ideas.

Some Evolution Project findings reaffirmed
our instincts and existing knowledge, such
as the value of KU’s long term investment
in quality, and the role our staff play in
bringing that to life.

' al




Other findings provided us with new
insights and perspectives; despite being a
large organisation with national reach, our
markets are still highly local. We must ensure
that every single KU centre is meeting the
changing needs of its local community. In
some cases this has meant some changes
to the centres themselves.

Most notably, in 2015 we identified a
number of KU preschools where families
loved the quality educational program
exclusively for preschool age children,
however wanted slightly longer hours, all
year round. We responded by implementing
a new extended hours preschool model,
that also sees eligible families able to claim
the Child Care Rebate.

Rebecca Fordham, Director at KU Cobbitty
Preschool tells how the transition to a new
model took some adjusting.

“I have been a preschool teacher for more
than ten years, and KU Cobbitty Preschool has
been operating for more than thirty. So at first
it was hard to imagine our unique preschool
program operating in any other way. It’s fair
to say [ was reluctant at first, however families
have been so responsive, it’s hard to argue
with the result. Today the preschool is as
popular as ever, and more sustainable in the
long term.”

PARENT SATISFACTION

The Evolution Project also delivered a
range of other outcomes and initiatives;
greater insight into what does, and should,
define KU within a competitive market; an
increased business focus; new systems to
support our services; and a Central Office
restructured to better reflect our retained
commitment to, and focus on, delivering
quality early education.

KU’S 2015 NET PROMOTER SCORE: +70.8

Promoters

78.1%




KU SERVICES
ASSESSED THUS FAR

KU centres assessed 69%
KU centres yet to be assessed 31%

ADVANCING QUALITY

In October 2015 KU Corrimal East was
awarded the Excellent rating by the
Australian Children’s Education and Care
Quality Authority (ACECQA), the highest
rating a service can achieve under the
National Quality Framework.

The Excellent rating is the resut of special
additional consideration, and is designed
to recognise elements of the program
that make the service exemplary, and set
a service apart from other services in the
sector. As a leader of quality in the sector,
KU views this highest level of achievement
as testament to an ongoing commitment
to staff, children and families, and a focus

~on continuous improvement.

KU Corrimal East was recognised for
providing exceptional education and care
for children and families. The preschool
has been involved in numerous programs
and projects that have provided a focal
building attachment

point on and

relationships with and between children,

 their families, communities and staff.

It is the outstanding commitment, and
ongoing learning demonstrated by the
whole team at KU Corrimal East, that has
been central to the preschool’s success
throughout the journey to Excellence.
Megan Dodds, the preschool’s Director,
explained their approach.

KU’S QUALITY DIFFERENCE

Source: NQF Snapshot Q4 2015, ACECQA

KU NQS RESULTS

SECTOR NQS RESULTS §

“The way we talk with, and the way we
are with the children makes a difference.
[t is a difference that can be seen, heard
and felt upon entering our centre. We
regularly receive feedback from visitors to
the centre who say that it has a different
feel and sound to other centres”.

The service demonstrated exceptional
practice across a
including collaborative partnerships with
professional and research organisations.
These connections support the educators,
children and families to engage in
programs and practices which support the
building of rich and deep attachments
and relationships. The value of specialist
programs such as the foundations of
Circle of Security and Attachment Theory,
were acknowledged by ACECQA when the
Excellence rating was awarded.

range of areas,

One parent described the sense of
belonging these deep relationships have

fostered amongst their children and family.
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“I can’t remember how long [ have been
walking up the steps to KU Corrimal East
Preschool with my little peeps in tow, but
[ can tell you the sense of happiness,
safety, security and love [ felt every time 1
walked through the door”.

Excellent services, such as KU Corrimal
East, are finely attuned to the particular
and unique circumstances of the children
and families who attend the service, and
adapt their practice to support and benefit
those children and families. They extend
their influence to the local community
or the wider education and care sector;
and are recognised as champions of
continuous improvement.

MAKING THE
KU DIFFERENCE

Individual excellence and joint endeavour are the basis for KU's approach to quality.

In 2015 we recognised:

Nellie Hodda, KU ANSTO
for making the KU Difference for children

KU Wonnayba Staff
for making the KU Difference for families

Soraya Apps, KU NSW South West ISA
for making the KU Difference for the
community

Karen Hugo, KU Mayfield
for making the KU Difference for staff

KU Corrimal East Staff
for making the KU Difference
through quality

Nicole Farrelly, KU Castlecrag
for making the KU Difference
through sustainability

KU Petersham Staff

for making the KU Difference through
innovation

KU Koala, KU Kookaburra,

KU Kingfisher and KU Kangaroo Staff
for making the KU Difference by
representing KU

KU Chatswood Community Staff
The KU Marcia Burgess Award

Read their stories at ku.com.au or




STAFF TENURE

<10 vyears: 76 %
10to 19 years: 18 %
20 to 29 years: 5%
30+ years: 1%

CONSISTENCY FUELS QUALITY
STAFF RETENTION RATES

SUPPORTING OUR STAFF

Ascommunication trends shiftinresponse
to an increasingly online and mobile
population, technology infrastructure is
crucial in supporting our staff, and quality
service provision.

Throughout 2015 KU invested in a new
Business Management System, software
and hardware upgrades and an automated
staff timesheet system. All are designed
to deliver greater efficiency across the
organisation, and enable educators to
remain focussed on the most important
part of their role, children’s learning.

Systems for
success

Parents often tell us they expect ongoing
communication about their child’s day and
development, and increasingly they want to
be able access that information in ways, and
at times, convenient to them. In response, KU
began investigating ways educators could
use online platforms to document children’s
learning, and ultimately build  stronger
connections with families.
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After considerable investigation and a
highly successful trial, KU began rolling
out Storypark in 2015. Storypark creates a
secure private learning community for each
child. Teaching staff are able to record and
share observations, photos and video using
a camera, smartphone or tablet.

Most importantly, Storypark allows families
and centre staff to work collaboratively to
recognise and nurture each child’s unique
interests and abilities. It also enables
important people in the child’s life, who
may not otherwise visit a KU centre, to
remain connected and contribute, as one

KU parent explained.

“We have thoroughly enjoyed the
opportunity to use Storypark. The experience
has been particularly rewarding for us, as
my husband is currently on deployment
with the Australian Army. Having access to
Storypark has enabled him to feel connected
to Sophie’s experiences and development
at KU all the way from Afghanistan! We
thoroughly enjoy reading the stories, looking
at the photos and sharing comments.”

Feedback from KU staff has also been
extremely positive, with educators reporting
they are building richer relationships with
children and their families,
responsive and relevant educational programs.

and more

NURTURING THE FUTURE
In 2015 we supported future leaders in
education through excellence awards at:
Charles Sturt University

Macquarie University

University of Canberra

University of Newcastle

University of New England
University of Notre Dame

University of Western Sydney

TAFE NSW

Find out more at ku.com.au
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OUR REACH IN 2015

KU FAMILY

15,313

children participated in KU services and
programs.

13,734

families chose KU for their children’s
early childhood education.

3,739

members played an important role in
KU’s structures of governance as a not
for profit organisation.

2,101

staff helped us make the KU Difference
for Australian children.

85

children received specialist speech
pathology assessments through KU
services.

131

Aboriginal and Torres Strait Islander
children accessed early childhood
education through KU services.

612

families increased their child’s
engagement with the community
through KU Family Programs.

619

children with additional needs were
included in KU services assisted by KU’s
Education Support team.

2,227

children from refugee and new migrant
families were welcomed to Australia
through childcare in KU's Adult Migrant
English Program (AMEP) services.




INCLUSION & DIVERSITY

2,752

early childhood education services were
supported from KU Inclusion Support
Agency (ISA) staff.

4,694

children with additional needs were
included in early education programs in
six months alone, thanks to the support
of KU ISAs.

11133

funding applications were assessed
by the KU National Inclusion Support
Subsidy Provider team.

4 J“
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PROFESSIONAL LEARNING

4,837

educators and support staff furthered
their professional learning through
KU’s Professional Services and Learning
Program.

215

professional learning sessions were
delivered for staff across the country.

649

delegates attended KU's Annual
Conference events.




Directors’ Report

The Directors present their report on KU Children’s Services (KU) for the financial year ended 31 December 2015. The
Directors report as follows:

Operating Result and Cash Flow

KU’s finances are overseen by KU’s Board of Directors and KU’s Audit & Risk Management Committee who review the
financial reports regularly and provide strategic direction to KU management.

KU is a financially viable organisation with a strong balance sheet and adequate reserves. KU’s long history of responsible
financial management confirms KU is financially sound and progressive. KU has no subsidiary or related organisations.

At 31 December 2015, KU had a net surplus of $5,340,237 (2014: deficit of $159,103), Assets of $63,885,772 (2014:
$54,583,569) and net assets of $22,665,289 (2014: $17,325,052).

Short and Long Term Objectives of the Company

During 2015, KU continued with the process of implementing our Strategic Plan 2013 to 2015 “Building on the KU
Difference”. Some of the highlights of this plan are detailed in the Annual Report for the year ended 31 December 2015.
Our Vision

Every child can experience high quality early childhood education, where they can play, discover and learn.

Our Objectives
Deliver the best possible outcomes for children and families

Inspire a community of professionals

. The “KU Difference” is understood and valued

Equitable access and participation

1

2

3

4. Develop and operate innovative service models

5

6. Shape sector and government thinking and policies
7

. Well managed and sustainable organisation

Principal Activities of the Company

The principal activities of KU Children’s Services during the current year have been the provision of early childhood
education and care services.

Performance Measurement

The Annual Report of the Company details the achievements and performance over the past year measured against the
strategic goals. KU Children’s Services continued to achieve and perform strongly when measured against these strategic
goals. KU’s key performance indicators are utilisation, staff turnover and financial performance of individual services.

Company Limited by Guarantee

The Company is incorporated as a company limited by guarantee. In accordance with the Constitution, every member
of the Company undertakes to contribute $2 to the assets of the Company in the event of it being wound up, while he/
she is a member or within one year after he/she ceases to be a member. The Company has 5,714 members (2014: 5,901
members).
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Directors

The names of the Directors of the Company who have held office during or since the end of the financial year are:

Directors Name & Qualifications

Special Responsibilities

Stuart Washington (retired 28/4/2015)

Chair of the Board, Member of Audit & Risk Management Committee, Member of
Governance Committee, Member of Remuneration Committee

David McCracken BAppSc-BE

Chair of the Board, Chair of KU Marcia Burgess Foundation Committee, Chair of
Property Committee, Member of Governance Committee, Member of Nomination &
Remuneration Committee

CA, Admitted Solicitor NSW

Richard Richards BCom/LLB(Hons), LLM, MAPPFIN, FTIA,

Deputy Chair of the Board, Member of Audit & Risk Management Committee,
Member of KU Marcia Burgess Foundation Committee, Member of Remuneration
Committee, Member of Nomination & Remuneration Committee

Dr Christine Woodrow PhD, M.Ed, B.Ed, DipTch (ECE)

Board Member, Chair of Education Committee

Stacey Brown B.Bus, CA, GAICD

Board Member, Chair of Audit & Risk Management Committee, Member of Property
Committee, Member of Marcia Burgess Foundation Committee

Dr Jennifer Skattebol Dip Ed (EC), B.Ed. PhD

Board Member, Member of Education Committee

Laura Hartley BA (Hons), LLB

Board Member, Member of Governance Committee, Member of Audit & Risk
Management Committee

Gareth Bennett BA (Hons) 1st, GAICD, FCIPD

Board Member, Chair of Remuneration Committee, Chair of Nomination &
Remuneration Committee, Member of Education Committee

Elizabeth Hristoforidis B Com (Marketing), LLB, Grad Dip
Leg Prac, MLM, GAICD (appointed 28/4/15)

Board Member, Member of Nomination & Remuneration Committee

Sema Musson B.Bus, M.Mgmt, GAICD
(appointed 16/3/2015)

Board Member, Member of Governance Committee, Member of Audit & Risk
Management Committee

e The KU Marcia Burgess Foundation Committee meet on a needs basis only. As such, no meetings were held in 2015.
e The Remuneration Committee was renamed Nomination & Remuneration Committee effective from 23 June 2015.

e The Governance Committee was dissolved and the role and responsibilities were assumed by the Audit & Risk
Management Committee effective from 23 June 2015.

e The CEO Assessment Committee was dissolved and the role and responsibilities were assumed by the Nomination &
Remuneration Committee effective from 23 June 2015.

e TheProperty Committee was dissolved and the role and responsibilities were assumed by the Audit & Risk Management
Committee effective from 23 June 2015.




Directors’ Attendance at Board Meetings

The following table sets out the number of Directors” meetings (including meetings of committees of Directors) held during
the financial year and the number of meetings attended by each Director (while they were a Director or committee member).

) : KU
Board of Audib ik Governance | KU Education v _ Nomination & | KU Property
: Management _ : Remuneration : )
Directors ; Committee Committee ) Remuneration | Committee
Committee Committee )
Committee
Directors A B A B A B A B A B A B A B
Stuart Washington 3 3 2 2 1 1 1 1
David McCracken 10 9 1 1 2 2 1 1
Richard Richards 10 8 6 6 1 1 2 1
Christine Woodrow 10 8 2 2
Stacey Brown 10 9 6 1 1
Laura Hartley 10 10 3 2 1 1
Jennifer Skattebol 10 10 2 2
Gareth Bennett 10 10 1 1 1 1 2 2
Sema Musson 9 9 4 4 1 1
Elizabeth 7 7 2 1
Hristoforidis

A Number of meetings held during the year while the Director was a member of the Board or Committee.
B Number of meetings attended by the Director during the year while the Director was a member of the Board or Committee.

The auditors’ independence declaration is included on page 7 of the financial report. Signed in accordance with a
resolution of the Directors.

On behalf of the Directors

Doy MGt S
David McCracken Stacey Brown

Chair, Board of Directors Chair, Audit & Risk Management Committee
Sydney, 17 March 2016 Sydney, 17 March 2016
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KU Children®s Services

In secordance with Swhalivision 60O Amstrabion Chavities and Notforprofits Commission Aed 2002, 1 am pleased w provide the following
declaration of independence o the directors of KU Children s Services,

As bead sudit partner for the nudit of the financial staements of KU Children’s Services for the financial year ended 31 December 2015, 1 declare
that v the best of my knowlodge and belicl, there have been no contraventions of:

{1}  the auditor independlence requirensents ax set out i the Australimn Charivies and Not-for-profits Commission Acr 2002 m relation to the sudit,
and
(i) any applicable code of professhonal conduct in relation 1o the andit

Yours sincerely
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Independent Auditor’s Report
to the members of KU Children’s Services

Wi have audited the accompanying finmncial report of KU Chaldren’s Senvices, which compeises the simement of financial position ms m 31 December
2015, the stalement af profit or loss and other consprehensive income, the stasement of cash flows end the statement of changes in equity for the year ended
on (kat date. noles compriging a summary of $gnificant accounting policies and other explanatory imformalion, and the directors” declaration s &1 ot on
pages B, 10 vo 34. Im sddition, we have audited KU Childrens Services compliance with specific requirements of the Charitable Fundrainimg Aot 1994 for
the vear ended 31 December 2015

Drectors” Rey i '_jlrl'h,"‘ ! Report and for Complionee with the Charireble Fumdreising Ao 1991

The directors off the entity are responsible for the preparstion of the financial report than gives a true and fair view in accondende with Austrlsan
Accounting Standands ~ Reduced Disclosure Requirements and the Awerrafian Charities avid Nevfor-profies. Comevssion et 2002 and for compliance
with the Charitable Fundrairing Aot 199, The directors ane also responsible for such inlgmal conirod as the dinectors detenmune is necessany 10 eeabila
compliance with requirements of the Charitable Fuswdraising Act 1991 and the preparation of the fimancial repant that gives a troe and fair view and s free
from material missiaement, whether due to frd of ermor.

Awliror’s Respovaribiling

Our responsahility i% 10 2xpress am opinkon on the entity”s compliance with specific requinements of the Chartiodle Fasadradiimg dof 1990 and the finsscisl
repon based on our audit. We conducied owr mudst in sccordance with Australian Awditing Standards. Those sandands requine that we comply with
relevam ethical rey Lating bo ausdil engagy and plan and perform the sudit to obinin ik e whether the entity has complied
with specilic reg of the Chavitable Fiawdrarising Act 199] and the financia) report is free from material misstatement.

An oudit snvelves perfonming procedures 1o obsain audit evidence abowt the entity s complaance with specific requirements of the Charrable Fundraming
Act 1997 and amounts and disclonares in the financial report. The procedures selected depend on the suditor’s judgement, including 1he nxsexsment of the
maks of pon-campliance with speeilic requitemens of the Chariinble Frodfneistng Aot 1990 and maierial misstaterment of the firancmal repon, whether due
1o (raud o cirer. In making those nak assessments, e auditar consaders mizmal comlrol, rebevant 10 the entity”s compliance with the Charinmble
Funddripintng Aed 1991 and preparaion of the financial repon that gives o tnee and fadr view, in order 1o desipn audil procedunes 1hat ate appropriase in the
carumstances, g not for ihe purpase of expressing an opivion on the eMeciivensss of the entaty”s inbermal costrol. An sudit also mcludes evahsating the
appropriatencss of pecounting policies used and the reasonablencss of pocounting estimates made by the direciors, as well os evaluating tse overall
preseniation of the fimacial report.

(Lt iy Hivirsd By schuimg appeeooed e Profasbonal Siandends Leg dakos.
Mt iof Diebng Toschy Tohmanss |
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Frehireny Limttations

Because of the inberent limitations of any compliance procedure, i is possible that fraud, ermer, or non-comphiance with the Chartanble Findratsing Act
199 may occul and not be detecied, An oudit & pot designed 1o detect all wenknesses m KU Childien’s Services complinnee wath the Charnioble
Frandresinng Act 199] a5 an aadd is not performed continuously throaghout the period and tse tests are performed an a sample hasss,

Ay peojection of the evaluatson of compliance with the Charable Fiondrarsing Act 1991 to fiture penods 15 subject to the risk that the procedires, may
become inadequate becaise of changes m conditions, or that the degree of compliance with them may deterionse

We believe that the audis evidence we have oblamed i sufficient and appropriate to provide o basis far o audit opinion

Cpitarn
I ouar opinion:

{a) the fmancml repon of KLU Children's Services 15 in accordance with Divieion 60 of the Anatrodion Chrities amd Notgor-profits Comnrizsion Aol
2012, including:

&, giving a true and Eair view of the entity's financial position as at 31 December 2015 and of #s performance and cash flows for the vear ended n that
date; and

b, complving with Austrabian Accounting Stanidnrds ~ Reduced Disclosure Requirements and with Division 80 of the Ararralian Chartter and Nat-for-
profis Regrlation 2013

(b} the financial report agrees 1o the underlying financial reconds of KLU Children’s Services, that have been maintained, in all matenial respects, in
accordance with the Chartiadle Fumdraising Act 1990 and its regulstions for the year ended 31 December 201 5; and

{e) monies reasived by KU Children®s Services, o8 a result of fundraming appeals conducted durmg the year ended 31 December 2015, have been
aceounted fior and applicd, inall material respects, in accosdance with the Charitable Fusdravsing Act 1991 and its regulatsons.

honle Tewohe Tohuatfo

DELOMTE TOUCHE TOHMATSL

Oeide oo 1o
DRI

Chartered Accomintants
Sydney, 17 March 2016

Lashaliry kmviied by 8 schome spproved wnder Profemioasl Sanderh Legdlation
Wershar ol Drhellotiie Tosche Tolmat Limitgd




Directors’ Declaration
The Directors declare that:

a) inthe Directors’ opinion, there are reasonable grounds to believe that the Company will be able to pay its debts
as and when they become due and payable; and

b) in the Directors’ opinion, the attached financial statements and notes thereto are in accordance with the
Australian Charities and Not-for-profits Commission Act 2012 (Cth) and Charitable Fundraising Act 1991,
including compliance with accounting standards, and giving a true and fair view of the financial position and
performance of the Company.

Signed in accordance with a resolution of the Directors made pursuant to S.60.15 of the Australian Charities and Not-for-
profits Commission Regulations 201 3.

On behalf of the Directors

Doy Mo =

David McCracken Stacey Brown
Chair, Board of Directors Chair, Audit & Risk Management Committee
Sydney, 17 March 2016 Sydney, 17 March 2016

Declaration by Board of Directors in Respect of Fundraising Appeals
In the opinion of the Board of Directors:

(i) the financial statements give a true and fair view of all income and expenditure of KU Children’s Services with respect
to fundraising appeals;

(i) the Statement of Financial Position gives a true and fair view of the state of affairs with respect to fundraising appeals;

(iii) the provisions of the Charitable Fundraising Act 1991 and the regulations under that Act and the conditions attached
to the authority have been complied with; and

(iv) the internal controls exercised by KU Children’s Services are appropriate and effective in accounting for all income received.

Signed in accordance with a resolution of the Board of Directors.

David McCracken Stacey Brown

Chair, Board of Directors Chair, Audit & Risk Management Committee
Sydney, 17 March 2016 Sydney, 17 March 2016
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Statement of Profit and Loss and Other Comprehensive Income
for the Financial Year Ended 31 December 2015

Note 2015 2014
$ $
Continuing operations

Revenue from fees 5() 73,310,967 66,796,117
Revenue from non-capital government funding 5 (ii) 37,210,349 36,769,013
Other revenue 5 (iii) 5,682,913 5,690,842
116,204,229 109,255,972
Employee costs 89,287,707 86,438,154
Operational expenses 7,709,919 8,816,347
Occupancy expenses 5,176,575 5,081,050
Depreciation & amortisation 5(v) 1,915,657 1,558,870
Administrative expenses 4,309,499 4,362,030
Repairs & maintenance 1,365,778 1,659,023
Marketing expenses 401,547 292,557
Finance costs 5(v) 25,265 21,762
Other expenses 1,220,184 1,287,812
111,412,131 109,517,605
Surplus/(Deficit) from ordinary operations 4,792,098 (261,633)

Other income 5 (iv)
Government capital grant funding 548,139 102,530

Gain on sale of investment

Surplus/(Deficit) for the year 5 5,340,237 (159,103)
Total comprehensive income/(loss) for the year 5,340,237 (159,103)

The Statement of Profit or Loss and Other Comprehensive Income is to be read in conjunction with the notes.
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Statement of Financial Position
as at 31 December 2015

Note
Assets
Current assets
Cash and cash equivalents 21 (b)
Term deposits 22
Trade and other receivables
Other assets
Total current assets
Non-current assets
Property, plant and equipment 8
Intangible assets 9
Total non-current assets
Total assets
Liabilities
Current liabilities
Trade and other payables 10
Finance leases 11
Unearned income 12
Provisions 13
Total current liabilities
Total non-current liabilities
Non current provisions 13
Total non-current liabilities
Total liabilities
Net Assets
Equity
Retained Earnings
General funds 14
Fundraising reserve 15
Program reserve 16

Total Retained Earnings

The Statement of Financial Position is to be read in conjunction with the notes.
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2015 2014

$ $
31,169,874 26,091,197
16,000,000 12,000,000
1,009,387 973,965
1,025,478 878,703
49,204,739 39,943,865
13,844,256 14,004,075
836,777 635,629
14,681,033 14,639,704
63,885,772 54,583,569
15,240,534 13,707,456
636,153 263,598
10,379,055 9,154,745
11,815,425 10,866,036
38,071,167 33,991,835
3,149,316 3,266,682
3,149,316 3,266,682
41,220,483 37,258,517
22,665,289 17,325,052
20,396,125 15,076,060
1,204,164 1,233,992
1,065,000 1,015,000
22,665,289 17,325,052




Statement of Changes in Equity
for the Financial Year Ended 31 December 2015

General Funds Fundraising Reserve  Program Reserve Total

$ $ $ $

Balance at 1 January 2014 15,379,384 1,254,771 850,000 17,484,155

Deficit for the year (159,103) - - (159,103)
Transfer (from)/to retained (144,221) (20,779) 165,000

Balance at 31 December 2014 15,076,060 1,233,992 1,015,000 17,325,052

Balance at 1 January 2015 15,076,060 1,233,992 1,015,000 17,325,052

Surplus for the year 5,340,237 5,340,237
Transfer (from)/to retained earnings (20,172) (29,828) 50,000

Balance at 31 December 2015 20,396,125 1,204,164 1,065,000 22,665,289

The Statement of Changes in Equity is to be read in conjunction with the attached notes.
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Statement of Cash Flows
for the Financial Year Ended 31 December 2015

Note 2015 2014
$ $

Cash flows from operating activities
Receipts from customers, government bodies and centres 113,700,087 107,305,066
Receipts from government brokered programs 8,245,596 9,154,005
Payments to suppliers and employees (104,840,052) (101,509,146)
Allocations to recipients of brokered programs (7,698,116) (7,632,890)
Net cash generated by/(utilised in) operating activities 21(a) 9,407,515 7,317,035
Cash flows from investing activities
Payment for property, plant and equipment (1,322,645) (1,298,751)
Receipts from government capital grants 520,088 413,785
Interest received 757,172 666,897
Finance cost (25,266) (21,762)
Dividends received
Proceeds from sale of PPE
Proceeds from investments
Payment for investments (term deposits) (4,000,000) (12,000,000)
Net cash (utilised in)/generated by investing activities (4,070,651) (12,239,831)
Cash flows from financing activities
Payment for finance leases (258,187) (267,098)
Net cash utilised by financing activities (258,187) (267,098)
Net increase /(decrease) increase in cash and cash equivalents 5,078,677 (5,189,894)
Cash and cash equivalents at the beginning of the financial year 26,091,197 31,281,091
Cash and cash equivalents at the end of the financial year 21(b) 31,169,874 26,091,197

The Statement of Cash Flows is to be read in conjunction with the attached notes.
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The financial statements of KU Children’s Services (the Company) for the year ended 31 December 2015 were
authorised for issue in accordance with a resolution of the Directors on 17 March 2016.

In the current year, the Company has applied a number of the new and revised AASBs issued by the Australian
Accounting Standards Board (AASB) including AASB 2012-5 Amendments to Australian Accounting Standards arising
from Annual Improvements 2009-2011 Cycle. The application of these new and revised Accounting Standards does
not have any material impact on the financial statements.

At the date of authorisation of the financial statements, the Standards and Interpretations listed below were in issue
but not yet effective:

a) AASB 9 ‘Financial Instruments’, and the relevant amending standards, effective for annual periods beginning 1
January 2018. Expected to be initially adopted for the financial period ending 31 December 2018.

b) AASB 2014-1 ‘Amendments to Australian Accounting Standards’,
- Part A: ‘Annual Improvements 2010-2012 and 2011-2013 Cycles’
- Part C: “Materiality’

effective for annual periods beginning 1 July 2014. Expected to be initially adopted for the financial period
ending 31 December 2015.

c) AASB 2014-4 ‘Amendments to Australian Accounting Standards — Clarification of Acceptable Methods of
Depreciation and Amortisation” effective for annual periods beginning 1 January 2016. Expected to be initially
adopted for the financial period ending 31 December 2016.

d) AASB 15 ‘Revenue from Contracts with Customers’ and AASB 2014-5 ‘Amendments to Australian Accounting
Standards arising from AASB 15’ effective for reporting periods beginning ~ 1 January 2016. Expected to be
initially adopted for the financial period ending 31 December 2016.

e) AASB 2015-6 ‘Amendments to Australian Accounting Standards — Extending Related Party Disclosures to Non-
for-Profit Public Sector Entities’ effective for annual periods beginning 1 July 2016. Expected to be initially
adopted for the financial period ending 31 December 2017.

f) AASB 2015-7 ‘Amendments to Australian Accounting Standards — Fair Value Disclosures of Not-for-Profit Public
Sector Entities’ effective for annual periods beginning 1 July 2016. Expected to be initially adopted for the
financial period ending 31 December 2017.

The financial report is a general purpose financial report which has been prepared in accordance with Division 60
of the Australian Charities and Not-for-profits Commission Act 2012, Australian Accounting Standards — Reduced
Disclosure Requirements, and comply with other requirements of the law.

A statement of compliance with IFRS cannot be made due to the application of not for profit sector specific
requirements contained in the Australian Accounting Standards.

The financial report has been prepared on the basis of historical cost, except for the revaluation of certain financial
instruments. Cost is based on the fair values of the consideration given in exchange for assets. All amounts are
presented in Australian dollars.



The following significant accounting policies have been adopted in the preparation and presentation of the financial
report:

Land and buildings, leasehold improvements, furniture and office equipment, motor vehicles and computers
are stated at cost less accumulated depreciation and impairment. Cost includes expenditure that is directly
attributable to the acquisition of the item. In the event that settlement of all or part of the purchase consideration
is deferred, cost is determined by discounting the amounts payable in the future to their present value as at the
date of acquisition.

Depreciation is provided on furniture and office equipment, motor vehicles and computers, including freehold
and leasehold buildings but excluding land. Depreciation is calculated on a straight line basis so as to write off
the net cost of each asset over its expected useful life to its estimated residual value. The estimated useful lives,
residual values and depreciation method are reviewed at the end of each annual reporting period.

The following estimated useful lives are used in the calculation of depreciation:
e Buildings: 40 years

e Buildings fixtures and fittings: 4-10 years

e Leasehold Improvements: lease term or 10 years

e Furniture and office equipment: 4-10 years

e Motor vehicles: 6-7 years

The Company reviews its estimate of the useful lives of leasehold improvements at each reporting date, based
on the period over which an asset is expected to be available for use by the Company. The useful life of leasehold
improvements has been assessed to equal the lease term, or 10 years where no lease term was applicable. Land
is carried at cost and is not depreciated.

Intangible Assets comprise software assets. The estimated useful lives used to calculate amortisation are between
3-5 years.

A liability is recognised for benefits accruing to employees in respect of wages and salaries, annual leave, long
service leave and rostered days off when it is probable that settlement will be required and they are capable of
being measured reliably.

Liabilities recognised in respect of employee benefits expected to be settled within 12 months are measured
using the remuneration rate expected to apply at the time of settlement.

Liabilities recognised in respect of employee benefits which are not expected to be settled within 12 months are
measured as the present value of the estimated future cash outflows to be made by the Company in respect of
services provided by employees up to reporting date.

The Company pays contributions to certain defined contribution plans. Contributions are recognised in profit or
loss in the periods during which services are rendered by employees.

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except:
i) where the amount of GST incurred is not recoverable from the taxation authority, it is recognised as part of
the cost of acquisition of an asset or as part of an item of expense; or

ii) for receivables and payables which are recognised inclusive of GST.
The netamount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or payables.

Cash flows are included in the cash flow statement on a gross basis. The GST component of cash flows arising
from investing and financing activities which is recoverable from, or payable to, the taxation authority is classified
as operating cash flows.



All financial assets are initially stated at cost, being the fair value of consideration given plus acquisition costs.
Purchases and sales of financial assets are recognised on trade date which is the date on which the Company
commits to purchase or sell the asset. Accounting policies for each category of financial assets subsequent to
initial recognition are set out below:

Trade receivables, loans, and other receivables are recorded at amortised cost using the effective interest rate
method less impairment. Impairment losses are measured as the difference between the investment’s carrying
amount and the present value of estimated future cash flows, excluding future credit losses that have not been
incurred. The cash flows are discounted at the investment’s original effective interest rate. Impairment losses are
recognised in profit or loss.

Available-for-sale investments are those financial assets that are designated as available-for-sale. When available-
for-sale financial investments are recognised initially, they are measured at fair value. Any available-for-sale
financial investments donated to the Company are recognised at fair value at the date the Company obtains
control of the asset.

After initial recognition available-for-sale financial investments are measured at fair value with gains or losses
being recognised in other comprehensive income until the investment is derecognised or until the investment is
determined to be impaired, at which time the cumulative gain or loss previously recognised in other comprehensive
income is reclassified to the Statement of Comprehensive Income.

The fair value of investments that are actively traded in organised financial markets is determined by reference
to quoted market bid prices at the close of business on the reporting date. For investments with no active
market, fair value is determined using valuation techniques. Such techniques include using recent arm’s length
market transactions, reference to the current market value of another instrument that is substantially the same,
discounted cash flow analysis, and option pricing models.

Financial assets, other than those at fair value through profit or loss, are assessed for indicators of impairment
at each balance date. Financial assets are impaired where there is objective evidence that as a result of one or
more events that occurred after the initial recognition of the financial asset the estimated future cash flows of
the investment have been impacted.

The carrying values of property, plant and equipment are reviewed for impairment at each reporting date, with
the recoverable amount being estimated when events or changes in circumstances indicate that the carrying
value may be impaired.

The recoverable amount of property, plant and equipment is the higher of fair value less costs to sell and value in
use. Depreciated replacement cost is used to determine value in use. Depreciated replacement cost is the current
replacement cost of an item of plant and equipment less, where applicable, accumulated depreciation to date,
calculated on the basis of such cost.

Leases are classified as finance leases when the terms of the lease transfer substantially all the risks and rewards
incidental to ownership of the leased asset to the lessee. All other leases are classified as operating leases.

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except where
another systematic basis is more representative of the time pattern in which economic benefits from the leased
asset are consumed.



Assets held under finance leases are initially recognised as assets of the company at their fair value at the inception
of the lease or, if lower, at the present value of the minimum lease payments. The corresponding liability to
the lessor is included in the Statement of Financial Position as a finance lease obligation. Lease payments are
apportioned between finance expenses and reduction of the lease obligation so as to achieve a constant rate of
interest on the remaining balance of the liability. Finance expenses are recognised immediately in profit or loss,
unless they are directly attributable to qualifying assets, in which case they are capitalised in accordance with the
Company’s general policy on borrowing costs.

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as
a liability. The aggregate benefits of incentives are recognised as a reduction of rental expense on a straight-
line basis, except where another systematic basis is more representative of the time pattern in which economic
benefits from the leased asset are consumed.

Revenue is measured at the fair value of the consideration received or receivable. Amounts disclosed as revenue
are net of discounts, refunds and amounts collected on behalf of third parties. The Company recognises revenue
when the amount of revenue can be reliably measured, it is probable that future economic benefits will flow to
the Company and specific criteria have been met for each of the Company’s activities as described below.

Fundraising is recorded when the income is received or receivable.

Revenue from a contract to provide services is recognised by reference to the stage of completion of the contract.

Government funding agreements are contracted agreements with the Government to provide a variety of early
childhood education and care programs in the community. They are received in the form of transfers of resources
to the Company in return for past or future compliance with certain conditions relating to the operating activities
of the Company. Non-reciprocal government funding monies, other than monies held in trust, are credited to
income when received in accordance with AASB 1004 “Contributions”. Other service revenues from government
agencies are recognised upon delivery of services in accordance with AASB 118 “Revenue”.

Funds are received from government departments in accordance with contracts to undertake capital works
programs on behalf of the department. In accordance with AASB 1004 “Contributions”, this income is recognised
upfront once control of the funds or the commitment to receive funds has been satisfied.

Funds are received from Government Brokered Programs by KU Children’s Services for the allocation to recipients
who provide a variety of early childhood education and care programs in the community. The funds received and
allocated are recognised in the Statement of Profit or Loss and Other Comprehensive Income in accordance with
AASB 118 “Revenue”. Cash flows are included in the Statement of Cash Flows on a gross basis.

Unit trust distributions from investments are recognised when the unit holder’s right to receive payment has
been established.

Interest revenue is accrued on a time basis, by reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life
of the financial assets to that asset’s net carrying amount.



Cash and cash equivalents comprise cash on hand and demand deposits. Cash equivalents are short- term, highly
liquid investments that are readily convertible to known amounts of cash and which are subject to an insignificant
risk of changes in value.

Term deposits comprise investment deposits held with banks with short to medium term maturity periods. The
investments are measured at amortised cost using the effective interest method, less any impairment. Interest
income is recognised by applying the effective interest rate.

Trade receivables, which comprise amounts due from services provided, are recognised and carried at original
invoice amount less an allowance for uncollectible amounts. Normal terms of settlement are 7 days. The carrying
amount of the receivable is deemed to reflect fair value.

An allowance for doubtful debts is made when there is objective evidence that the Company will not be able to
collect the debts. Bad debts are written off when identified.

The Company is exempt from income tax under s50-5 of the Income Tax Assessment Act, as it is an income tax
exempt charitable entity. As a consequence, there is no income tax attributable to the operating result.

The general funds represent the retained earnings of the Company that are not designated for particular purposes.

The fundraising reserve arises from the accumulated surpluses generated as a result of the efforts of parents
and staff to allow services to purchase toys and equipment, to assist the service to expand and develop to meet
local needs and to allow parents to share in the life of the service and to make a concrete contribution to their
children’s lives.

The Available-For-Sale Reserve arises on the revaluation of available-for-sale financial assets. Where a revalued
financial asset is sold, that portion of the reserve which relates to that financial asset, and is effectively realised, is
recognised in profit or loss. Where a revalued financial asset is impaired that portion of the reserve which relates
to that financial asset is recognised in profit or loss.

The Program reserve arises from surpluses on the programs that have been allocated to the Company for future
liabilities that may arise which the Company will be accountable for.

Over the course of the year the Company has received donations in kind from a number of local councils in the
form of the right to use premises at discounted rent. The Company is of the view that it is not feasible to fair value
the services received accurately and as such it has not brought to account discounted rent as a donation.

Trade payables and other payables represent liabilities for goods and services provided to the Company prior
to the end of the financial year that are unpaid. These amounts are usually settled within 30 days. The carrying
amount of the creditors and payables is deemed to reflect fair value.
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Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past
event, it is probable that the Company will be required to settle the obligation, and a reliable estimate can be
made of the amount of the obligation.

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

When some or all of the economic benefits required to settle a provision are expected to be recovered from a
third party, the receivable is recognised as an asset if it is virtually certain that reimbursement will be received and
the amount of the receivable can be measured reliably.

The liability for unearned income is the unutilised amounts of grants received on the condition that specified
services are delivered or conditions are fulfilled. The services are usually provided or the conditions usually fulfilled
within 12 months of receipt of the grant. Where the amount received is in respect of services to be provided over
a period that exceeds 12 months after the reporting date or the conditions will only be satisfied more than 12
months after the reporting date, the liability is discounted and presented as non-current.

The preparation of financial statements requires management to make judgements, estimates and assumptions
that affect the application of policies and reported amounts of assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical experience and other various factors that are believed to be
reasonable under the circumstances, the results of which form the basis of making the judgements. Actual results
may differ from these estimates.

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

The following are the critical judgements that management has made in the process of applying the Company’s
accounting policies and that have the most significant effect on the amounts recognised in the consolidated financial
statements:

Management judgement is applied in determining the following key assumptions used in the calculation of long

service leave at balance date:

e future increases in wages and salaries;

« future on-cost rates; and

e experience of employee departures and period of service including future years in which long service leave is
expected to be taken.

As described at 3(a) above, the Company reviews the estimated useful lives of property, plant and equipment at the
end of each reporting period.

In assessing impairment, the Company estimates the recoverable amount of each asset based on the depreciable
replacement cost in accordance with AASB 136 “Impairment of assets”.

Provisions for make good are included, where applicable, using the present value of anticipated costs for future
restoration of leased premises. The provision includes future cost estimates associated with closure of the premises.



5.

(Deficit)/Surplus for the year

(i) Revenue from fees
Parent’s fees

(ii) Revenue from non-capital government funding
Government funding

(iii) Other revenue

Other revenue from ordinary operations consisted of the following items:
Management fees

Gross fundraising income

Interest income

Consultancy fees

Sales of publications and courses

Sponsor support

Loss on disposal of PPE

Other sundry revenue

(iv) Other income

Government capital grant funding

(v) (Deficit)/Surplus

(Deficit)/Surplus has been arrived at after (charging)/crediting the following
items:

Depreciation and amortisation of property, plant and equipment and
intangibles

Operating lease rental expenses:

Minimum lease payments
Net bad and doubtful debts
Finance costs

2015 2014
$ $
73,310,967 66,796,117
37,210,349 36,769,013
1,414,177 1,252,252
619,811 630,798
757,171 666,897
118,211 37,695
173,601 133,919
2,305,861 2,323,822
(18,901) (4,315)
312,982 649,774
5,682,913 5,690,842
548,139 102,530
(1,915,657) (1,558,870)
(2,345,840) (2,284,542)
(33,255) 4,889
(25,265) (21,762)




6. Trade and Other Receivables

2015 2014
$ $

Trade receivables
Trade receivables 692,780 676,782
Allowance for doubtful debts (85,868) (123,288)
Accrued income 192,086 236,707
798,998 790,201

Other receivables
Other receivables 210,389 183,764
1,009,387 973,965

Reconciliation of allowance for doubtful debts

Balance 1 January 123,288 270,489
Increase to provision 87,574 16,005
Impairment recovery (124,994) (163,206)
Balance 31 December 85,868 123,288

Parent fees are paid either in advance or weekly. The average credit period on rendering of services is 3 days.
No interest is charged on the trade receivables. An allowance has been made for estimated irrecoverable trade
receivable amounts arising from the past rendering of services, determined by reference to past default experience.
The Company has provided fully for all such receivables outstanding at year end because historical experience is
that receivables past due beyond year end are generally not recoverable.

7. Other Assets

Prepayments 983,630 849,352
Finance lease asset 41,848 29,351
1,025,478 878,703
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Balance at 1 January
2014

Additions

Assets under construction
(WIP)

Redassification
Disposals

Balance at 31 December
2014

Additions

Assets under construction
(WIP)

Reclassification and prior
year adjustment

Disposals

Balance at 31 December
2015

Balance at 1 January
2014

Disposals
Reclassification
Depreciation expense

Balance at 31 December
2014

Disposals

Reclassification and prior
year adjustment

Depreciation expense

Balance at 31 December
2015

As at 31 December 2014
As at 31 December 2015

$ $ $ $ $ $ $

7405730 14914999 1548583 272,414 1,554,194 1,017,654 26713574
8,559 865327 214,944 150,525 1,239,355
4,847 17,229 9,985 32,061
(976,518) 912,789 1,392 32,576 (29,761)
0 (373,256) (7,199)  (48,359) - (L28814)
6,442,618 16337088 1,767,705 256,631 1,554,194 1,168,179 27526415
91,761 706351 213,118 35,000 54359 1,100,589
5,750 18,105 485875 509,730

1,453 (397) 1,850
(191,249) (4,432) (195,681)
6,538,676 16869898 2,464,116 256,631 1,589,194 1,222,538 28941053
(1860541)  (7758203)  (997,766) (125,738)  (828,314) (920,653)  (12£91215)
366,125 8,171 18,837 393,133

15,404 12,967  (28,371)
(155760)  (829289) (124,187)  (37,361) (199,174)  (78,487)  (1424258)
(2000897)  (8208400) (1142153) (144,262) (1027488) (999,140)  (13522340)
0 174372 2,408 176,780

1,453 (1,299) (154)
(189,784)  (970294)  (154513)  (29,085) (228,412) (179,149)  (1751237)
(2189228) (9005621) (1294412) (173,347) (1255900) (1,178289) (15096797)
4441721 8128688 625552 112369 526,706 169,039 14004075
4,349,448 7,864,277 1,169,704 83284 333,294 44249 13844256




8. Property, Plant and Equipment (continued)

2015 2014
$ $
Depreciation:
Land and buildings 189,784 155,760
Leasehold Improvements 970,294 829,289
Furniture and office equipment 154,513 124,187
Motor vehicles 29,085 37,361
Make Good Asset 228,412 199,174
Finance Lease Asset 179,149 78,487
1,751,237 1,424,258
9. Intangible Assets

Software Total
$ $

Gross Carrying Amount
Balance at 1 January 2014 1,083,594 1,083,594
Additions 277,392 277,392
Balance at 31 December 2014 1,360,986 1,360,986
Additions 29,556 29,556
Assets under construction (WIP) 336,012 336,012
Balance at 31 December 2015 1,726,554 1,726,554

Accumulated Depreciation

Balance at 1 January 2014 590,745 (590,745)
Amortisation expense (134,612) (134,612)
Balance at 31 December 2014 (725,357) (725,357)
Amortisation expense (164,420) (164,420)
Balance at 31 December 2015 (889,777) (889,777)
Net Book Value
As at 31 December 2014 635,629 635,629
As at 31 December 2015 836,777 836,777
10. Trade and Other Payables
2015 2014
$ $
Salary and superannuation accruals 1,420,338 902,981
Prepaid centre fees and holding deposits 4,317,705 3,535,661
GST Payable 414,573 726,497
Other payables and accruals 1,455,564 2,041,342
Trade payables 2,576,546 2,080,672
WBS & Brokered program surpluses 5,055,808 4,420,303

15,240,534 13,707,456
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11.

12.

13.

14.

Finance Leases

2015 2014
$ $
Finance Lease Liability 636,153 263,598
Minimum Lease Payments
Less than 1 year 244,170 89,353
Between 1 and 5 years 391,983 174,245
636,153 263,598
In 2015 total lease payments of $258,187 (2014: $267,098) were made.
Unearned Income
Prepaid government funding 9,898,986 8,212,545
Prepaid special education income 480,069 942,200
10,379,055 9,154,745
Provisions
Current
Employee Benefits:
Provision for annual leave and rostered days off 6,570,825 6,190,416
Provision for long service leave 4,570,305 4,293,860
11,141,130 10,484,276
Provision for Make Good Liability: 674,295 381,760
Make good liability 11,815,425 10,866,036
Non-current
Employee Benefits:
Provision for long service leave 2,234,417 2,094,248
Provision for Make Good Liability:
Make good liability 914,899 1,172,434
3,149,316 3,266,682
General Funds
Balance at beginning of financial year 15,076,060 15,379,384
Net (deficit)/surplus 5,340,237 (159,103)
Net transfers from General Funds (note 15 & 16) (20,172) (144,2217)
Balance at end of financial year 20,396,125 15,076,060




15. Fundraising Reserve

2015 2014

$ $

Balance at beginning of financial year 1,233,992 1,254,771
Transfer (from)/to general funds (29,828) (20,779)
Balance at end of financial year 1,204,164 1,233,992

The fundraising reserve arises from the accumulated efforts of parents and staff to allow services to purchase
optional toys and equipment, to assist the service to expand and develop to meet local needs and to allow parents
to share in the life of the service and to make a concrete contribution to their children’s lives.

Further notes on fundraising are set out in Note 23.

16. Program Reserve

Balance at beginning of financial year 1,015,000 850,000
Transfer from general funds 50,000 165,000
Balance at end of financial year 1,065,000 1,015,000

The Program reserve relates to reserves set aside by the Company related to the programs. This reserve will be
utilised for potential future commitments on this program which the Program owner is not contractually bound to
meet.

17. Commitments for Expenditure
Operating Leases

Leasing arrangements

Operating leases relate to centre facilities and computer leases. KU does not have an option to purchase the leased
assets at the expiry of the lease period. A number of the leases were reclassified as finance leases in 2013 and are
disclosed in note 11.

Non-cancellable operating lease payments

Not longer than 1 year 1,436,374 1,461,193
Longer than 1 year and not longer than 5 years 1,789,156 2,639,724
Longer than 5 years 80,728 85,418

3,306,258 4,186,335

18. Contingent Liabilities

Bank Guarantee 22 October 1998 to Commonwealth 191,291 191,291
Bank Guarantee 31 January 1995 to Sydney City Council 5,000 5,000
Bank Guarantee 21 January 2014 to Central Coast
Regional Development Corporation 4,796
Bank Guarantee 30 April 2015 to Marrickville Council 15,400

216,487 196,291

Mortgage and facilities

The National Australia Bank currently holds a mortgage over 129 York Street, Sydney which is their security over the
$1.2m market rate facility. This remains undrawn as at 31 December 2015.
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19. Economic Dependency

As disclosed at note 5, a significant source of revenue is government funding. This funding supports programs for
early childhood education and care.

20. Related Party Disclosures

a) Directors’ compensation
The Directors act in an honorary capacity and receive no compensation for their services (2014: nil).

b) Transactions with Director-related entities

During the year, no amounts were paid to Director-related parties. No amounts are payable to or receivable
from Directors or Director related entities at the reporting date. If a Director utilises the services of KU Children’s
Services they pay the arms length market rates for provision of these services.

¢) Key Management Personnel Remuneration
The aggregate compensation of the key executive management personnel of the Company is set out below:

Total compensation 1,674,055 1,500,848
21. Notes to the Cash Flow Statement
2015 2014
$ $
(a) Reconciliation of (Deficit)/Surplus for the period to Net Cash
Flows From Operating Activities
(Deficit)/Surplus for the period 5,340,237 (159,103)
Depreciation and Amortisation of non-current assets 1,915,657 1,558,870
Loss on sale of non current assets 18,901 4,315
Interest received (757,177) (666,897)
Interest paid 25,265 21,762
Government capital funding (520,088) (413,785)
Finance Lease adjustments 12,497
Make good adjustments (35,000)
Movements in working capital:
Decrease in trade receivables and other assets (182,196) 1,274,780
Increase/(Decrease) in trade payables and other liabilities 2,757,390 4,791,696
Increase in provisions 832,023 905,397
Net cash generated from/(utilised in) operating activities 9,407,515 7,317,035

(b) Reconciliation of Cash and Cash Equivalents

For the purposes of the cash flow statement, cash and cash equivalents include cash at bank and on hand. Cash
and cash equivalents at the end of the financial year as shown in the Statement of Cash Flows is reconciled to
the related items in the balance sheet as follows:

Cash and cash equivalents 31,169,874 26,091,197
Cash includes $6,056,921 (2014: $5,535,706) which is held for disbursement in accordance with government
funding agreements and $6,045,251 (2014: $6,727,274) in relation to Work Based Services.

22. Term deposits
Term deposits 16,000,000 12,000,000
16,000,000 12,000,000

Term deposits comprise term deposit investments held with various banks. The maturity periods on these investments
from the date of purchase range between 3 to 10 months.




23. Information & Declarations to be Furnished Under the Charitable Fundraising Act 1991

Under this Act, KU Children’s Services holds a single authority to fundraise for KU centres. The authority does not
extend to services which KU manages on behalf of another organisation. Preparation of the following information
reflects the level of disclosure existing in management systems in use by the organisation.

(a) Statement of Fundraising Income and Expenditure
Detailed income statement for the year ended 31 December 2015

2015 2014

$ $

Raffles 31,260 31,804
Functions 283,952 286,360
Sale of Items 207,792 247,417
Interest 2,563 4,747
Donations 94,244 60,470
Gross Proceeds from Fundraising 619,811 630,798
Raffles (187) (94)
Functions (248,045) (215,764)
Sale of Items (115,221) (121,246)
Total Cost of Fundraising (363,453) (337,104)
Net Proceeds from Fundraising 256,358 293,694

(b) Accounting Principles and Methods adopted in Fundraising accounts

The fundraising financial statements have been prepared on an accrual basis and in accordance with Australian
Accounting Standards as per Note 3.

(c) Application of Fundraising Proceeds in 2015

Opening balance 1,233,992 1,254,771
Net proceeds from fundraising 256,358 293,694
Centre Improvement and Equipment (285,693) (313,956)
Bank charges (493) (517)
Total Reserve 1,204,164 1,233,992

(d) Details of Gross Income and Aggregate Expenditure of Appeals Conducted Jointly with Traders

For the purpose of this note all fundraising involving the Sale of Ttems (e.g. chocolates, sun hats, sunscreen, etc) is
deemed to have involved a trader.

Gross income received from sale of items 207,792 247,417
Total expenditure incurred 115,221 121,246
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(e) Forms of Fundraising Appeals Conducted in 2015 .

For the purposes of reporting under the requirements of the Charitable Fundraising Act 1991, KU Children’s Services
classifies all fundraising activities under five categories; raffles, functions, sale of items, donations and interest.

(f) Key Indicators for Fundraising Activities
Total Cost of Fundraising $363,453 (2014: $337,104) divided by Gross Income from Fundraising $619,811 (2014:
$630,798) equals 59 % (2014:53%).

Net Surplus from Fundraising $256,358 (2014: $293,694) divided by Gross Income from Fundraising $619,811
(2014: $630,798) equals 41 % (2014: 47 %).

. Additional Company Information

KU Children’s Services is a public company limited by guarantee, incorporated and operating in Australia.

Principal Registered Office and Principal Place of Business
129 York Street
Sydney NSW 2000

. Government Grant Funding
During the course of the calendar year specific Government Funding that required acquittal reporting.

Program Funding $ Funding $
31-Dec-15 31-Dec-14

Supplementary Assistance

Department of the Prime Minister and Cabinet - 137,835

Wagga Intensive Support

NSW Department of Education and Communities - 21,633

Macarthur Starting Points

NSW Department of Education and Communities 133,325 123,847

Penrith Starting Points

NSW Department of Education and Communities 10,561 13,461

Early Learning Inclusion Program

NSW Department of Education and Communities 63,368 449,492

Marcia Burgess Autism and Specific Early Learning & Care Centre

NSW Department of Education and Communities 73,930 59,612

Northern Sydney SCAN

NSW Department of Family & Community Services - 1,294,691




Funding $ Funding $
30-Jun-15 30-Jun-14
Early Language & Literacy Initiative
Department of Social Services 160,699 160,703
KU Children’s Speech Therapy
NSW Department of Ageing, Disability and Home Care 39,441 38,505
Inner West Play & Chat
Department of Family & Community Services 327,783 364,154
Newcastle Supported Playgroups
Department of Family & Community Services 129,640 120,266
Macarthur Parenting
Department of Social Services 133,900 133,894
Macarthur Stepping Stones
NSW Department of Ageing, Disability and Home Care 377,078 368,132
KU Starting Points Penrith
NSW Department of Ageing, Disability and Home Care 200,700 195,939
Early Childhood Intervention Extended Service
NSW Department of Ageing, Disability and Home Care 116,550 113,786
Marcia Burgess Autism and Specific Early Learning & Care Centre
Department of Social Services 890,000 890,000
National Inclusion Support Subsidy
Department of Education 2,290,448 2,178,000
Inclusion Support Agency
Department of Education 4,758,071 4,583,815
SWS Skills Development
NSW Department of Ageing, Disability and Home Care 227,194

Supplementary Assistance
Department of the Prime Minister and Cabinet 68,918
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