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OUR VISION AND PURPOSE

Every child has a right to feel
safe, nurtured, valued and heard.

At KU, we contribute to this by delivering, supporting and leading high quality
inclusive play-based learning programs. We provide opportunities for children
to become the creators, thinkers and doers of today and tomorrow.

OUR GOALS

KU’s Strategic Plan 2017 to 2019. Engaged stakeholders actively
‘Creating, Thinking and Doing for delivering outcomes for our KU.

today and tomorrovgutlines five : .
s th h K %. A sustainable, scalable business
goals that together ensure KU wi model empowering our future.

be a consistently strong, agile and
innovative leader in the early childhoo#t Social policy and investment

sector come 2019 and beyond. driving relevant and impactful
outcomes for children.

4. Achieving excellence to advance
the status and standing of early
childhood education.

5. Producing knowledge that
progresses the sector.
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YEAR IN REVIEW

Chair and
CEO’s Report

As we reect on the second yeand regulation, some of which have
of our three-year Strategic Plaimpacted negatively on KU and the
‘Creating, Thinking and Doing fochildcare market more broadly. The
Today and Tomorrow’, it is clegoending implementation of the
how embedded KU’'s values an@ommonwealth Government’s new
strategic objectives have become€hild Care Package and Child Care
within the organisation. KU’s Boar8ubsidy initially created uncertainty
and Executive team continue to takeithin the market, followed by a
a uni ed, values-based approach tperiod of volatility as families began
leadership and management of théo reassess their childcare in light
organisation, and our staff continuef the new arrangements. As some
to demonstrate a strong commitmenfamilies chose to reduce days or not to
to the organisation’s purpose, aneénrol at all, KU saw a downturn in the
an ongoing focus on outcomes foviability of some long day care centres.

children and sustainability for th?_ike many other providers, KU's long

future. This approach become . .
P 8ay care services also experienced

particularly important in times of - :

"~ Tlincreased competition resulting from
challenge, and when the organisation .
) ) T an oversupply of childcare centres
is faced with signicant changes

o . in some markets. Achieving a better
within the sector, as we were in ZOlgalance between demand and

The past 12 months have featuredupply is critical to ensuring both
major shifts in funding, public policghe best outcomes for families and
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the ongoing viability of high qualityGiven KU’s strong commitment to theystem. We are incredibly proud
childcare and preschool services. Bajusion of children with additionathat KU centres continue to be
while KU welcomes increased choiceeds, the transition to NDIS imdependently assessed as amongst
for families, we continue to advocatengoing, as is the need for us tthe highest quality in the country,
for greater planning and regulatiomespond and adjust our services amdth 99% meeting or exceeding
regarding the approval and fundingperations. Ensuring families of yourige Standard. Another KU centre, KU
of new services. children can access high qualityance, was added to the growing list
On the other hand, in NSW, thgarly intervention .servicgs withiof KU- services that have achieved
the context of their mainstreamthe highest possible honour; the

continued roll-out of the Start Strong

funding was very positive, deIiverin_egarly education environment is anoveted NQS ‘Excellent’ rating. These

. . increasing consideration, and weesults continue to be something
signi cantly lower fees in State-funded ) . ) "
, h:flve continued to evolve and exparttiat differentiates KU for families,
preschools. As the State’s larges ) fari h d with ) I di
independent provider of preschoolgur sgrwce offering to meet thesand with a consistently outstanding
hanging needs. Net Promoter Score of +75.9, we are

KU is pleased to have been able 10 d famili . d
welcome the increased participatiom 2018, early childhood service®>>Ure KU families recognise an

of families at our preschools as laegan to be assessed under thaeopremate this quality difference.
result of this initiative. revised National Quality Standard

(NQS) and Assessment and Rating
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For the third year running, Kldwards received by KU staff and
was again named an Employer afentres for prestigious professional
Choice in the Australian Businessvards throughout the year.

Awards. Coupled with an Employéedditionally, these public accolades
Net Promoter Score of +40 and laelp raise the prole of our valuable
sustained staff retention rate irearly childhood teachers and continue
excess of 90%, this recognition is ao promote the status and standing of
acknowledgement of the work we dihe early childhood profession.

to attract, support, grow and retau:l.o assist us in planning for the future,

the best early childhood teacherlgu commissioned two major internal

and educators. The impact of this . . .
research projects that will examine

investment on quality outcomes fO{he longer-term impact of family

children and families 'S_ e\{ldent bé’entred practice and their leadership
more than a dozen nominations an‘;ior the 2% century
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NET PROMOTER SCORE
(PARENTYS)

Many of these activities and .

achievements speak to KU’'s

unwavering commitment to, and

investment in, our staff, and ensurirfigrmation of KU’s Diversity Workings we look to the year ahead;
our work has the greatest possibRarty, designed to provide greateontinuing to navigate the ever-
social impact, something that ha#sight into and representation othanging landscape and our own
been part of the fabric of KU since odiversity within KU’s workforce, aratganisational growth, we are proud to
inception in 1895. In 2018, Kudriving a culture of inclusion. be leading an organisation with such
delivered over $48m in programs ang s governance and risk manageme%)'c(traordin"’_‘r_y strengths,  experience
services focussed on impro‘"%meworks remained a focus of th%nd capabilities, and we are con dent

outcomes for the most vulnerablgyoarq  throughout the year and” Y ability to leverage and respond
chiidren and families in  OUR, | ded the re-certification of° IN€ OPPOMunNities ahead.

community, often in partnership witk 5 pisaster Recovery and Business

governments and other agenciegqniinyity Plan, the implementation
KU’s own investment in social impagk 5 crisis Communication Plan L
activities exceeded $1.75m. and changes to the mechanisms

One of the achievements of whicfer reviewing Board and Executive
we are most proud this year, wagerformance and succession planning.

the completion of KU's Innovatg, summary, 2018 brought us bot

h g
Reconciliation Action Plan; a ProceStallenge and celebration howevMW %

which “helped us deliver a 20%qra| it was a very positive year. Wé
increase in the number of Aboriging,|q jike to acknowledge and tharik

and Torres Strait Islander children ar&qlr staff, partners and the many
families accessing our services.  gnilies who accessed our services.

Following our public position iffach of you play an integral role in
support of Marriage Equality in 201nsuring KU continues to achieve our
which we were very pleased to s@@als and are at the heart of what

become law in Australia, 2018 saw tHBakes KU so unique.




KU2018
SNAPSHOT

2,136 681

hours of paediatric families increased

speech pathology their child’s

services delivered. engagement with
the community
through KU

Family Programs.

13,192 children

experienced the KU Difference.

575

children with
additional needs
were included in

KU services assisted
by KU’s Education
Support Team.

EMPLOYEE NET PROMOTER SCORE (NPS)



Our Family 11,365 families

chose KU for their children.

1,615 1,755,644

children from total dollars invested in socially

refugee and new impactful programs.
migrant families

O u r I m paCt were welcomed to

Australia through
childcare in KU’s
Adult Migrant

English Program
(AMEP) services.

Promoters

81.5 ™

TOTAL NPS

Our Results +75.9

Detractors

5.6 %

NET PROMOTER SCORE (PARENTS)



6,792

early childhood
education services
were supported

by KU Inclusion
Agency staff.

EMPLOYEE ENGAGEMENT RATE

8,829

funding applications
were assessed by
KU’s Inclusion
Development Fund
Manager team.

90 **

2,234 staff

helped us make the KU Difference
for Australian children.

192

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

91 *

95

KU centres
completed their
individual RAPs.

STAFF RETENTION RATES



5,653

educators and
support staff
furthered their
professional
development
through KU’s
Professional
Services and
Learning Programs.

281

professional
learning sessions
were delivered
for educators and
staff nationally.

EXCELLENT
EXCEEDING
MEETING

WORKING TOWARDS

SIGNIFICANT IMPROVEMENT REQUIRED

KU QUALITY (NQS RATINGS)

5,370 members
formed the foundational basis of KU’s
constitutional and governance structure.

626

delegates attended
KU’s Annual

Conference events.

14

early childhood
education University
and TAFE students
supported through
KU’s student
awards and
professional learning
sponsorships.

3%
85
11 ™
1 %
0%
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ENGAGED STAKEHOLDERS

The benefits
of partnering
with families

KU believes whole heartedly tham NSW; a centre awarded multiple
parents and families are their childisonours in 2018 for its innovative
rst educators, and the need tgractices in working with families.

work in partnership with them i%U Chatswood Community has an
crljucal. The bes’F outcomes fO|F1crediblyculturallydiverse community.
children are “achieved when "The families at the preschool represent

can help bridge the gap betWee'rqnore than 20 different nationalities

home and preschool or childcare. In .
P and many are new to Australia.

some cases, the benefits of Stror@nglish is the second or third language

partnerships with fa@hes can b%f over 95% families and children.
even broader; creating networks

within the community and breakindt was recognised that language
down barriers to access, ultimateBarriers presented a challenge for
enabling more children to benefigtaff when welcoming and orienting
from high quality early education. Newcomers to the preschool; a critical
rst step in fostering KU’s usually very

That was the motivation for . . "
- strong relationships and communities.
encapsulating ‘Engaged stakeholdewhen Preschool Director, Kathy

actively delivering outcomes for oWt tcher. and her team undertook

KU’ as a goal within our Strategic Plasndme research and consulted with

Nowhere is the achievement ofamilies and children to come up with
this goal more evident than at Kl solution, the result was a completely
Chatswood Community Preschood-designed welcome program.




THE BENEFITS OF PARTNERING WITH FAMILIES

“Families are realising\ ‘pay it forward’ program wasthe recipient of a prestigious ASG
implemented, where current parenfdational Excellence in Teaching
were recruited to help with theAward. Additionally, the preschool
and valued members Oforientation of new families in theiwas a nalist in the HESTA Early
and contributors to, thejfhome language. This was supporte@hildhood Education & Care Awards

,by a ‘stay and play’ approach wherand the team were awarded the 2018
families were encouraged to catctlMaking ‘the KU Difference’ through

up with one another outside of theénnovation award.

preschool program.

their potential as real

child’s community.’

Kathy explains that engagement
“Both programs have become kayith families in this way has changed
components of the way we nowhe culture of the preschool, and the
establish relationships with childrepractice of educators in recognising
and families,” says Kathy. and supporting authentic connection

with a child’s home environment.
The new welcome program has proven

highly successful in helping overcomlgerhaps most importantly, our families

language barriers, increasing e realising their potential as real and

. . e valued members of, and contributors
involvement of families within in the

, . _to, their child’s community.”
centre’s program, and shaping
parents into local advocates for
the preschool's work and KU's
inclusive approach to early childhood
education. And the new approach is
certainly attracting much praise. In

2018, Director Kathy Hatcher was
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ACHIEVING EXCELLENCE

The makings of an
‘Excellent’ centre

At KU when we talk about théhe centre’s outstanding commitment
organisation’s goal to ‘Achievdo quality was recognised when it
Excellence’ we believe that shoujdined KU’'s growing list of Excellent
apply to everything we do, howeveated centres.

ofparticularimportanceisthequalitwthin their program, Director

of our services and the educationﬂonna Morley and her team actively
programs we provide for children. incorporate Aboriginal and Torres
KU centres have always had dbtrait Islander cultures within their
exemplary quality record, with 99%urriculum. With the CBD, Observatory
of centres independently assessed lddl, the historic Rocks area and
meeting or exceeding the NationadBarangaroo at their doorstep,
Quality Standard (NQS), compared witixcursions within the local community
a sector benchmark of 78% in 20180 develop a greater understanding of
However even within KU, achievinige signi cance of those sites, forms a
the rare and coveted ‘Excellent’ NQ&al part of their program.

rating is a very tall order, with only th%e pride ourselves on the strong

top 0.3% of services nationally Currem{?’onnections we have with the local

holding the honour. community,” explains Donna. “We

KU Lance is KU's oldest operatimge regularly visited by Aboriginal
service having rst opened in 190&lders who share their knowledge,
and has been an integral part ofulture, art and language with the

the local Millers Point community iohildren. We have also developed a
Sydney for almost 120 years. In 2018|ose relationship with our neighbour,




THE MAKINGS OF AN ‘EXCELLENT’ CENTRE

the Barangaroo Authority. This haand practice with others througliWe are very proud to have received
provided many unique learnindrofessional Learning Communitiethe highest possible rating,” Donna
opportunities  for the childrenmeetings and conferences. said upon learning of the Excellent
including visiting construction S'telgreschool children from KU I_anratlng. It's a wonderful recognition

- . . Ce
in Barangaroo and engaging WmF]ave also taken steps to ma

kgf the hard work and dedication
installations for the Sydney Festival.” : dof our team, who are committed
tonnections much farther ael

A key component of the Excellefty joining the ‘Travelling Heartéo p”’"'d'”g the h.|ghest quality
rating is the ability to demonstratéProject’ to share ‘a little love’ withearly learning _enwronments and
a level of inuence that extendghe wider community. Children Wo&rogr_ams for children, am_j the best
beyond the centre. KU Lance hasllaboratively to handmake Smaﬁos.smle.(?utcomes for children and
taken a leadership role within theeart-themed gifts and distributethe'rfam'“es'"
sector through participation inthese via the local community centre.

research, and shares knowledge

KU NQS
EXCELLENT 3% mm
EXCEEDING 82 7 ee—
MEETING 14 % —
WORKING TOWARDS 1% n
SIGNIFICANT IMPROVEMENT REQUIRED Q%
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SUSTAINABLE, SCALABLE BUSINESS MODEL

Exploring models
for expansion

At KU, expansion is fundamentallgmidst a changing competitive
driven by our desire for morand funding landscape, such as we
children to access high qualitgxperienced in 2018, achieving our
early education. However, carefuldyrategic goal of a sustainable and
considered expansion can also delismalable business model becomes
a range of other benets for botheven more important. Throughout
KU and the community, includinghe year, KU was able to achieve
increased impact through earlgrowth in our portfolio of services by
intervention services, maintaining pursuing a range of traditional and
strong not-for-profit presence withimnovative expansion opportunities.

an |r.1crea5|.ngly commercial mark_elr-'bllowing the acquisition of a site in
and improving the long-term Securl%Ielbourne's north-western suburbs
and cost management of SENVICCRU is now in the process of designing

through property ownership. and constructing a purpose-built
centre. The new service will offer

10



a range of early education andgervices and identify opportunitieBinally, the opening of KU’s new
intervention programs in response to increase our offering to families/ictorian Office in Fitzroy facilitated
the identi ed needs of local familiesin 2018 this included the pilotingthe delivery of an increased number
In late 2018, KU was pleased to b%f in-house paediatric spgecland range of servu_:es, both |_n
awarded the lease for an additionaﬂathomgy and psychology servicesupport of KU’s existing centres in

service in Wagga Wagga, NSWvorking closely with some of KU”s1e Sta?e, and aIsFJ in the delivery of
grofessmnal services to the sector,

Again, working in response to loclmingstanding corporate clients, 201 i )

. . such as Professional Learning and
community need, KU has developeshw the upgrade and expansion | |
a bespoke range of services to lé some existing work-basedPc¢'? Ist consultancy.
delivered from the new site. Thehildcare centres, as well as th%s we continue to navigate an ever-
centre will come into operation irommissioning of several additionahanging market, responsiveness
2019 following renovations to bettebrand-new centres. KU recognisasd adaptability are critical. We are
align the design of the building witlthe significant financial investmentonfident that by taking a diversified
the services KU plans to offer. that employers make in choosingpproach to expansion, KU can

. . to provide work-based childcarepntinue to grow sustainably in the
The almost universal increase q q ) head
in demand for integrated earlyan We a.lre proud to parfmer witlyears ahead.
. . . q{gamsatlons that continue to
intervention services as a resu

of the NDIS, provided KU th([:‘nake, and in some cases increase,

opportunity to review our existinéhat commitment.

11
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SOCIAL POLICY AND INVESTMENT

KU Marcia Burgess
Foundation: increasing
our impact

Almost 125 years ago, KU was bosimply not be viable to operate, leaving
of a visionary idea to establish ththe most vulnerable children without
nation’s first free kindergartenaccess to high quality early education.

brought to fruition through the effortsAs KU grows, so does our appetite

of volunteers and the generositgnol capacity for increasing our

of donors - and phllanthrOpIStS'social impact. One of the greatest

Speci cally intended to provide Somgpportunities to increase KU's

of Sydney’s poorest children WltE{bility to deliver better outcomes

access to early education, so beg:fm .
) ST or our most vulnerable children
the commitment to social justice tha"gjl

) . nd families, lies in the KU Marcia
is now embedded in KU’'s DNA.

Burgess Foundation. Named for
Whilst most people are familiaone of KU’s own trail-blazing
with KU’s mainstream preschoduminaries of social inclusion and
and childcare services, many mahild wellbeing, the late Marcia
not realise that in 2018 KU delivereBurgess, KU’s charitable Foundation
more than $48m in social impacprovides people and organisations
and inclusion programs, many ofho share our vision a tax effective
which are supported by Governmentechanism to help KU deliver
funding, grants, and co-contributionservices to those most in need.
from families. KU’s own mvestmehgince its establishment, the

in social impact programs rosEoundation has funded some

substantially from $1.5m in the pr'ofmportant projects, and over the past

year, to more than $1.75m in 2018, . . .
] o year, we have been quietly increasing
This supported critical

POJeCty ; focus on the Foundation, working

such as the continued operat|05[10 fully leverage the potential we

of §entr.es I areas Of,SImelca%elieve the Foundation offers.
social disadvantage. Without KU’s

investment, these services would

12



KU MARCIA BURGESS FOUNDATION: INCREASING OUR IMPACT

In 2018, KU invested in several neimowledge and confidence tdrhrough the KU Marcia Burgess
pilot programs to test and prove therovide low cost, healthy meals fé¢ioundation, KU is expanding the
difference future programs, to béheir families at home. wonderful work we already do in this

funded by the Foundation, will bq_o facilitate a more strategic angPace- We look forward to sharing
able to make. One such progrart?argeted approach to organisationarlnore about the corporate partners,
piloted in 2018 was ‘Healthy Start’fundraising and philanthropy, and generous donors and philanthropists,
a targeted nutrition initiative thatdevelop the partnerships and systen‘%lgd other foundations with whom

saw children from KU Macquari{?1at will grow the Foundation into e are partnering, as well as the
Fields Preschool and playgrouspustainable source of revenue, tri]rénovative and potentially life

trying and eating healthy foodsdecision was taken to appoint é:hanging programs we develop and
they had never eaten beforededicated manager. implement together.

Participating parents gained the

A
"-':.*9‘

13
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PRODUCING KNOWLEDGE

Understanding
leadership

As the most experienced provid&vhilst leadership is recognisefl highly respected research team
in Australia, with many highas an essential component ofvas assembled, and planning was
guality services and an impressiggiality early childhood educatioundertaken for this groundbreaking
record of involvement in researcbrganisations, the concept remairnstudy to be carried outin 2019. It has
it is unsurprising that KU is #&rgely undened. National andbeen designed based on research
sought after partner in studiesnternational research has highlighteshethodology involving extensive
attempting to understand andthe need for further investigation intstakeholder engagement, and at the
improve outcomes for children anthe evidence base that supports lighest standard of academic rigour
families. As we aim to positiomighly skilled workforce, and enablaad ethics.

KU at the forefront of knowledgeffective and emerging leadership. Ultimately KU's ndings will inform

production that informs and gulde%ccordingly, this study will shingnd in uence the way KU and other

the —early — childhood educat|or]lght on the complex early childhoodrganisations enact leadership in the

sector, the current Strategic Plan é%ucation environment andfuture and add to credible information

also accompanied by a SlgnlflcamJluminate the characteristics ofind evidence for discussion at sector,

investment in advancing KU's OWtfective leadership within KU and theolitical and academic levels.
research agenda.

_ .professmn.Atan |nd|y|d_ual ar?d group. i1a Leadership in KU research
There is no doubt that KU ifevel, researchers will investigate the. .
] e . roject produces new ways of
recognised and respected for owrganisation’s leadership frameworﬁﬁ. : o
) ] ] inking about leadership in early
leadership attributes at all levels aefssets and resources, attitudes

€ducation, KU is expanding on the

the organisation and sector. With thisnd practices, relationships and_. .. .
existing legacy of research informed

in mind, KU took the unprecedente@putation. As we respond tost21 . o
) ) o ““practice, and contributing to a sector
and progressive step of investing aentury challenges and opportunities
o i . ) i . Culture of preparedness for, and
a KU commissioned and led studthis project will also identify the .
i ) fesponsiveness to change.
to better understand how leadershiarchitectures, systems and change
within KU contributes to our succesgents within KU that enhance
and in 2018 the Leadership in Kl¢adership, support innovation, and

research project was born. build future ready organisations.

14
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BOARD OF DIRECTORS

Laura Hartley
Chair

Sema Musson
Deputy Chair

Gareth Bennetresigned 22 May 2018)
Elizabeth Hristoforidis

Richard Richards

Peter Roberts

Tamara Robinsdappointed 22 May 2018)
Dr Jennifer Skattebol

Janet Verden

Dr Christine Woodrow

16

EXECUTIVE TEAM

Christine Legg
Chief Executive Officer

Hayden Hills
Chief Financial Officer

Kim Bertingresigned 2 February 2018)
General Manager, Early Education Professional Practice

Poppy Brown
General Manager, Early Education Inclusion

Karen Dawson
General Manager, Partnerships, Development &
Engagement

Jane Robinson
General Manager, People Services & IT

Cherylanne Williams
General Manager, Early Childhood Education
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DIRECTORS REPORT

The Directors present their report on KU Children’s Services
(the company) for the nancial year ended 31 December 2018.
The Directors report as follows:

Operating Result and Cash Flow

KU’s nances are overseen by KU’s Board of Directors and

KU’s Audit & Risk Management Committee who review the

nancial reports regularly and provide strategic direction to

KU management. Our Goals

1. Engaged families, staff and other stakeholders actively

KU is a nancially viable organisation with a strong Al
delivering outcomes for our KU.

balance sheet and adequate reserves. KU’s long histor%/ ; ) _
. . . . A sustainable, scalable business model empowering
of responsible nancial management con rms KU is ut
our future.

nancially sound and progressive. KU has no subsidiary o ) ] ] o
- 3. Social policy and investment driving relevant and
related organisations.

impactful outcomes for children.
At 31 December 2018, KU had a net surplus of 4. Achieving excellence to advance the status and
$2,858,879 (2017 $5,738,080), assets of $77,034,959 Standing of ear'y childhood education.

(2017: $76,715,138) and net assets of $36,825,480 5. producing knowledge that progresses the sector.
(2017: $33,966,601).

Principal Activities of the Company

ggprt ?nd L()fl’;% Tgm The principal activities of KU during the current year have been
Jectives o € Lompany the provision of early childhood education and care services.

KU Children’s Services has been operating continually

since 1895 and has a strong commitment to the Performance Measurement

provision of high quality early education, inclusion aﬁlﬂe Annual Report of the Company details the

social responsibility. achievements and performance over the past year

In the latter part of 2016, KU launched the Strategic Planeasured against the strategic goals. KU continued to
for 2017 to 2019; ‘Creating, Thinking and Doing for todaghieve and perform strongly when measured against
and tomorrow’. This Strategic Plan outlines ve goals these strategic goals. KU’s key performance indicators
that together ensure KU is a consistently strong, agile are utilisation, staff turnover and financial performance
and innovative leader in the early childhood sector con@ individual services.

2019 and beyond. Some highlights of the year ended 31

December 2018 are detailed in the™d2Bnual Report. Company Limited by Guarantee

o The Company is incorporated as a company limited by
Our Vision and Purpose guarantee. In accordance with the Constitution, every
Every child has a right to feel safe, nurtured, valued andnember of the Company undertakes to contribute $2 to
heard. At KU, we contribute to this by delivering, suppadttie@ssets of the Company in the event of it being wound
and leading high quality inclusive play-based learning up, while he/she is a member or within one year after he/
programs. We provide opportunities for children to becae ceases to be a member. The Company has 5,349
the creators, thinkers and doers of today and tomorrowmembers (2017: 5,070 members).
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Directors
The names of the Directors of the Company who have held of ce during or since the end of the nancial year are:

Directors Name & Quali cations Special Responsibilities

Laura Hartley Chair of the Board, Board Member, Member of Audit & Risk

BA (Hons), LLB Management Committee, Member of People, Nomination &
Remuneration Committee

Sema Musson Deputy Chair of the Board, Board Member, Member of People,

B.Bus, M.Mngt, GAICD Nomination & Remuneration Committee, Chair of KU Marcia
Burgess Foundation Committee

Richard Richards Chair of Audit & Risk Committee, Board Member, Member of KU

BCom/LLB(Hons), LLM, MAPPFIN, FTIA, CA, Marcia Burgess Foundation Committee (until 22 May 2018)
Admitted Solicitor NSW

Dr Christine Woodrow Board Member, Chair of Education Committee

PhD, M.Ed, B.Ed, DipTch (ECE)

Dr Jennifer Skattebol Board Member, Member of Education Committee

Dip Ed (EC), B.Ed. PhD

Gareth Bennett (resigned 22 May 2018) Board Member, Chair of People, Nomination & Remuneration
BA (Hons) 1st, GAICD, FCIPD Committee, Member of Education Committee

Elizabeth Hristoforidis Board Member, Member of People, Nomination & Remuneration

B.Com (Marketing), LLB, Grad Dip Leg Prac, Midvhmittee, Member of KU Marcia Burgess Foundation Committee
GAICD

Janet Verden Board Member, Member of Education Committee, Member of KU
BCom (Marketing), GAICD Marcia Burgess Foundation Committee
Peter Roberts Board Member, Member of Audit & Risk Management Committee

B.Fin.Admin, Fellow of Institute of Chartered

Accountants (FCA), GAICD, Graduate Diploma -

Securities Institute

Tamara Robinson (appointed 22 May 2018) Board Member
BCom (Marketing and Management)
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Directors’ Attendance at Board Meetings (1 January to 31 December 2018)

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

. . People, KU Marcia
Audit & Risk ) .
Board of Education Nomination & Burgess
. Management . . .
Directors . Committee Remuneration Foundation
Committee . .
Committee Committee
Directors A B A B A B A B A B
Laura Hartley 12 9 4 4 5 4
Sema Musson 12 12 5 5 4 4
Richard Richards 12 8 4 4 2 2%*
Dr Christine Woodrow 12 11 4 4
Elizabeth Hristoforidis 12 10 5 5 4 4
Peter Roberts 12 11 4 4
Tamara Robinson 9 6
Dr Jennifer Skattebol 12 5 4 4
Janet Verden 12 11 4 4 4 4
Gareth Bennett** 3 3 2 1 1 1
David McCracken 4 3*

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.

Please note:

* Mr David McCracken attended the KU Marcia Burgess Foundation Committee meeting as an External Committee Membel
** Director resigned from Board and Committees or Committee at AGM

The auditors’ independence declaration is included on page 4 of the nancial report.
Signed in accordance with a resolution of the Directors.

On behalf of the Directors

Laura Hartley Richard Richards
Chair, Board of Directors Chair, Audit & Risk Management Committee
Sydney, 26 March 2019 Sydney, 26 March 2019
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Declaration by Board of Directors in

Directors’ Declaration .
Respect of Fundraising Appeals

The Directors declare that:

. . . In the opinion of the Board of Directors:
a) in the Directors’ opinion, there are reasonable grounds

to believe that the Company will be able to pay its delbts the nancial statements give a true and fair view of all

as and when they become due and payable; and income and expenditure of the Company with respect

_ ) o ) to fundraising appeals;
b) in the Directors’ opinion, the attached nancial

statements and notes thereto are in accordance with(i)) the Statement of Financial Position gives a true
the Australian Charities and Not-for-pro ts Commission and fair view of the state of affairs with respect to
Act 2012 (Cth) and Charitable Fundraising Act 1991, fundraising appeals;

including compliance with accounting standards, andjii) the provisions of the Charitable Fundraising Act 1991

giving a true and fair view of the nancial position and  and the regulations under that Act and the conditions
performance of the Company. attached to the authority have been complied with; and

Signed in accordance with a resolution of the DirectorS(iV) the internal controls exercised by the Company
made pursuant to S.60.15 of the Australian Charities and are appropriate and effective in accounting for all

Not-for-pro ts Commission Regulations 2013. income received.

On behalf of the Directors Signed in accordance with a resolution of the Board of Directors.
Laura Hartley Laura Hartley

Chair, Board of Directors Chair, Board of Directors

Sydney, 26 March 2019 Sydney, 26 March 2019

Richard Richards Richard Richards

Chair, Audit & Risk Management Committee Chair, Audit & Risk Management Committee

Sydney, 26 March 2019 Sydney, 26 March 2019
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Occupancy
& Property

6.4" EXPENSES

Employee costs

78.2

Statement of Pro t or Loss and Other Comprehensive Income
for the Financial Year Ended 31 December 2018

Note 2018 2017
$ $
Continuing operations
Revenue from fees 5 (i) 70,265,450 71,416,085
Revenue from non-capital government funding 5 (i) 59,516,018 59,918,613
Other revenue 5 (iii) 6,106,500 6,461,617

135,887,968 137,796,315

Employee costs 104,823,962 101,038,160
Operational expenses 11,580,401 14,229,106
Occupancy expenses 6,529,944 5,653,740
Depreciation & amortisation 5(v) 1,812,926 1,778,827
Administrative expenses 5,210,013 5,372,331
Repairs & maintenance 2,059,261 1,879,398
Marketing expenses 615,700 528,338
Finance costs 5 (v) 23,110 24,540
Other expenses 1,319,680 1,561,773
133,974,997 132,066,213

Surplus from ordinary operations 1,912,971 5,730,102

Other Income

Government capital grant funding 5 (iv) 945,908 7,978
Surplus for the year 21 2,858,879 5,738,080
Total comprehensive income for the year 2,858,879 5,738,080

The Statement of Pro t 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 2018

Assets
Current assets

Cash and cash equivalents
Term deposits

Trade and other receivables
Other assets

Total current assets

Non-current assets

Property, plant and equipment
Intangible assets
Total non-current assets

Total assets

Liabilities
Current liabilities

Trade and other payables
Finance leases
Unearned income
Provisions

Total current liabilities

Total non-current liabilities

Non-current provisions
Total non-current liabilities

Total liabilities
Net Assets

Equity

Retained Earnings
General funds
Fundraising reserve
Program reserve

Total Retained Earnings

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

2018

Note

21 (b)
22

10
11
12
13

13

14
15
16

2018 2017
$ $
54,665,881 35,256,075
- 22,000,000
619,449 1,584,043
993,258 1,274,346
56,278,588 60,114,464
19,792,523 15,578,270
963,848 1,022,404
20,756,371 16,600,674
77,034,959 76,715,138
10,550,606 12,969,292
481,928 379,452
10,061,880 12,130,477
16,724,942 14,881,044
37,819,356 40,360,265
2,390,123 2,388,272
2,390,123 2,388,272
40,209,479 42,748,537
36,825,480 33,966,601
35,697,199 32,817,471
1,128,281 1,149,130
36,825,480 33,966,601
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Statement of Changes in Equity
for the Financial Year Ended 31 December 2018

Balance at 1 January 2017
Surplus for the year
Transfer (from)/to retained earnings

Balance at 31 December 2017

Balance at 1 January 2018
Surplus for the year
Transfer (from)/to retained earnings

Balance at 31 December 2018

General Fundraising
Funds Reserve
$ $
25,898,504 1,213,017
5,738,080 -
1,180,887 (63,887)
32,817,471 1,149,130
32,817,471 1,149,130
2,858,879 -
20,849 (20,849)
35,697,199 1,128,281

Program
Reserve Total
$ $
1,117,000 28,228,521
- 5,738,080
(1,117,000) -
0 33,966,601
- 33,966,601
- 2,858,879
- 36,825,480

The Statement of Changes in Equity is to be read in conjunction with the attached notes.

10
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for the Financial Year Ended 31 December 2018

Cash ows from operating activities

Receipts from customers, government bodies and centres
Receipts from government brokered programs

Payments to suppliers and employees

Allocations to recipients of brokered programs

Net cash generated by operating activities

Cash ows from investing activities
Payment for property, plant and equipment
Receipts from government capital grants
Interest received

Finance cost

Receipts/(payments) for investments (term deposits)

Net cash generated/(utilised in) by investing activities

Cash ows from nancing activities
Payment for nance leases

Net cash utilised by nancing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the nancial year

Cash and cash equivalents at the end of the nancial year

The Statement of Cash Flows is to be read in conjunction with the attached notes.

Note 2018 2017
$ $
112,962,567 116,156,239
27,031,567 22,723,604
(113,077,917) (110,916,367)
(25,622,183)  (20,886,206)
21(a) 1,294,034 7,077,270
(5,436,733)  (4,289,836)
962,215 62,957
856,886 961,081
(23,110) (24,540)
22,000,000  (7,000,000)
18,359,258  (10,290,338)
(243,486) (301,633)
(243,486) (301,633)
19,409,806  (3,514,701)
35,256,075 38,770,776
21(bj4,665,881 35,256,075
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Notes to the Financial Statements
for the Financial Year Ended 31 December 2018

1. Corporate Information Standard requires the portion of the change in fair value
The nancial statements of KU Children’s Services  that relates to the entity’s own credit risk to be presented
(the Company) for the year ended 31 December in OCI (unless it would create an accounting mismatch).
2018 were authorised for issue in accordance with a  New simpler hedge accounting requirements are
resolution of the Directors on 26 March 2019. intended to more closely align the accounting treatment

with the risk management activities of the entity. New
impairment requirements use an ‘expected credit loss’
(‘ECL’) model to recognise an allowance.

The Company is incorporated as a company limited
by guarantee. The nancial statements are presented

in Australian dollars, which is KU Children’s Services’
functional and presentation currency. Impairment is measured using a 12-month ECL method

unless the credit risk on a nancial instrument has

2.1 New or Amended Accounting Standards  increased signi cantly since initial recognition in which
and Interpretations adopted case the lifetime ECL method is adopted.

The Company has adopted all of the new or amended For trade receivables, a simpli ed approach to
Accounting Standards and Interpretations issued by the ~ measuring expected credit losses using a lifetime
Australian Accounting Standards Board (‘AASB’) thatare  expected loss allowance is available. The expected
mandatory for the current reporting period. Any new or credit losses is calculated based on a provision matrix
amended Accounting Standards or Interpretations that which takes into consideration historical data and any
are not yet mandatory have not been early adopted. The  forelooking events. The adoption of AASB 9 has not
following Accounting Standards and Interpretations are had a material impact on the Company’s results. The
most relevant to the Company: adoption of AASB 9 did not result in any change to
the opening net assets or the opening retained pro ts

The Company has adopted AASB 9 from 1 January
as at 1 January 2018.

2018. The Standard introduced new classi cation and

measurement models for nancial assets. A nancial . . .
: itis hele-2 New and Revised Australian Accounting
asset shall be measured at amortised cost if it is hel

within a business model whose objective is to hold asset Standards and Interpretations on issue

in order to collect contractual cash ows which arise on SbUt hot yet effective

speci ed dates and that are solely principal and interest. At the date of authorisation of the nancial

A debt investment shall be measured at fair value statements, the Company has not applied the
through other comprehensive income if it is held within ~ following new and revised Australian Accounting
a business model whose objective is to both hold assets Standards, Interpretations and amendments that
in order to collect contractual cash ows which arise on  have been issued but are not yet effective:

speci ed dates that are solely principal and interestas  3) AASB 16 Leases is effective for reporting periods

well as selling the asset on the basis of its fair value. All beginning 1 January 2019. This Standard is
other nancial assets are classi ed and measured atfair  expected to be initially adopted for the nancial
value through pro t or loss unless the entity makes an period ending 31 December 2019.

irrevocable election on initial recognition to present gains
and losses on equity instruments (that are not held-
for-trading or contingent consideration recognised in a
business combination) in other comprehensive income
(‘OCI"). Despite these requirements, a nancial asset
may be irrevocably designated as measured at fair value
through pro t or loss to reduce the effect of, or eliminate, = AASB 1058 clari es and simpli es the income
an accounting mismatch. For nancial liabilities recognition requirements that apply to not-
designated at fair value through pro t or loss, the for-pro t (NFP) entities, in conjunction with

b) AASB 1058 Income for Not-For-Pro t Entities is
effective for annual periods beginning on or after
1 January 2019. This Standard is expected to be
initially adopted for the nancial period ending 31
December 2019.

12
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AASB 15. These Standards supersede the NFP
income recognition requirements previously in
AASB 1004 Contributions (with the exception
of certain matters relating to public sector NFP
entities) as well as current revenue recognition
guidance including AASB 118 Revenue, AASB
111 Construction Contracts and the related
Interpretations when they become effective.

The timing of income recognition depends on
whether such a transaction gives rise to a liability
or other performance obligations (a promise

to transfer a good or service), or a contribution
by owners, related to an asset (such as cash or
another asset) received by an entity.

Key requirements of AASB 1058:

This Standard applies when a NFP entity receives
volunteer services or enters into other transactions
where the consideration to acquire an asset is
signi cantly less than the fair value of the asset
principally to enable the entity to further its
objectives. In the latter case, the entity recognises
and measures the asset at fair value in accordance
with the applicable Australian Accounting Standard
(e.g. AASB 116 Property, Plant and Equipment).

Upon initial recognition of the asset, this Standard
requires the entity to consider whether any other

13

nancial statement elements (called ‘related

amounts’) should be recognised, such as:

(a) contributions by owners;

(b) revenue, or a contract liability arising from a
contract with a customer;

(c) a lease liability;

(d) a nancial instrument; or

(e) a provision.

These related amounts are accounted for in
accordance with the applicable Australian
Accounting Standard.

The Standard also prescribes speci ¢ accounting
requirements for a transaction which is a transfer
of a nancial asset to enable an entity to acquire
or construct a recognisable non- nancial asset to
be controlled by the entity (i.e. an in-substance
acquisition of a non- nancial asset) and
volunteer services.

Entities can choose to apply this Standard
retrospectively (which requires restatement of
comparatives with certain practical expedients
allowed) or to use a modi ed approach (where
comparatives are not restated but the cumulative
effect of initial application will be adjusted
through opening retained earnings on the date of
initial application).
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The core principle of AASB 15 is that an entity should

recognise revenue to depict the transfer of promised

goods or services to customers in an amount that

re ects the consideration to which the entity expects

to be entitled in exchange for those goods or

services. Speci cally, the Standard introduces a 5-step

approach to revenue recognition:;

» Step 1: Identify the contract(s) with a customer

Step 2: Identify the performance obligations in
the contract

» Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the
performance obligations in the contract

» Step 5: Recognise revenue when (or as) the

entity satis es a performance obligation

2.2 New and revised Australian Accounting
Standards and Interpretations on issue
but not yet effective (continued)

Consequential amendments to other Standards
and Interpretations:

The issuance of AASB 1058 also results in
consequential amendments to other Standards
and Interpretations, as set out below:

* AASB 15 Revenue from Contracts with Customers
* AASB 16 Leases

» AASB 101 Presentation of Financial Statements
* AASB 116 Property, Plant and Equipment
 AASB 117 Leases

* AASB 138 Intangible Assets

* AASB 1004 Contributions

- AASB 1057 Application of Australian Accounting Under AASB 15, an entity recognises revenue when
Standards (or as) a performance obligation is satis ed, i.e.

when ‘control’ of the goods or services underlying
the particular performance obligation is transferred
to the customer.

Among the amendments listed above, the key
amendments to note are the:
* new lessee accounting requirements for leases at

signi cantly below-market terms and conditions In May 2016, the AASB issued AASB 2016-3
(commonly known as ‘peppercom leases) Amendments to Australian Accounting Standards
principally to enable the lessee to further its — Clari cations to AASB 15 in relation to the
objectives (as amended in AASB 16 and AASB 117). identi cation of performance obligations, principal
This requires the lessee to recognise the leased versus agent considerations, as well as licensing
asset / right-of-use asset at fair value per AASB 13, application guidance.
the lease liability per AASB 117 / AASB 16 and the In December 2016, the AASB issued the
residual as income at the inception of the lease; following amending Standards that applies

* requirement to measure inventories (e.g. donated to not-for-profit entities:
inventories) at current replacement cost where the « AASB 2016-7 Amendments to Australian
consideration for those inventories is signi cantly Accounting Standards — Deferral of AASB 15 for
less than fair value principally to enable the entity to Not-for-Pro t Entities which deferred the application
further its objectives (as amended in AASB 102); date for not-for-pro t entities to 1 January 2019

* requirement to measure the cost of the asset (e.g. « AASB 2016-8 Amendments to Australian
property, plant and equipment, intangible asset Accounting Standards — Australian Implementation
or investment property) at fair value per AASB 13 Guidance for Not- for-Pro t Entities which introduced
where the consideration for the asset is signi cantly not-for-pro t-speci ¢ implementation guidance on
less than fair value principally to enable the entity ‘enforceability’ of a contract (Step 1), ‘suf ciently
to further its objectives (as amended in AASB 116, speci ¢’ performance obligations (Step 2) and
AASB 138 and AASB 140); and separate recognition of ‘donation’ element (Step 4).

» removal of all income recognition requirements
for private sector NFP entities and majority of 3 Summary of Accounting Policies
income recognition requirements for public

o Statement of compliance
sector NFP entities in AASB 1004.

The nancial report is a general purpose nancial report
¢) AASB 15 Revenue from Contracts with Customers which has been prepared in accordance with Division
is effective for annual periods beginning on or after 60 of the Australian Charities and Not-for-pro ts
1 January 2019. This Standard is expected to be ~ Commission Act 2012, and Australian Accounting
initially adopted for the nancial period ending 31  Standards — Reduced Disclosure Requirements and
December 2019. complies with other requirements of the law.

14
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A statement of compliance with IFRS cannot be
made due to the application of not for pro t sector
speci ¢ requirements contained in the Australian
Accounting Standards.

Basis of preparation

The nancial report has been prepared on the basis
of historical cost, except for the revaluation of certain
nancial 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 signi cant accounting policies have been
adopted in the preparation and presentation of the
nancial report:

a) Property, plant and equipment
Land and buildings, leasehold improvements,
furniture and of ce 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 of ce
equipment, motor vehicles and computers, including
freehold and leasehold buildings but excluding land.
Depreciation is calculated on a straight line basis

S0 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 useful life of an asset is determined by
Management in line with guidelines as speci ed

in AASB 16 Property, Plant and Equipment. The
below estimates of useful life per class of asset are
provided as a guide only. The actual estimation
and application of the useful life and salvage value
of the asset is a reasonable judgement made by
Management based on the experience of the
entity with similar assets.

The following estimated useful lives are used as a
guide in the calculation of depreciation:

¢ Buildings owned: 33-50 years
 Buildings xtures and ttings: 5-14 years
» Leasehold improvements: lease term or 10 years

15
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e Furniture and ttings: 5-10 years
» Computers and hardware: 3-5 years
» Motor vehicles: 8-10 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.
Land is carried at cost and is not depreciated.

b) Intangible assets

Intangible Assets comprise software assets.
The estimated useful lives used to calculate
amortisation are between 3-8 years.

Employee bene ts

A liability is recognised for bene ts 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
bene ts 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
bene ts which are not expected to be settled
within 12 months are measured as the present
value of the estimated future cash out ows to
be made by the Company in respect of services
provided by employees up to reporting date.

The Company pays contributions to certain
de ned contribution plans. Contributions are
recognised in pro t or loss in the periods during
which services are rendered by employees.

d) Goods and services tax (GST)

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 net amount of GST recoverable from, or payable
to, the taxation authority is included as part of
receivables or payables.
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3. Summary of Accounting Policies
(continued)

d) Goods and services tax (GST) (continued)

fair value through pro t or loss if the nancial asset
is held within a business model whose objective is
achieved by both collecting contractual cash ows

Cash ows are included in the cash ow statement
on a gross basis. The GST component of cash ows
arising from investing and nancing activities which
is recoverable from, or payable to, the taxation
authority is classi ed as operating cash ows.

e) Financial Instruments
Financial assets and nancial liabilities are recognised

in the Company’s Statement of Financial Position
when the Company becomes a party to the
contractual provisions of the instrument.

Financial assets and nancial liabilities are initially
measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue

of nancial assets and nancial liabilities (other
than nancial assets and nancial liabilities at

fair value through pro t or loss) are added to or
deducted from the fair value of the nancial assets
or nancial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable
to the acquisition of nancial assets or nancial
liabilities at fair value through pro t or loss are
recognised immediately in pro t or loss.

Financial assets - Initial recognition and
measurement

At initial recognition, nancial assets are classi ed
and measured at fair value. Financial assets are
subsequently measured in their entirety at either
amortised cost or fair value, depending on the
classi cation of the nancial assets.

The classi cation of the nancial assets at initial
recognition depends on the nancial asset’s
contractual cash ow characteristics.

Financial assets subsequently measured at
amortised cost

Debt instruments are measured subsequently at
amortised cost when the nancial asset is held
within a business model whose objective is to
hold nancial assets in order to collect contractual
cash ows and the contractual terms give rise to
on speci ed dates to cash ows that are solely
payments of principal and interest on the principal
amount outstanding (SPPI).

Financial assets designated at fair value through
other comprehensive income (FVTOCI)
Debt instruments are subsequently measured at

16

and selling the nancial assets and the contractual
terms of the nancial asset give rise on speci ed
dates to cash ows that are solely payments of
principal and interest on the principal amount
outstanding.

By default, all other nancial assets are measured
subsequently at fair value through pro t or(FidBsEPL)

Despite the foregoing, the Company may make
the following irrevocable election / designation at
initial recognition of a nancial asset:

* The Company may irrevocably elect to present
subsequent changes in fair value of an equity
investment in other comprehensive income if
certain criteria are met; and

e The Company may irrevocably designate a debt
investment that meets the amortised cost or
FVTOCI criteria as measured at FVTPL if doing so
eliminates or signi cantly reduces an accounting
mismatch

Amortised cost and effective interest method

The effective interest method is a method

of calculating the amortised cost of a debt
instrument and of allocating interest income over
the relevant period. Interest income is recognised
in pro t or loss and is included in the “ nance
income - interest income” line item.

The amortised cost of a nancial asset is the
amount at which the nancial asset is measured at
initial recognition minus the principal repayments,
plus the cumulative amortisation using the
effective interest method of any difference
between that initial amount and the maturity
amount, adjusted for any loss allowance. The
gross carrying amount of a nancial asset is the
amortised cost of a nancial asset before adjusting
for any loss allowance.

Trade and other receivables

Trade and other receivables are initially recognised at
fair value and subsequently measured at amortised
cost using the effective interest method, less any

allowance for expected credit losses. Trade receivables

are generally due for settlement within 30 days.

Derecognition of Financial Assets
The Company derecognises a nancial asset when
the contractual rights to the cash ows from the
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asset expire, or when it transfers the nancial
asset and substantially all the risks and rewards of
ownership of the asset to another party.

Impairment of trade and other receivables

The Company has applied the simpli ed approach
to measuring expected credit losses, which uses a
lifetime expected loss allowance. To measure the
expected credit losses, trade receivables have been
grouped based on days overdue. The amount of
expected credit losses is updated at each reporting
date to re ect changes in credit risk since initial
recognition of the respective nancial instrument.

Impairment

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.

g) Leased assets

Leases are classi ed as nance 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 classi ed as
operating leases.

Company as lessee

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
bene ts from the leased asset are consumed.

Assets held under nance 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 nance
lease obligation. Lease payments are apportioned
between nance expenses and reduction of the
lease obligation so as to achieve a constant rate of
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interest on the remaining balance of the liability.
Finance expenses are recognised immediately in
pro t 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.

Lease incentives

In the event that lease incentives are received to
enter into operating leases, such incentives are
recognised as a liability. The aggregate bene ts 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 bene ts from
the leased asset are consumed.

h) Revenue

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 bene ts will ow to the
Company and speci c criteria have been met for
each of the Company’s activities as described below.

Fundraising
Fundraising is recorded when the income is
received or receivable.

Rendering of services

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

Government funding - operational

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 control is transferred in
accordance with AASB 1004 Contributions. Other
service revenues from government agencies are
recognised upon delivery of services in accordance
with AASB 118 Revenue.
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3. Summary of Accounting Policies

(continued)

h) Revenue (continued)
Government funding - capital
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 transferred.

Government Brokered Programs

Funds are received from Government Brokered
Programs by KU 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 Pro t or Loss and Other
Comprehensive Income in accordance with AASB
118 Revenue. Cash ows are included in the
Statement of Cash Flows on a gross basis.

Interest Revenue

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 nancial
assets to that asset’s net carrying amount.

i) Cash and cash equivalents
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 insigni cant risk of changes in value.

j) Term deposits
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.

k) Income tax
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.

18

[) General funds and reserves

General Funds

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

Fundraising Reserve

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.

Program Reserve

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.

m) Donations in kind

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.

n) Trade and other payables

Trade payables and other payables represent
liabilities for goods and services provided to the
Company prior to the end of the nancial year that
are unpaid. These amounts are usually settled within
30 days. The carrying amount of the creditors and
payables is deemed to re ect fair value.

0) Provisions

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.
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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 ows estimated to settle the present
obligation, its carrying amount is the present value
of those cash ows.

When some or all of the economic bene ts
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.

p) Unearned income
The liability for unearned income is the unutilised
amounts of grants received on the condition that
speci ed services are delivered or conditions are
ful lled. The services are usually provided or the
conditions usually ful lled 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 satis ed more than
12 months after the reporting date, the liability is
discounted and presented as non-current.

q) Comparatives
Comparatives have been realigned where
necessary, to agree with current year presentation.
There was no change in the pro t or net assets.

Critical accounting judgements and
key sources of estimation uncertainty

The preparation of nancial 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.
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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 signi cant effect on the amounts recognised in
the consolidated nancial statements:

4.1 Employee entitlements

Management judgement is applied in determining

the following key assumptions used in the calculation

of long service leave at balance date:

« future increases in wages and salaries;

« future on-cost rates; and

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

4.2 Leasehold improvements

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.

4.3 Impairment

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.

4.4 Impairment of trade and other receivables

The Company has applied the simpli ed approach
to measuring expected credit losses, which uses a
lifetime expected loss allowance. To measure the
expected credit losses, trade receivables have been
grouped based on days overdue. The amount of
expected credit losses is updated at each reporting
date to re ect changes in credit risk since initial
recognition of the respective nancial instrument.

4.5 Make good provision

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.
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5. (De cit)/Surplus for the year

2018 2017
$ $
(i) Revenue from fees
Parent’s fees 70,265,450 71,416,085
(i) Revenue from non-capital government funding
Government funding 59,516,018 59,918,613
(iii) Other revenue
Other revenue from ordinary operations consisted of the following items:
Management fees 1,378,705 1,439,050
Gross fundraising income 318,287 391,097
Interest income 856,886 961,081
Consultancy fees 83,775 305,412
Sales of publications and courses 247,531 645,136
Sponsor support 2,569,400 2,126,631
Other sundry revenue 651,916 593,210
6,106,500 6,461,617
(iv) Other income
Government capital grant funding 945,908 7,978

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

Depreciation and amortisation of property, plant and equipment and  (1,812,926) (1,778,827)
intangibles

Operating lease rental expenses:

Minimum lease payments (3,354,268) (2,608,235)
Net bad and doubtful debts (7,873) 10,968
Finance costs (23,110) (24,540)
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REVENUE SOURCES

Parent’s Fees

51.7 *

6. Trade and Other Receivables

2018 2017
$ $
Trade receivables
Trade receivables 598,725 803,748
Allowance for expected credit losses (87,957) (91,456)
Accrued income 3,876 649,577

514,644 1,361,869
Other receivables
Other receivables 104,805 222,174
619,449 1,584,043

Reconciliation of allowance for expected credit losses

Balance 1 January 2018 91,456 171,554
Increase to allowance for expected credit losses 19,707 47,724
Impairment recovery (23,206) (127,822)
Balance 31 December 2018 87,957 91,456

No interest is charged on the trade receivables. The expected credit losses for other receivables is NIL as it relates
mainly to interest receivable from banking institutions with low default rates.

7. Other Assets

Prepayments 957,381 1,252,821
Finance lease asset 35,877 21,525
993,258 1,274,346
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8. Property, Plant and Equipment

Furniture
Land and Leasehold and Of ce Motor Finance
Buildings Improvements Equipment  Vehicles Make Good Lease Asset Total
$ $ $ $ $ $ $
Gross Carrying Amount
Balance at
1 January 2017 6,567,595 17,416,447 2,727,516 179,246 1,523,059 1,34&3972%0,188
Additions 2,919,640 477,282  (84,107) - 17,320 629,404 3,959,539
Assets under
construction (WIP) 58,054 68,174 - - - - 126,228
Reclassi cation 151,897 (76,622) 510,694 - - (585,969) -
Disposals (511,808) (1,199,727) (657,643) 1 - (952,404) (3,321,581)
Balance at
31 December 2017 9,185,378 16,685,554 2,496,460 179,247 1,540,379 43B0524,374
Additions 1,985,065 2,237,339 799,648 - 213,014 114,108 5,349,174
Assets under
construction (WIP) 102,260 322,751 40,686 - - - 465,697
Reclassi cation (261,945) 261,945 - - - - -
Disposals - - - - (12,735) - (12,735)
Balance at
31 December 2018 11,010,758 19,507,589 3,336,794 179,247 1,740,658 551,464 36,326,510
Accumulated Depreciation
Balance at 1
January 2017 (2,382,300) (9,984,611) (1,662,939) (105,847) (1,344,750) (1,252,818)733,064)
Disposals 511,808 1,199,727 657,643 - - 952,404 3,321,582
Reclassi cation (131,691) 85,455 (280,000) - - 326,236 -
Depreciation expense (201,094)  (922,055) (34,045) (10,490) (72,722) (294(21534,622)
Balance at

31 December 2017 (2,203,277) (9,621,484) (1,319,341) (116,337) (1,417,472) (268,1B8DP46,104)
Disposals - - - - - - -
Reclassi cation 1,088 (1,088) - - - - -
Depreciation expense (198,736)  (898,411) (379,770) (8,219) (43,145) (59(6(8B7,883)

Balance at 31
December 2018 (2,400,925) (10,520,983) (1,699,111) (124,556) (1,460,617) (3271B%ER3,987)

Net Book Value
As at 31 December 2017 6,982,101 7,064,070 1,177,119 62,910 122,907 169,163 15,578,270
As at 31 December 2018 8,609,833 8,986,606 1,637,683 54,691 280,041 223,669 19,792,523
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8. Property, Plant and Equipment (continued)

10.

Depreciation:

Land and buildings

Leasehold Improvements
Furniture and of ce equipment
Motor vehicles

Make Good Asset

Finance Lease Asset

Intangible Assets

Gross Carrying Amount
Balance at 1 January 2017
Additions

Assets under construction (WIP)
Balance at 31 December 2017
Additions

Assets under construction (WIP)
Balance at 31 December 2018

Accumulated Depreciation
Balance at 1 January 2017
Amortisation expense

Balance at 31 December 2017
Amortisation expense
Balance at 31 December 2018

Net Book Value
As at 31 December 2017
As at 31 December 2018

Trade and Other Payables

Salary and superannuation accruals

Prepaid centre fees and holding deposits

GST Payable

Other payables and accruals

Trade payables

WBS & Brokered program surpluses

2018 2017
$ $
198,736 201,094
898,411 922,055
379,770 34,045
8,219 10,490
43,145 72,722
59,602 294,216
1,587,883 1,534,622
Software Total
$ $
1,992,439 1,992,439
300,591 300,591
73,220 73,220
2,366,250 2,366,250
87,063 87,063
79,424 79,424
2,532,737 2,532,737
(1,099,641) (1,099,641)
(244,205) (244,205)
(1,343,846)  (1,343,846)
(225,043) (225,043)
(1,568,889) (1,568,889)
1,022,404 1,022,404
963,848 963,848
2018 2017
$ $
1,748,500 1,429,651
3,544,748 3,775,585
208,501 95,850
539,513 1,198,781
1,227,474 2,682,174
3,281,870 3,787,251
10,550,606 12,969,292
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11. Finance Leases

Finance Lease Liability

Minimum Lease Payments
Less than 1 year
Between 1 and 5 years

In 2018 total lease payments of $243,486 (2017: $301,633) were made.

12. Unearned Income

Prepaid government funding

Prepaid special education income

13. Provisions

Current
Employee Bene ts:

FINANCIALS 2018

Provision for annual leave and rostered days off

Provision for long service leave

Provision for Make Good Liability:

Make good liability

Non-current
Employee Bene ts:

Provision for long service leave

Provision for Make Good Liability:

Make good liability

14. General Funds

Balance at beginning of nancial year

Net (de cit)/surplus

Net transfers from General Funds (note 15 & 16)

Balance at end of nancial year
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2018 2017
$ $
481,928 379,452
162,034 196,255
319,894 183,197
481,928 379,452

9,441,314 11,134,398
620,566 996,079
10,061,880 12,130,477

8,956,685 8,060,950
6,305,743 5,679,790
15,262,428 13,740,739

1,462,514 1,140,304
16,724,942 14,881,044

2,111,979 1,988,197

278,144 400,075
2,390,123 2,388,272

32,817,471 25,898,504

2,858,879 5,738,080
20,849 1,180,887

35,697,199 32,817,471
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15. Fundraising Reserve

2018 2017

$ $
Balance at beginning of nancial year 1,149,130 1,213,017
Transfer (from)/to general funds (20,849) (63,887)
Balance at end of nancial year 1,128,281 1,149,130

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 nancial year - 1,117,000
Transfer from general funds - (1,117,000)
Balance at end of nancial year - -

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.

Non-cancellable operating lease payments

Not longer than 1 year 668,830 1,135,814
Longer than 1 year and not longer than 5 years 585,598 321,119
Longer than 5 years 141,940 56,009

1,396,368 1,512,942
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18.

19.

20.
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Contingent Liabilities

Bank Guarantee 21 January 2014 to Central Coast

Regional Development Corporation

Bank Guarantee 30 April 2015 to Marrickville Council

Bank Guarantee 8 September 2016 to Clearview Holdings Pty Ltd
Bank Guarantee 8 September 2016 to R N & K M REIMIERS

Bank Guarantee 12 September 2016 to Abalon Properties Pty Ltd
Bank Guarantee 12 September 2016 to Kearley Investments Pty Ltd
Bank Guarantee 12 September 2016 to Clearview Holdings Pty Ltd
Bank Guarantee 16 May 2018 to Centennial Park and Moore Park Trust
Bank Guarantee 16 May 2018 to Hornsby Shire Council

Bank Guarantee 28 May 2018 to Hornsby Shire Council

Bank Guarantee 28 May 2018 to Hornsby Shire Council

Economic Dependency

2018
$
4,796 4,796
15,400 15,400
2,929 2,929
9,349 9,349
7,400 7,400
9,900 9,900
12,696 12,696
42,063 -
20,196 -
12,733 -
21,791 -
159,253 62,470

As disclosed at note 5, a signi cant source of revenue is government funding. This funding supports programs for

early childhood education and care.

Related Party Disclosures

a) Directors’ compensation

The Directors act in an honorary capacity and receive no compensation for their services (2017: 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

1,813,163

1,765,169

KU Executive salaries are independently benchmarked on an annual basis by a specialist remuneration consultancy

rm, against open market and not for pro t sector trends.
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21. Notes to the Statement of Cash Flows

@)

(b)

2018 2017
$ $

Reconciliation of (De cit)/Surplus for the period to
Net Cash Flows From Operating Activities
Surplus for the period 2,858,879 5,738,080
Depreciation and Amortisation of non-current assets 1,812,926 1,778,827
Interest received (856,886) (961,081)
Finance costs 23,110 24,540
Government capital funding (962,215) (62,957)
Finance Lease adjustments 14,352 (6,588)
Make good adjustments (200,279) (17,320)
Movements in working capital:
Decrease/(Increase) in trade receivables and other assets 1,245,682 (644,448)
(Decrease) in trade payables and other liabilities (4,487,284) (226,876)
Increase in provisions 1,845,749 1,455,093
Net cash generated from operating activities 1,294,034 7,077,270

Reconciliation of Cash and Cash Equivalents

For the purposes of the Statement of Cash Flows, cash and cash equivalents include cash at bank and on
hand. Cash and cash equivalents at the end of the nancial 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 54,665,881 35,256,075
54,665,881 35,256,075

The cash balance includes maturing term deposits with a term of 3 months or less. In the prior year term
deposits with a term of more than 3 months were disclosed in Note 22.

22. Term deposits

Term deposits - 22,000,000

- 22,000,000

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. Term Deposits for 2018 are shown as NIL due to them all
having a maturity period of less than 3 months from date of purchase until the 31st December 2018.
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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
re ects 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 2018

2018 2017
$ $

Raf es 19,636 23,942
Functions 155,533 192,029
Sale of Items 95,831 134,940
Interest 188 541
Donations 47,099 39,645
Gross Proceeds from Fundraising 318,287 391,097
Raf es (122) (370)
Functions (115,138) (129,776)
Sale of Items (42,848) (60,642)
Total Cost of Fundraising (158,108) (190,788)
Net Proceeds from Fundraising 160,179 200,309

(b) Accounting Principles and Methods adopted in Fundraising accounts
The fundraising nancial 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 2018

Opening balance 1,149,130 1,213,017
Net proceeds from fundraising 160,179 200,309
Centre Improvement and Equipment (180,118) (264,074)
Bank charges (910) (122)

Total Reserve 1,128,281 1,149,130
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2018 2017
$ $
(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 Items (e.g. chocolates, sun hats, sunscreen, etc) is
deemed to have involved a trader.

Gross income received from sale of items 95,831 134,940
Total expenditure incurred 42,848 60,642

(e) Forms of Fundraising Appeals Conducted in 2018

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

() Key Indicators for Fundraising Activities

Total Cost of Fundraising $158,108 (2017: $190,788) divided by Gross Income from Fundraising $318,287
(2017: $391,097) equals 50% (2017: 49%).

Net Surplus from Fundraising $160,179 (2017: $200,309) divided by Gross Income from Fundraising $318,287
(2017: $391,097) equals 50% (2017: 51%).

24. Additional Company Information

KU Children’s Services is a public company limited by guarantee, incorporated and operating in Australia.
Principal Registered Of ce and Principal Place of Business

129 York Street
Sydney NSW 2000
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25. Government Grant Funding

During the course of the calendar year speci ¢ Government Funding that required acquittal reporting included the
following Programs:
Funding $ Funding $
31-Dec-18 31-Dec-17

Program

Macarthur Starting Points — NSW Department of Education 92,643 185,711
Penrith Starting Points — NSW Department of Education 7,871 15,742
Early Learning Inclusion Program — NSW Department of Education 38,135 76,269
Marcia Burgess Autism and Speci ¢ Early Learning & Care Centre

— NSW Department of Education 41,022 82,043

30-Jun-18 30-Jun-17
KU Children’s Speech Therapy — NSW Department of Ageing,

Disability and Home Care 42,403 41,413

Inner West Play & Chat — NSW Department of Family & Community Services 355,540 341,459
Newcastle Supported Playgroups — NSW Department of Family & Community

Services 140,284 136,869
Macarthur Stepping Stones — NSW Department of Ageing,

Disability and Home Care 405,398 395,936

KU Starting Points Penrith — NSW Department of Ageing, Disability and Home Care - (188)
LDC Professional Development Program — NSW Department of Education - 1,501,333
Marcia Burgess Autism and Speci ¢ Early Learning & Care Centre — Australian

Government Department of Social Services 845,500 845,500
Inclusion Development Fund Manager — Australian Government Department of

Education and Training 3,193,637 2,900,826
Inclusion Agency — Australian Government Department of Education and Training 24,562,666 26,657,237
SWS Skills Development — NSW Department of Ageing, Disability and Home Care (165,824) 617,528
Supplementary Assistance — Department of the Prime Minister and Cabinet 132,765 141,929
Research Project — Australian Government Department of Social Services 98,802 130,434
Steps to Starting School — The Smith Family 118,550 100,980
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