Heart Research Institute Limited and its
controlled entities
Annual Report and Financial Statements
– For the year ended 31 December 2017
ABN 41 003 209 952

Heart Research Institute Limited and its controlled
entities
ABN 41 003 209 952

Annual Report

31 December 2017

HEART RESEARCH INSTITUTE LIMITED AND ITS CONTROLLED ENTITIES
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The directors present their report together with the financial statements of the Group comprising of Heart Research Institute Limited (the Company),
and its subsidiaries (the Group) for the financial year ended 31 December 2017 and the auditor’s report thereon.
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Directors
The directors of the Company at any time during or since the end of the financial year are:
Name, qualifications and Experience, special responsibilities and other directorships
independence status
L Kritharides
MBBS PhD FRACP
FCSANZ FAHA FESC
Chairman

Len Kritharides is Head of Department and Director of Cardiology at Concord Repatriation General Hospital
Sydney, Professor of Medicine at The University of Sydney, Head of the Atherosclerosis Research Laboratory
Group at the ANZAC Research Institute and Deputy Clinical Director of the Cardiovascular Stream of the Sydney
Local Health District. He completed his undergraduate degree at the University of Melbourne, his postgraduate
physician training in Cardiology at the Royal Melbourne Hospital and in 1994 he completed a PhD in macrophage
biology at the Heart Research Institute (HRI). After postdoctoral research at the HRI and in the USA, he took up an
appointment as Staff Specialist in Cardiology at Concord Hospital in 1998 and became Head of Department in
2003. He was awarded a NSW Government Community Services Award for his contribution to Concord
Repatriation General Hospital by the Premier Morris Iemma in 2006, the President’s Medal for contributions to the
Cardiac Society of Australia and New Zealand in 2013, and Distinguished Researcher Award by the Australian
Vascular Biology Society in 2014. He is currently Chair of the Cardiovascular Health and Advisory Committee of the
National Heart Foundation and Chairs the Specialist Training Committee in Cardiology of the Royal Australian
College of Physicians. He is President–elect of the Cardiac Society of Australia and New Zealand.
Len Kritharides was appointed as Chairman of the Board on 24 May 2017.

S L Hollings

Dr Stephen Hollings is CEO of the Heart Research Institute, after stepping down as Chairman and a Director of HRI
on May 24, 2017. He sits on the Board of the Heart Research Institute (UK), Relationships Australia (NSW) and
RASE Pty Limited. Currently he is also deputy Chair of the Global Access Partners’ National Standing Committee
on Energy and the Environment.
He is a senior executive and non-executive director with extensive experience in highly competitive, customerdriven industries and has successfully led businesses through periods of growth and development as well as
through times of unprecedented change created by economic turbulence, industry restructuring and disruptive
technology. He also consults to companies on strategy, digital opportunities and challenges, and marketing, with a
portfolio skewed to the health sector. In his various Chair, CEO and senior executive roles he has become known
for providing a strong focus on and a personal commitment to the development of emerging leaders, providing
organisations with a robust talent pipeline. He has played a key role as an executive coach and mentor for over 20
years.
Previously, Stephen was Director of Sales Strategy at NewsCorp Australia, Chairman of the Audited Media
Association of Australia and of CareerOne.com.au and a Director of the Community Newspaper Group. He has a
PhD in history from the University of Sydney, is a Foundation Fellow of the Institute of Company Directors and an
Honorary Life Fellow of the International Marketing Institute of Australia.

B.A.(Hons)
PhD FAICD
Former Chairman

J L Batistich
BBus MMgt GAICD

B R Brownjohn
Bcomm

John Batistich is an Advisor to a range of Technology Start-Ups, Non Executive Director of FoodCo and has more
than 25 years of experience in research, marketing, digital innovation and general management with blue chip
companies including Westfield, Wrigley, Pepsico and Kimberly Clark. John holds a Masters in Management degree
from Macquarie Graduate School of Management majoring in Human Resources, a Bachelor of Business degree
from the University of Western Sydney majoring in Marketing and a Certificate in Digital Marketing from the
Association for Data-driven Marketing and Advertising.

Barry Brownjohn is an experienced banking and finance executive whose skill sets include capital markets, risk
management, corporate advisory and business planning. Senior executive roles have included capital markets and
investment banking businesses in Asia, North America and in Australia serving as Managing Director of Bank of
America. Utilising his deep industry experience and understanding of the use of technology in financial services he
has served as an advisor to incumbent industry participants and new businesses seeking to bring innovative
business models and enabling technologies to the market. Non-executive Director roles have included for Citigroup
Pty Ltd, Dexus Property Group, Bakers Delight Holdings Pty Limited and The South Australian Financing Authority.
Barry has a Bachelor Degree in Accounting Finance and Systems from the University of New South Wales.
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Directors (continued)
Name, qualifications and
independence status

Experience, special responsibilities and other directorships

W Jessup

Wendy Jessup completed her tertiary scientific training at the Universities of Manchester and Sheffield in
the United Kingdom. She moved to Australia in 1989 to take up a position at the Heart Research Institute.
She was promoted to leader of the Cell Biology Group in 1994, later also becoming Deputy-Director until
shortly before her departure in 2002. Until the end of 2012 she was a Principal Research Fellow at the
National Health and Medical Research Council and a Professor and Principal Research Fellow in the
Faculty of Medicine at the University of New South Wales, where she co-led the Macrophage Biology
Group at the Centre for Vascular Research. She is now a Principal Research Fellow in the Atherosclerosis
Laboratory at the ANZAC Research Institute.

BSc PhD

S Jackson
MBBS PHD FRACP

Professor Shaun Jackson is an NHMRC Senior Principal Research Fellow and faculty member at the
prestigious Scripps Research Institute in La Jolla, San Diego. Shaun was a co-founder of the Australian
Centre for Blood Diseases in Melbourne and a founder of Kinacia, an Australian biotechnology company
developing novel diagnostic and therapeutic products aimed at preventing blood clotting. He is currently
the Head of Cardiovascular Research at the Heart Research Institute and Charles Perkins Centre, as well
as Research director of Atherothrombosis services within the Department of Cardiology at the Royal
Prince Alfred hospital. Professor Jackson’s research interests are focussed in the area of
atherothrombosis and cardiovascular disease. Shaun established his independent research laboratory in
the Monash Department of Medicine at Box Hill Hospital (1998-2003). In 2004 he moved to the Alfred
Medical Research and Education Precinct, where he co-founded and became Research Director of the
Australian Centre for Blood Diseases.
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Directors (continued)
Name, qualifications and
independence status

Experience, special responsibilities and other directorships

T Anderson

Dr Teresa Anderson is Chief Executive of the Sydney Local Health District with over 30 years’ experience
as a clinician and manager in the public health system. Her roles included General Manager, Liverpool
Hospital and Director, Clinical Operations, Former Sydney South West Area Health Service. A graduate of
this University with a Bachelor of Applied Science (Speech Pathology), Teresa then went on to complete a
PhD in Linguistics at Macquarie University on the Early Identification and Treatment of Communication
Disorders in Infancy. Dr Anderson is also currently Chair of the Sydney Research Council, a partnership
between the University of Sydney, Sydney Local Health District and the Medical Research Institutes.

B.App Science (Speech Pathology)
PHD

C Rogers
B Com, MBA, CFA, GAICD

S Simpson
AC FAA FRS

R Halstead
LLB (Syd) LLM (Lon)

Cath Rogers has held several global finance and technology focused roles including with a successful
software venture in London, Accenture strategy consulting in Sydney, ABN AMRO corporate finance in
Sydney, and Credit Suisse investment banking in Sydney, New York and Latin America. Cath has also
worked with the International Finance Corporation, part of the World Bank Group in Washington DC,
Masdar Capital, a sovereign wealth fund in Abu Dhabi, Anchorage Capital Partners in Sydney and AirTree
Ventures, a Sydney-based venture capital fund focused on digital and software investments. Cath is the cofounder of a technology venture called the Digital Receipt Exchange. Cath holds a Bachelor of Commerce
majoring in Finance from the University of New South Wales and Master of Business Administration from
INSEAD in France. She is a Chartered Financial Analyst and a Graduate of the Australian Institute of
Company Directors.

Stephen Simpson is Academic Director of the Charles Perkins Centre, a University of Sydney cross-faculty
initiative aimed at researching and implementing cross-disciplinary approaches to alleviating the burden of
obesity, diabetes, cardiovascular disease and related conditions, and is also the Executive Director of
Obesity Australia. After completing his undergraduate degree at the University of Queensland, he
undertook his PhD at the University of London. Stephen spent 22 years at the University of Oxford, first in
Experimental Psychology, then in the Department of Zoology and the Oxford University Museum of Natural
History, before returning to Australia in 2005 as an Australian Research Council Federation Fellow, then
ARC Laureate Fellow. In 2007 Stephen was elected a Fellow of the Australian Academy of Science, in
2013 was elected a Fellow of the Royal Society of London as “one of the world’s foremost entomologists
and nutritional biologists”, and in 2015 was made a Companion of the Order of Australia “for eminent
service to biological and biomedical science.”

On joining the Board Rod Halstead ceased to hold the position as Honorary Solicitor. Rod is presently
Director - Strategic Corp/M&A at the law firm Clayton Utz. Prior to holding that position he had many
years' experience as a Partner at Clayton Utz and prior to that the law firm then known as Mallesons
Stephen Jaques. He has considerable Board experience and regularly advises Boards and senior
management of major Australian corporates and financial institutions with respect to business and
governance related matters.
Rod Halstead was appointed as a Governor of the Board on 24 May 2017.

Unless otherwise stated, the directors held office for the entire period.
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Company secretary
Carl Middlehurst resigned from the role of Company Secretary. Steve Patterson was subsequently appointed Company Secretary on 29 November
2017.

3

Directors' meetings
The number of directors’ meetings (including meetings of committees of directors) and number of meetings attended by each of the directors of the
Company during the financial year are:
Director

Board Meetings
A

B

L Kritharides

6

6

S L Hollings (resigned 24 May 2017)

3

3

T Anderson

6

6

J L Batistich

6

6

B R Brownjohn

6

5

R Halstead (appointed 24 May 2017)

4

4

S Jackson

6

6

W Jessup

6

5

C Rogers

6

5

S Simpson

6

6

A – Number of meetings held during the time the director held office during the year
B – Number of meetings attended
4

Principal activities
The principal activities of the Group during the course of the financial year were medical research and fundraising to support this research.
Long and short term objectives of the Heart Research Institute
Long term:
The Heart Research Institute’s mission is to prevent death and suffering from heart disease through an understanding of the biological processes that
cause atherosclerosis and thrombosis, the major underlying causes of most heart attacks and strokes.

The Heart Research Institute has four core objectives:
• To investigate mechanisms contributing to the pathogenesis of cardiovascular disease
• To develop new ways to detect symptoms of cardiovascular disease before it leads to clinical problems
• To develop new treatments which can reverse the development of heart disease
• To prevent individuals developing cardiovascular disease in the future
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Principal activities (continued)
Short term:
The major short-term focus of our research is understanding the development and progression of atherothrombotic conditions in which the arteries
are narrowed and restricted due to a build-up of fatty deposits. This is being achieved via scientific and clinical research work carried out by the
scientific groups that make up the HRI. These include the Applied Materials Group, the Cardiac Imaging Group, the Cardiometabolic Disease Group,
the Cardiovascular Medical Devices Group, the Cell Therapeutics Group, the Clinical Research Group, the Heart Rhythm and Stroke Prevention
Group, the High Blood Pressure Group, the Inflammation Group, the Thrombosis Group, the Translational Research Group, the Vascular
Complications Group and the Vascular Immunology Group.
The directors consider the Group's key performance indicators to be the following:
• Number of scientific papers published in peer reviewed journals
• Number of citations by external world-wide researchers to work published by HRI researchers
• Number of competitive research grants obtained and their value
• Number of scientific projects undertaken
• Number of presentations of scientific data made at major international and national conferences
• Net funds generated by fundraising activities applied to HRI objectives
• Number of Honours, PhD and post-doctoral students trained and / or mentored
There were no other significant changes in the nature of the activities of the Group during the year.

5

Operating and financial review
Overview of the Group
The loss after tax of the Group for the year ended 31 December 2017 was $1,284,196 (2016 profit: $4,350,480).

6

Environmental regulation
The Group's operation is not subject to any significant environmental regulations under either Commonwealth or State legislation. However, the Board
believes that the Group has adequate systems in place for the management of its environmental requirements and is not aware of any breach of
those environmental requirements as they apply to the Group during the period covered by this report.

7

Membership
The Company is a company limited by guarantee and without share capital. In the event of the winding up of the Company, the liability of the
members is limited by personal guarantees to the extent of $100 each towards meeting any outstanding obligations of the Company.
The number of members as at 31 December 2017 was 67 (2016: 67). The total amount that members of the Company are liable to contribute if the
Company is wound up is $6,700 (2016: $6,700).

8

Events subsequent to reporting date
There has not arisen in the interval between the end of the financial year and the date of this report any item, transaction or event of a material and
unusual nature likely, in the opinion of the directors of the Company, to affect significantly the operations of the Group, the results of those operations,
or the state of affairs of the Group, in future financial years.

9

Likely developments
Information about likely developments in the operations of the Group and the expected results of those operations in future financial years has not
been included in this report because disclosure of the information would be likely to result in unreasonable prejudice to the Group.
6

Auditor’s Independence Declaration under subdivision 60-C
section 60-40 of Australian Charities and Not-for-profits
Commission Act 2012
To: the directors of Heart Research Institute Limited
I declare that, to the best of my knowledge and belief, in relation to the audit for the financial year
ended 31 December 2017 there have been:
i.

no contraventions of the auditor independence requirements as set out in the Australian
Charities and Not-for-profits Commission Act 2012 in relation to the audit; and

ii.

no contraventions of any applicable code of professional conduct in relation to the audit.

KPMG

Sarah Cain
Partner
Sydney
26 April 2018

KPMG, an Australian partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity.

Liability limited by a scheme approved under
Professional Standards Legislation.
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HEART RESEARCH INSTITUTE LIMITED AND ITS CONTROLLED ENTITIES
Consolidated statement of profit or loss and other comprehensive income
For the year ended 31 December 2017
In AUD

Note

2017

2016

Revenue

4

25,780,359

30,601,925

Other income

5

169,787

191,818

11

(2,187,357)

(2,136,710)

6

(9,773,338)

(9,633,803)

(11,792,997)

(10,233,761)

Computer expenses

(265,352)

(193,439)

Marketing and communications

(294,965)

(162,252)

Facilities expense

(952,317)

(701,680)

Other expenses

(481,412)

(734,187)

Research costs

(2,542,277)

(2,821,156)

Results from operating activities

(2,339,869)

4,176,755

Depreciation expense
Personnel expenses
Fundraising costs

Finance Income

1,107,097

Finance costs
Net finance income

(51,424)
7

(Loss)/profit before income tax

Tax expense

204,362
(30,636)

1,055,673

173,726

(1,284,196)

3(f)

(Loss)/profit for the period

4,350,480

-

-

(1,284,196)

4,350,480

Other comprehensive income
Foreign currency translation differences - foreign operations
Net change in fair value of available-for-sale financial assets
Other comprehensive income for the year, net of tax

Total comprehensive (loss)/income for the year

10, 15

53,500

(39,365)

249,265

395,298

302,765

355,933

(981,431)

4,706,413

The notes on pages 13 to 32 are an integral part of these consolidated financial statements.
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HEART RESEARCH INSTITUTE LIMITED AND ITS CONTROLLED ENTITIES
Consolidated statement of financial position
As at 31 December 2017
In AUD

Note

2017

2016

Assets
Cash and cash equivalents

8

6,349,444

6,346,516

Trade and other receivables

9

1,073,088

1,351,157

Other investments, including derivatives

10

6,143,738

6,042,241

62,539

69,126

103,074

211,250

13,731,883

14,020,290

Inventories
Prepayments
Total current assets
Other investments, including derivatives

10

13,671,283

12,520,576

Property, plant and equipment

11

17,680,148

19,168,165

Total non-current assets

31,351,431

31,688,741

Total assets

45,083,314

45,709,031

Liabilities
Trade and other payables

12

2,271,830

2,021,373

Employee benefits

13

673,865

515,788

Deferred income

14

1,480,783

1,598,280

4,426,478

4,135,441

175,043

110,366

175,043

110,366

4,601,521

4,245,807

40,481,793

41,463,224

3,664,686

3,361,921

Retained earnings

36,817,107

38,101,303

Total funds

40,481,793

41,463,224

Total current liabilities
Employee benefits

13

Total non-current liabilities
Total liabilities
Net assets
Funds
Reserves

15

The notes on pages 13 to 32 are an integral part of these consolidated financial statements.
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HEART RESEARCH INSTITUTE LIMITED AND ITS CONTROLLED ENTITIES
Consolidated statement of changes in funds

For the year ended 31 December 2017

In AUD

Balance at 1 January 2016

Reserves
(note 15)

Retained earnings

Total equity

3,005,988

33,750,823

36,756,811

-

4,350,480

4,350,480

Total comprehensive income for the year
Profit for the year

Other comprehensive income
Foreign currency translation differences for foreign
operations *
Net change in fair value of available-for-sale financial
assets

(39,365)

-

(39,365)

296,314

-

296,314

Net change in fair value of available for sale assets in
the Salteri Research Endowment Fund

98,984

-

98,984

355,933

4,350,480

4,706,413

Balance at 31 December 2016

3,361,921

38,101,303

41,463,224

Balance at 1 January 2017

3,361,921

38,101,303

41,463,224

(1,284,196)

(1,284,196)

Total comprehensive income for the year

Total comprehensive income for the year
Loss for the year

-

Other comprehensive income
Foreign currency translation differences for foreign
operations*

53,500

53,500

Net change in fair value of available-for-sale financial
assets

7,528

-

7,528

Net change in fair value of available for sale assets in
the Salteri Research Endowment Fund

241,737

-

241,737

Total comprehensive income/(loss) for the year

302,765

Balance at 31 December 2017

3,664,686

(1,284,196)
36,817,107

(981,431)
40,481,793

*Refer to note 15.
The notes on pages 13 to 32 are an integral part of these consolidated financial statements.
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HEART RESEARCH INSTITUTE LIMITED AND ITS CONTROLLED ENTITIES
Consolidated statement of cash flows
For the year ended 31 December 2017

2017

2016

21,352,803

24,402,288

(26,468,725)

(23,243,504)

5,829,590

5,444,770

Cash generated from operating activities

713,668

6,603,554

Interest received

251,949

204,361

Interest paid

(51,424)

Net cash from operating activities

914,193

6,804,966

7,778

-

In AUD

Note

Cash flows from operating activities
Cash receipts from fundraising
Cash paid to suppliers and employees
Cash receipts from government and other grants

(2,949)

Cash flows from investing activities
Acquisition of other investments
Acquisition of property, plant and equipment

(817,546)

(1,706,981)

Transfers to investments

(101,497)

(6,042,241)

Net cash used in investing activities

(911,265)

(7,749,222)

11

Net increase in cash and cash equivalents

2,928

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

8

(944,256)

6,346,516

7,290,772

6,349,444

6,346,516

The notes on pages 13 to 32 are an integral part of these consolidated financial statements.

12

HEART RESEARCH INSTITUTE LIMITED AND ITS CONTROLLED ENTITIES
Notes to the consolidated financial statements

For the year ended 31 December 2017
1

Reporting entity
Heart Research Institute Limited (the Company) is a company limited by guarantee, incorporated and domiciled in Australia. The
address of the Company's registered office is 7 Eliza Street, Newtown, NSW 2042, Australia. The consolidated financial
statements of the Company as at and for the year ended 31 December 2017 comprise the Company and its subsidiaries (together
referred to as the Group and individually as Group entities). Heart Research Institute Limited is itself the ultimate Australian parent
entity.
The Group is a not-for-profit entity and is primarily involved in medical research and fundraising.

2

Basis of preparation

(a)

Statement of compliance and differential reporting framework
In the opinion of the directors, the Group is not publicly accountable. The financial statements are Tier 2 general purpose financial
statements which have been prepared in accordance with Australian Accounting Standards – Reduced Disclosure Requirements
adopted by the Australian Accounting Standards Board and the Australian Charities and Not-for-profits Commission Act 2012.
These financial statements comply with Australian Accounting Standards – Reduced Disclosure Requirements.
The consolidated financial statements were authorised for issue by the Board of Directors on the 26th April 2018.

(b)

Basis of measurement
The consolidated financial statements have been prepared on the historical cost basis, except for available-for-sale financial
assets that have been measured at fair value.

(c)

Functional and presentation currencies
These consolidated financial statements are presented in Australian dollars, which is the Company’s functional currency.

(d)

Use of estimates and judgements
The preparation of the consolidated financial statements requires management to make judgements, estimates and assumptions
that affect the reported amounts of revenue, expenses, assets, liabilities, and the accompanying disclosures, and the disclosures
of contingent liabilities. Uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of assets and liabilities affected in future periods.
Judgements
In the process of applying the Group's accounting policies, management has made the following judgements, which have the most
significant effect on the amounts recognised in the consolidated financial statements:
Classification of and valuation of investments
The Group has decided to classify investments in listed securities as "available-for-sale" assets and movements in fair value are
recognised directly in equity. The fair value of listed shares has been determined by reference to published price quotations in an
active market.
Impairment of non-financial assets other than goodwill and indefinite life intangibles
The Group assesses impairment of all assets at each reporting date by evaluating conditions specific to the Group and to the
particular asset that may lead to impairment. Where an impairment trigger exists, the recoverable amount of the asset is
determined.
Estimates and assumptions
The estimation of useful lives of assets has been based on historical experience. In addition, the condition of the assets is
assessed and considered against the remaining useful life. Adjustments to useful lives are made when considered necessary.
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For the year ended 31 December 2017
3

Summary of significant accounting policies

(a)

Changes in accounting policies
(i)

Changes in accounting policy, new and amended standards and interpretations

The accounting policies adopted are consistent with these of the previous financial year. There has been no material change of accounting policies to the financial statements due to
changes in the accounting standards. Certain comparative amounts have been reclassified to conform with the current year’s presentation.
(ii)

Accounting Standards and Interpretations issued but not yet effective

Australian Accounting Standards and Interpretations that have recently been issued or amended but are not yet adopted by the Group for the annual reporting period ended 31
December 2017 are outlined in the table below:
Application date of
Application date for
Nature of change
Reference
Title
Impact on Group financial report
standard
Group
AASB 9
Financial Instruments The new standard includes revised guidance on the
Available-for-sale investments will
1 Jan 2018
1 Jan 2019
classification and measurement of financial assets,
be classified at fair value through
including a new basis for raising impairment provisions for
other comprehensive income
receivables.
(OCI), and all changes in value will
be taken to OCI since they will no
longer be subject to impairment
testing.
The Group has not yet fully
quantified the impact of this
standard, although it is not
expected to be material.
AASB 15

Revenue from
Contracts with
Customers

The standard contains a single model that applies to
contracts with customers and two approaches to
recognising revenue: at a point in time or over time. The
model features a contract-based five-step analysis of
transactions to determine whether, how much and when
revenue is recognised. The application of this standard to
NFPs has been deferred by the AASB, to align with the
application of AASB 1058 Income of Not-for-Profit Entities.

1 Jan 2019

The Group has not yet fully
assessed the NFP guidance on
AASB 15 to determine the impact
of the changes in its revenue
recognition policy. However, it is
not expected to be material.

1 Jan 2019
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3

Summary of significant accounting policies (continued)

(a)

Changes in accounting policies (continued)
Reference
AASB 1058

AASB 16

Application date of
standard
Income of Not-for-Profit This Standard is applicable to transactions that do not arise
1 Jan 2018
Entities
from enforceable contracts with customers involving
performance obligations.
Title

Leases

Nature of change

Lessee: Operating leases currently held by the company
will need to be brought onto the statement of financial
position, and the associated assets and liabilities will be
recorded.
Lessor: AASB 16 substantially carries forward the lessor
accounting requirements in AAB 117. Accordingly, a lessor
continues to classify its leases as operating leases or
finance leases, and to account for those two types of leases
differently.

1 Jan 2019

Impact on Group financial report
The Group has not yet fully
quantified the impact of this
standard, although it is not
expected to be material.

The Group has not yet fully
quantified the impact of this
standard, although it is not
expected to be material.

Application date for
Group
1 Jan 2019

1 Jan 2020

15

HEART RESEARCH INSTITUTE LIMITED AND ITS CONTROLLED ENTITIES
Notes to the consolidated financial statements (continued)
For the year ended 31 December 2017

3

Significant accounting policies (continued)

(b)

Basis of consolidation
The consolidated financial statements comprise the financial statements of Heart Research Institute Limited and its subsidiaries as at 31
December 2017. Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the investee
and has the ability to affect those returns through its power over the investee. Specifically, the Group controls an investee if, and only if, the
Group has:
*

Power over the investee (i.e. existing right that give it the current ability to direct the relevant activities of the investee);

*

Exposure, or rights, to variable returns from its involvement with the investee; and

*

The ability to use its power over the investee to affect its returns.

Generally, there is a presumption that a majority of voting rights results in control. To support this presumption, and when the
Group has less than a majority of the voting or similar rights of an investee, the Group considers all relevant facts and
circumstances in assessing whether it has power over an investee, including:
*

The contractual arrangement with the other vote holders of the investee;

*

Rights arising from other contractual arrangements; and

*

The Group's voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes to one or more of
the three elements of control. Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases when
the Group loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during the year
are included in the consolidated income statement and statement of comprehensive income from the date the Group gains control until the
date the Group ceases to control the subsidiary.
Surplus or deficit and each component of other comprehensive income are attributed to the equity holders of the parent of the Group and
to the non-controlling interests, even if this results in the non-controlling interests having a deficit balance. When necessary, adjustments
are made to the financial statements of subsidiaries to bring their accounting policies into line with the Group's accounting policies. All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions between members of the Group are
eliminated in full on consolidation.
A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.
If the Group loses control over a subsidiary, it de-recognises the related assets (including goodwill), liabilities, non-controlling
interest and other components of equity while any resultant gain or loss is recognised in the income statement. Any investment
retained is recognised at fair value.
Foreign operations
The assets and liabilities of foreign operations are translated to the functional currency at exchange rates at the reporting date. The income
and expenses of foreign operations, are translated to Australian dollars at average exchange rates for the year.
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3

Significant accounting policies (continued)

(b)

Basis of consolidation (continued)
Subsidiaries
Subsidiaries are entities controlled by the Group. Control is when the Group has power over an investee, exposure or rights to variable
returns from its involvement with the investee and ability to use its power to affect those returns. Investments in subsidiaries are measured
at cost less any impairment losses.
The accounting policies of subsidiaries have been changed when necessary to align them with the policies adopted by the Group. Losses
applicable to the non-controlling interests in a subsidiary are allocated to the non-controlling interests even if doing so causes the noncontrolling interests to have a deficit balance.
Transactions eliminated on consolidation
Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group transactions, are eliminated in
preparing the consolidated financial statements. Unrealised gains arising from transactions with equity accounted investees are eliminated
against the investment to the extent of the Group’s interest in the investee. Unrealised losses are eliminated in the same way as unrealised
gains, but only to the extent that there is no evidence of impairment.

(c)

Current versus non-current classification
The Group presents assets and liabilities in the statement of financial position based on current and non-current classification. An asset is
current when it is:
*

Expected to be realised or intended to be sold or consumed in the Group's normal operating cycle

*

Held primarily for the purpose of trading

*

Expected to be realised within twelve months after the reporting period, or

*

Cash or a cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve months after the

reporting period.
The Group classifies all other assets as non-current.
A liability is current when:
*

It is expected to be settled in the Group's normal operating cycle

*

It is held primarily for the purpose of trading

*

It is due to be settled within twelve months after the reporting period, or

*

There is no unconditional right to defer the settlement of the liability for at least twelve months after the reporting period.

The Group classifies all other liabilities as non-current.
(d)

Foreign currency translation

(i)

Foreign currency transactions and balances
Transactions in foreign currencies are translated to the functional currencies of Group entities at average exchange rates. Monetary assets
and liabilities denominated in foreign currencies at the reporting date are retranslated to the functional currency at the exchange rate at that
date. The foreign currency gain or loss on monetary items is the difference between amortised cost in the functional currency at the
beginning of the period, adjusted for effective interest and payments during the period, and the amortised cost in foreign currency
translated at the exchange rate at the end of the year.
Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated to the functional
currency at the exchange rate at the date that the fair value was determined. Non-monetary items in a foreign currency that are measured
in terms of historical cost are translated using the exchange rate at the date of the transaction. Foreign currency differences arising on
retranslation are recognised in profit or loss.
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Significant accounting policies (continued)

(d)

Foreign currency translation (continued)
Foreign currency translation differences are recognised in other comprehensive income, and presented in the foreign currency translation
reserve (translation reserve) in equity. When a foreign operation is disposed of such that control, significant influence or joint control is lost,
the cumulative amount in the translation reserve related to that foreign operation is reclassified to profit or loss as part of the gain or loss
on disposal.

(e)

Revenue recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can be
reliably measured, regardless of when the payment is received. Revenue is measured at the fair value of the consideration received or
receivable, taking into account contractually defined terms of payment and excluding taxes or duty. The specific recognition criteria
described below must also be met before revenue is recognised.
Grant income
The Group receives research grants from government and other funding bodies which are recorded as revenue depending on the terms
and conditions of the grant:
(i)

Non-Reciprocal Transfers

Non-reciprocal grants are recognised at their fair value when there is reasonable assurance that the grant will be received or receivable as
the Group obtains control of the contribution or the right to receive the contribution is established. Such grants are treated as nonreciprocal transfers in accordance with AASB 1004 Contributions.
(ii)

Reciprocal Transfers

Research grants which have performance or return obligations and conditions are recognised when the funds have been appropriately
spent for the purposes specified in the grant award. The Group regards the receipt of such funds as reciprocal in nature under AASB 118
Revenue which requires revenue to be recognised in the reporting periods in which the services are rendered. A liability is recognised in
the statement of financial position in respect of grant revenue which is unearned at the balance date.
Sale of goods
Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods have passed to
the buyer. usually on delivery of the goods.
Fundraising and bequests
Revenue derived from fundraising efforts and bequests is recognised as the entity obtains control of the assets that have been donated.

Costs paid or payable to the fundraising contractor for the acquisition of the new donors under the campaign are expensed on receipt of
the first pledge from the donor rather than being amortised over a specified period. Clawback provisions are available should these donors
withdraw from the campaign.
Dividend income
Revenue is recognised from dividends when the Group's right to receive the payment is established, which is generally when the dividend
is received.
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Significant accounting policies (continued)

(f)

Income tax
The income of the Institute and its subsidiaries are exempt from Income tax pursuant to the provisions of subdivision 50-B of the Income
Tax Assessment Act 1997 and receive GST concessions under division 176 of A New Tax System Act 1999 and FBT exemptions under
section 123D of the Fringe Benefits Tax Assessment Act 1986. The Institute is also exempt from other government levies such as payroll
tax.

(g)

Goods and Services tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST except:
*

When the GST incurred on a purchase of goods or services is not recoverable from the taxation authority, in which case the GST is
recognised as part of the cost of acquisition of the asset or as part of the expense item, as application , and

*

When receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the
statement of financial position. Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to,
the taxation authority.
Cash flows are included in the statement of cash flows on a gross basis and 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 part of operating
cash flows.
(h)

Property, plant and equipment

(i)

Recognition and measurement
Land and buildings are measured at cost less accumulated depreciation on buildings and accumulated impairment losses.
All other items of property, plant and equipment are measured at cost less accumulated depreciation and accumulated impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed assets includes the cost of
materials and direct labour, any other costs directly attributable to bringing the assets to a working condition for their intended use, the
costs of dismantling and removing the items and restoring the site on which they are located, and capitalised borrowing costs. Cost also
may include transfers from equity of any gain or loss on qualifying cash flow hedges of foreign currency purchases of property, plant and
equipment. Purchased software that is integral to the functionality of the related equipment is capitalised as part of that equipment.
When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items (major
components) of property, plant and equipment.
The gain or loss on disposal of an item of property, plant and equipment is determined by comparing the proceeds from disposal with the
carrying amount of the property, plant and equipment, and is recognised net within other income/other expenses in profit or loss. When
revalued assets are sold, any related amount included in the revaluation reserve is transferred to retained earnings.
(ii)

Subsequent costs
The cost of replacing a component of an item of property, plant and equipment is recognised in the carrying amount of the item if it is
probable that the future economic benefits embodied within the component will flow to the Group, and its cost can be measured reliably.
The carrying amount of the replaced part is derecognised. The costs of the day-to-day servicing of property, plant and equipment are
recognised in profit or loss as incurred.
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Significant accounting policies (continued)

(h)

Property, plant and equipment (continued)

(iii)

Depreciation
Depreciation is based on the cost of an asset less its residual value. Significant components of individual assets are assessed and if a
component has a useful life that is different from the remainder of that asset, that component is depreciated separately.
Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each component of an item of property,
plant and equipment. Leased assets are depreciated over the shorter of the lease term and their useful lives unless it is reasonably certain
that the Group will obtain ownership by the end of the lease term. Land is not depreciated.
The estimated useful lives for the current and comparative years are as follows:
•

buildings

•

furniture and fittings

3 to 7 years

20 years

•

motor vehicles

3 to 4 years

•

research equipment

3 to 4 years

•

computer software

3 to 4 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date and adjusted if appropriate.

(i)

Leased assets
The determination of whether an arrangement is, or contains, a lease is based on the substance of the arrangement at the inception date
of the lease. The arrangement is, or contains, a lease if fulfilment of the arrangement is dependent on the use of a specific asset or assets
and the arrangement conveys a right to use the asset or assets, even if that right is not explicitly specified in an arrangement.
A lease is classified at the inception date as a finance lease or an operating lease. A lease that transfers substantially all the risks and
rewards incidental to ownership to the Group is classified as a finance lease. An operating lease is a lease other than a finance lease.
Finance leases that transfer substantially all the risks and benefits incidental to ownership of the leased item to the Group are capitalised
at the commencement of the lease at the inception date fair value of the leased asset or, if lower, at the present value of the minimum
lease payments. Lease payments are apportioned between finance charges and reduction of the lease liability so as to achieve a constant
rate of Interest on the remaining balance of the liability. Finance charges are recognised as an expense in the income statement A leased
asset is depreciated over the useful life of the asset however, if there is no reasonable certainty that the Group will obtain ownership by the
end of the lease term, the asset is depreciated over the shorter of the estimated useful life of the asset and the lease term.
Operating lease payments are recognised as an expense in the Income statement on a straight line basis over the lease term.

(j)

Inventories
Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based on the first-in first-out principle, and
includes expenditure incurred in acquiring all direct materials.
Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of completion and selling
expenses.

20

HEART RESEARCH INSTITUTE LIMITED AND ITS CONTROLLED ENTITIES
Notes to the consolidated financial statements (continued)
For the year ended 31 December 2017

3

Significant accounting policies (continued)

(k)

Financial instruments
(i)

Financial assets

Initial recognition and measurement
Financial assets are classified, at initial recognition, as financial assets at fair value through profit or loss, loans and receivables, held-tomaturity investments, or available-for-sale financial assets, as appropriate. All financial assets are recognised initially at fair value plus, in
the case of financial assets not subsequently measured at the fair value through the income statement, transaction costs that are
attributable to the acquisition of the financial asset.
Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or convention in the
market place (regular way trades) are recognised on the trade date, i.e., the date the Group commits to purchase or sell the asset.
The Group's financial assets include cash and short-term deposits, trade and other receivables, loans and other receivables and
quoted and unquoted financial instruments.
Subsequent measurement
For the purpose of subsequent measurement, financial assets are classified in four categories:
*

Financial assets at fair value through profit or loss

*

Loans and receivables

*

Held-to-maturity investments

*

Available-for-sale financial assets

Financial assets at fair value through profit or loss
Financial assets at fair value through the income statement include financial assets held for trading and financial assets designated upon
initial recognition at fair value through the income statement. Financial assets are classified as held for trading if they are acquired for the
purpose of selling or repurchasing in the near term.
Financial assets at fair value through profit or loss are carried in the statement of financial position at fair value with net changes in fair
value recognised in the income statement.
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.
After initial measurement, such financial assets are subsequently measured at amortised cost using the effective interest
rate (EIR) method, less impairment. Amortised cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the EIR. The EIR amortisation is included in finance income in the statement of profit or loss. The
losses arising from impairment are recognised in the income statement in finance costs for loans and in other operating expenses for
receivables.
Held-to-maturity investments
Non-derivative financial assets with fixed or determinable payments and fixed maturities are classified as held-to-maturity when the Group
has the positive intention and ability to hold them to maturity. After initial measurement, held-to-maturity investments are measured at
amortised cost using the EIR, less impairment. The losses arising from impairment are recognised in the income statement as an
impairment expense. The Group did not have any held-to-maturity investments during the year ended 31 December 2017 and 2016.
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(k)

Financial instruments
(i)

Financial assets (continued)

Available-for-sale financial assets
Available-for-sale financial assets include equity investments and debt securities. Equity investments classified as available-for sale are
those that are neither classified as held for trading nor designated at fair value through the income statement. Debt securities in this
category are those that are intended to be held for an indefinite period of time and that may be sold in response to needs for liquidity or in
response to changes in the market conditions.
After initial measurement, available-for-sale financial assets are subsequently measured at fair value with unrealised gains or losses
recognised as other comprehensive income in the reserve until the investment is de-recognised, at which time, the cumulative gain or loss
is recognised in investment income in the income statement, or the investment is determined to be impaired when the cumulative loss is
reclassified from the available-for-sale reserve to the income statement as impairment of assets. Interest earned and dividends received
whilst holding available-for-sale financial assets are reported as investment income.
The Group evaluates whether the ability and intention to sell its available-for-sale financial assets in the near term is still appropriate.
When, in rare circumstances, the Group is unable to trade these financial assets due to inactive markets, the Group may elect to reclassify
these financial assets if management has the ability and intention to hold the assets for the foreseeable future or until maturity.
For a financial asset reclassified from the available-for-sate category, the fair value carrying amount at the date of reclassification becomes
its new amortised cost and any previous gain or loss on the asset that has been recognised in equity is amortised to the income statement
over the remaining life of the investment using the EIR. Any difference between the new amortised cost and the maturity amount is also
amortised over the remaining life of the asset using EIR. If the asset is subsequently determined to be impaired, then the amount recorded
in equity is reclassified to the income statement.
De-recognition
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is de-recognised
when the rights to receive cash flows from the asset have expired.
Impairment of financial assets
The Group assesses, at each reporting date, whether there is objective evidence that a financial asset or a group of financial assets is
impaired. An impairment exists if one or more events that has occurred since the initial recognition of the asset (an Incurred "loss event")
has an impact on the estimated future cash flows of the financial asset or the group of financial assets that can be reliably estimated.
Evidence of impairment may include indications that the debtor or a group of debtors is experiencing significant financial difficulty, default
or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other financial reorganisation and
observable data indicating that there is a measurable decrease in the estimated future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.
Financial assets carried at amortised cost
For financial assets carried at amortised cost, the Group first assesses whether impairment exists individually for financial assets that are
individually significant, or collectively for financial assets that are not individually significant. If the Group determines that no objective
evidence of impairment exists for an individually assessed financial asset, whether significant or not, it includes the asset in a group of
financial assets with similar credit risk characteristics and collectively assesses them for impairment. Assets that are individually assessed
for Impairment and for which an impairment loss is, or continues to be, recognised are not included in a collective assessment of
impairment.
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(k)

Financial instruments (continued)
(i)

Financial assets (continued)

The amount of any Impairment loss identified is measured as the difference between the asset's carrying amount and the present
value of estimated future cash flows (excluding future expected credit losses that have not yet been incurred). The present value
of the estimated future cash flows is discounted at the financial asset's original effective interest rate.
Available-for-sale financial investments
For available-for-sale financial assets, the Group assesses at each reporting date whether there is objective evidence that an investment or
a group of Investments is impaired.
In the case of equity investments classified as available-for-sale, objective evidence would include a significant or prolonged decline in the
fair value of the investment below its cost. "Significant" is evaluated against the original cost of the investment and "prolonged" against the
period in which the fair value has been below its original cost. When there is evidence of impairment, the cumulative loss - measured as
the difference between the acquisition cost and the current fair value, less any impairment loss on that investment previously recognised in
the income statement - is removed from other comprehensive income and recognised in the income statement. Impairment losses on
equity investments are not reversed through the income statement; increases in their fair value after impairment are recognised directly in
other comprehensive income.
In the case of debt instruments classified as available-for-sale, impairment is assessed based on the same criteria as financial assets
carried at amortised cost. However, the amount recorded for impairment is the cumulative loss measured as the difference between the
amortised cost and the current fair value, less any impairment loss on that investment previously recognised in the income statement.
(ii)

Financial liabilities

Initial recognition and measurement
Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through the income statement, loans and
borrowings or payables, as appropriate. All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings
and payables, net of directly attributable transaction costs. The Group's financial liabilities are trade and other payables.
Subsequent measurement
The measurement of financial liabilities depends on their classification, as described below:
Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through the income statement include financial liabilities held for trading and financial liabilities designated
upon initial recognition as at fair value through the income statement. The Group did not have any financial liabilities held for trading during
the years ended 31 December 2017 and 2016.
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(k)

Financial instruments (continued)
(ii)

Financial liabilities (continued)

De-recognition
A financial liability is de-recognised when the obligation under the liability is discharged or cancelled or expires. When an existing financial
liability Is replaced by another from the same lender on substantially different terms, or the terms of an existing liability are substantially
modified. such an exchange or modification is treated as the de-recognition of the original liability and the recognition of a new liability. The
difference in the respective carrying amounts is recognised in the income statement.
(l)

Impairment of non-financial assets
The Group assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any indication exists, or when
annual impairment testing for an asset is required, the Group estimates the asset's recoverable amount. An asset's recoverable amount is
the higher of an asset's or cash-generating unit's (CGU) fair value less costs of disposal and its value in use. Recoverable amount is
determined for an individual asset, unless the asset does not generate cash inflows that are largely independent of those from other assets
or groups of assets. When the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and
is written down to its recoverable amount.
In assessing value in use, the estimated future cash flows are discounted to their present value using a discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset. In determining fair value less costs of disposal, recent
market transactions are taken into account. If no such transactions can be identified. an appropriate valuation model is used. These
calculations are corroborated by valuation multiples, quoted share prices for publicly traded companies or other available fair value
indicators.

(m)

Cash and short term deposits
Cash and short term deposits in the statement of financial position comprise cash at bank and on hand and short term deposits
with a maturity of three months or less, which are subject to an insignificant risk of changes in value.
For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of cash and short term deposits, as
defined above, net of outstanding bank overdrafts as they are considered an integral part of the Group's cash management.
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(n)

Employee benefits

(i)

Defined contribution plans
A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions into a separate entity and will
have no legal or constructive obligation to pay further amounts. Obligations for contributions to defined contribution pension plans are
recognised as an employee benefit expense in profit or loss in the periods during which services are rendered by employees.

(ii)

Other long-term employee benefits
The Group’s net obligation in respect of long-term employee benefits other than defined benefit plans is the amount of future benefit that
employees have earned in return for their service in the current and prior periods; that benefit is discounted to determine its present value,
and the fair value of any related assets is deducted. The discount rate is the yield at the reporting date on AA credit-rated or government
bonds that have maturity dates approximating the terms of the Group’s obligations and that are denominated in the same currency in which
the benefits are expected to be paid. Any actuarial gains or losses are recognised in profit or loss in the period in which they arise.

(iii)

Short-term employee benefits
Short-term employee benefits are expensed as the related service is provided. A liability is recognised for the amount expected to be paid
if the Company has a present legal or constructive obligation to pay this amount as a result of past service provided by the employee and
the obligation can be estimated reliably.

(o)

Provisions
A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation that can be estimated
reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation. Provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money and the
risks specific to the liability. The unwinding of the discount is recognised as finance cost.

(p)

Finance income and finance costs
Finance income comprises interest income on funds invested (including available-for-sale financial assets) and dividends. Interest income
is recognised as it accrues in profit or loss, using the effective interest method.
Finance costs comprise interest expense on borrowings.
Borrowing costs that are not directly attributable to the acquisition, construction or production of a qualifying asset are recognised in profit
or loss using the effective interest method.
Foreign currency gains and losses are reported on a net basis as either finance income or finance cost depending on whether foreign
currency movements are in a net gain or net loss position.
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Revenue
In AUD

2017

Competitive grants and other government support

5,417,124

5,195,528

60,200

333,063

20,303,035

20,604,535

-

4,468,799

25,780,359

30,601,925

Commercial funding
Fundraising
Bequests

5

Other income
In AUD
Other income

6

2017

2016

169,787

191,818

Personnel expenses
In AUD

2017

Wages and salaries

8,873,957

8,739,967

899,381

893,836

9,773,338

9,633,803

Contributions to defined contribution plans

7

2016

2016

Finance income and finance costs
Recognised in profit or loss
In AUD

2017

2016

Interest income

496,569

204,362

Dividend income on available-for-sale financial assets

610,528

-

1,107,097

204,362

Finance income
Interest expense
Net foreign exchange loss

(51,424)

(30,636)

Finance costs

(51,424)

(30,636)

Net finance costs recognised in profit or loss
8

1,055,673

173,726

Cash and cash equivalents
In AUD

2017

2016

Cash in hand

1,500

1,500

Cash at bank

3,188,659

1,447,166

Short term deposits - Operating funds

3,159,285

4,897,850

Cash and cash equivalents

6,349,444

6,346,516
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Trade and other receivables
In AUD
Trade and other receivables
GST receivable

10

2017

2016

949,347

1,113,724

123,741

237,433

1,073,088

1,351,157

Other investments, including derivatives
In AUD

2017

2016

Current investments
Term deposits

6,143,738

6,042,241

6,143,738

6,042,241

Salteri research endowment fund - Investment Fund Capital Growth

1,393,806

1,043,456

Salteri research endowment fund - Investment funds Corpus

2,000,000

2,000,000

10,171,227

9,363,092

Non-current investments

Tactical fund - Avaliable-for-sale asset
Financial assets designated at fair value through profit or loss
Other investments

-

7,778

106,250

106,250

13,671,283

12,520,576

Investments
Investments consist of investments in ordinary shares and securities, and therefore have no fixed maturity date or coupon rate. The fair value of the
listed, available for sale investments has been determined directly by reference to published price quotations in an active market.

Tactical fund
The tactical fund is funds set aside for medium unrestricted use and managed by external investment advisors in accordance with the investment
strategy of the Company. Refer to policy notes on avaliable-for-sale assets.
Salteri Research Endowment Fund
The directors established, by resolution, the Salteri Research Endowment Fund ("the Fund") on 16 December 1998. The directors created a
constitution for the Fund, which was formed to build up a capital base to provide an income stream to fund the Group's ongoing, non-surplus
activities. All monies associated with this fund have been separately identified and a reserve created to reflect the restricted use of these assets.

Changes in the net market value of the listed income securities and other investment funds are recognised as fair value changes through other
comprehensive income. These and any cash accounts held as part of the Fund, provided the Institute a net increase in value of $249,265 (2016:
$395,298). The Fund was not indexed. None of the Fund's capital was transferred to finance the Institute's operating activities (2016: $nil) as the
Fund has carry forward losses from the current and prior years.
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Property, plant and equipment

In AUD
Cost or deemed cost
Balance at 1 January 2016

Land and
buildings

Leasehold
improvements

Furniture and
fittings

Research
equipment

Motor vehicles

Computer
Software

21,870,685

1,859,575

1,666,574

98,508

9,562,561

382,828

Additions

-

-

109,659

-

560,221

1,037,100

Disposals

-

(1,859,575)

(704,287)

(66,790)

(4,143,810)

(5,976)

Total
35,440,731
1,706,980
(6,780,438)

Balance at 31 December 2016

21,870,685

-

1,071,946

31,718

5,978,972

1,413,952

30,367,274

Balance at 1 January 2017

30,367,274

21,870,685

-

1,071,946

31,718

5,978,972

1,413,952

Additions

-

-

-

-

553,084

264,462

817,546

Disposals

-

-

-

-

(118,206)

(118,206)

Balance at 31 December 2017

21,870,685

-

1,071,946

31,718

6,532,056

1,560,208

31,066,614

4,834,239

1,859,575

1,429,359

98,508

106,450

7,930

7,490,040

46,946

15,758,667

985,662

303,666

(689,913)

(74,720)

(4,070,341)

Depreciation and impairment losses
Balance at 1 January 2016
Depreciation for the year
Disposals

733,001
-

(1,859,575)

Balance at 31 December 2016

5,567,240

-

845,896

31,718

4,405,361

Balance at 1 January 2017

5,567,240

-

845,896

31,718

Depreciation for the year
Balance at 31 December 2017

732,815
6,300,055

85,416
-

931,312

31,718

(1,719)

2,136,710
(6,696,268)

348,893

11,199,109

4,405,361

348,893

11,199,109

897,884

471,242

2,187,357

5,303,245

820,135

13,386,466

Carrying amounts
At 1 January 2016

17,036,446

-

237,215

-

2,072,521

335,882

19,682,064

At 31 December 2016

16,303,445

-

226,050

-

1,573,611

1,065,059

19,168,165

At 31 December 2017

15,570,630

-

140,634

-

1,228,811

740,073

17,680,148

The latest independent valuations of the Company's land and buildings was carried out as at 14 May 2015 by Urbis Sydney (Registered valuer no. 6823) of $20,750,000 on the basis of open market for existing
use. As land and buildings are recorded at cost, the valuation has not been brought to account.
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Trade and other payables
In AUD

2017

2016

Current
Trade payables
Trade payables

798,903

1,127,704

Other trade payables

788,871

474,441

Accrued expenses

13

684,056

419,228

2,271,830

2,021,373

2017

2016

Employee benefits
In AUD
Current
Liability for long service leave
Liability for annual leave

83,274

76,243

590,591

439,545

673,865

515,788

175,043

110,366

Non-current
Liability for long service leave
14

Deferred income
In AUD

2017

2016

1,480,783

1,598,280

Current
Government grants
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Reserves

In AUD
At 1 January 2016
Net change in fair value of available-forsale financial assets
Currency translation differences
At 31 December 2016
Net change in fair value of available-forsale financial assets
Currency translation differences
At 31 December 2017

Asset
revaluation
reserve
21,778
21,778

Tactical Fund
reserve
296,314
-

Salteri Research
Endowment
Fund
2,903,973

80,237

3,005,988

-

395,298

-

(39,365)

(39,365)

3,002,957

-

7,528

241,737

-

303,842

Total

98,984

296,314

21,778

Foreign
currency
translation
reserve

3,244,694

40,872

3,361,921

-

249,265

53,500

53,500

94,372

3,664,686

Foreign currency translation reserve
This translation reserve comprises all foreign currency differences arising from the translation of the financial statements of foreign operations.

Salteri Research Endowment Fund
The Salteri Research Endowment Fund reserve contains funds that have been set aside by resolution of the Board for the purpose of investment,
generating ongoing investment income for the Company.
Asset revaluation reserve
The asset revaluation reserve is used to record increments and decrements in the fair values of investments in listed shares to the extent that they
offset one another.
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Related parties (for non-disclosing entities)
Key management personnel compensation
Total key management personnel compensation during the year was $1,510,438 (2016: $1,441,026).
Key management personnel did not receive any compensation in relation to the management of the Company. The compensation disclosed above
represents an allocation of the key management personnel’s estimated compensation from the Group in relation to their services rendered to the
Company.
Directors' compensation
The non-executive directors of the Company are appointed on an honorary basis and as a result do not receive any remuneration either directly or
indirectly in their capacity as directors of the Heart Research Institute Limited or any of its related parties. The executive director was appointed by
the Board and is remunerated as an employee of the Company. Transactions with directors and their related parties have been under the
Company's normal terms and conditions.
Executive compensation is set with reference to comparable roles in other organisations and indexed to the Consumer Price Index. The Board has
the ability to set performance goals for executives and can reward these executives for the achievement of these performance goals accordingly.

17

Group entities
Parent and ultimate controlling party
The Heart Research Institute Limited is the ultimate parent company of the wholly-owned Group.
Parent entity
Heart Research Institute Limited

18

Significant subsidiaries

Country of incorporation

The Heart Research Institute (UK)

United Kingdom

The Heart Research Institute (NZ)

New Zealand

The Heart Research Institute (Canada)

Canada

Ownership interest
2017

2016

100%

100%

100%

100%

100%

100%

Parent entity disclosures
As at, and throughout, the financial year ended 31 December 2017 the parent entity of the Group was Heart Research Institute Limited.
In AUD
Result of parent entity

2017

(Loss)/profit for the year

(4,105,344)

Other comprehensive income
Total comprehensive income for the year

2016

249,265

4,308,290
395,298

(3,856,079)

4,703,587

Current assets

11,161,643

14,416,554

Total assets

Financial position of parent entity at year end
42,792,712

46,105,295

Current liabilities

4,253,140

3,815,193

Total liabilities

4,428,183

3,925,559

Total funds of the parent entity comprising of:
Share capital

-

-

3,611,186

3,321,048

Retained earnings

34,753,343

38,858,687

Total funds

38,364,529

42,179,735

Reserves
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Events after the reporting period
There have been no events subsequent to balance date which would have a material effect on the Group's financial statements at 31 December
2017.

20

Information and declaration to be furnished under the Charitable Fundraising (NSW) Act, 1991

(a) Fundraising appeals conducted during the financial year
Mail appeal, Trader appeals and Support direct, Lotteries, Sundry campaigns and donations.
(b) Details of aggregate gross income and total direct expenses of fundraising
In AUD

2017

2016

Gross proceeds from fundraising appeals:
Mail appeals
Trader appeals and Support Direct
Lotteries
Sundry campaigns and general donations

313,109

433,856

12,527,287

12,571,300

1,802,914

2,713,643

668,409
15,311,719

689,390
16,408,189

Less total costs of fundraising appeals:
Mail appeals

191,823

178,093

Trader appeals and Support Direct

6,790,187

3,738,707

Lotteries

1,007,189

1,513,646

Sundry campaigns and general donations

27,656
8,016,855

639,488
6,069,934

Net surplus raised from fundraising appeals

7,294,864

10,338,255
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Independent Auditor’s Report
To the members of Heart Research Institute Limited
Report on the audit of the Financial Report

Opinion
We have audited the Financial Report, of
the Heart Research Institute Limited (the
Company).
In our opinion, the accompanying
Financial Report of the Company is in
accordance with Division 60 of the
Australian Charities and Not-for-profits
Commission (ACNC) Act 2012, including:
i.

ii.

giving a true and fair view of the
Group’s financial position as at
31 December 2017, and of its
financial performance and its
cash flows for the year ended on
that date; and
complying with Australian
Accounting Standards – Reduced
Disclosure Requirements and
Division 60 of the Australian
Charities and Not-for-profits
Commission Regulation 2013.

The Financial Report comprises:
i.

Consolidated statement of financial position as
at 31 December 2017.

ii.

Consolidated statement of profit or loss and
other comprehensive income, consolidated
statement of changes in funds, and
consolidated statement of cash flows for the
year then ended.

iii.

Notes including a summary of significant
accounting policies.

iv.

Directors’ declaration of the Company.

v.

Declaration by the Chairman in respect of
fundraising appeals of the Company.

The Group consists of the Company and the entities it
controlled at the year end or from time to time during the
financial year.

Basis for opinion
We conducted our audit in accordance with Australian Auditing Standards. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Our responsibilities under those standards are further described in the Auditor’s responsibilities for the
audit of the Financial Report section of our report.
We are independent of the Company in accordance with the auditor independence requirements of the
ACNC Act 2012 and the ethical requirements of the Accounting Professional and Ethical Standards
Board’s APES 110 Code of Ethics for Professional Accountants (the Code) that are relevant to our audit
of the Financial Report in Australia. We have fulfilled our other ethical responsibilities in accordance
with the Code.

KPMG, an Australian partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity.

Liability limited by a scheme approved under
Professional Standards Legislation.
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Independent Auditor’s Report (continued)
To the members of Heart Research Institute Limited
Other information
Other Information is financial and non-financial information in Heart Research Institute Limited’s annual
reporting which is provided in addition to the Financial Report and the Auditor’s Report. The Directors
are responsible for the Other Information.
The Other Information we obtained prior to the date of this Auditor’s Report was the Directors Report.
Our opinion on the Financial Report does not cover the Other Information and, accordingly, we do not
express any form of assurance conclusion thereon.
In connection with our audit of the Financial Report, our responsibility is to read the Other Information.
In doing so, we consider whether the Other Information is materially inconsistent with the Financial
Report or our knowledge obtained in the audit, or otherwise appears to be materially misstated.
We are required to report if we conclude that there is a material misstatement of this Other
Information, and based on the work we have performed on the Other Information that we obtained
prior to the date of this Auditor’s Report we have nothing to report.
Responsibilities of the Directors for the Financial Report
The Directors are responsible for:
i.

Preparing the Financial Report that gives a true and fair view in accordance with Australian
Accounting Standards - Reduced Disclosures Requirements and the ACNC.

ii.

Preparing the Financial Report in accordance with Section 24(2) of the Charitable Fundraising
(NSW) Act 1991 and Regulations.

iii.

Implementing necessary internal control to enable the preparation of a Financial Report that
gives a true and fair view and is free from material misstatement, whether due to fraud or
error.

iv.

Assessing the Company’s ability to continue as a going concern. This includes disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting
unless they either intend to liquidate the Company or to cease operations, or have no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the Financial Report
Our objective is:
i.

to obtain reasonable assurance about whether the Financial Report as a whole is free from
material misstatement, whether due to fraud or error; and

ii.

to issue an Auditor’s Report that includes our opinion.
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To the members of Heart Research Institute Limited
Auditor’s responsibilities for the audit of the Financial Report (continued)
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with Australian Auditing Standards will always detect a material misstatement when it
exists.
Misstatements can arise from fraud or error. They are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of this Financial Report.
As part of an audit in accordance with Australian Auditing Standards, we exercise professional
judgement and maintain professional scepticism throughout the audit.
We also:
i.

Identify and assess the risks of material misstatement of the Financial Report, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

ii.

Obtain an understanding of internal control relevant to the Audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the registered Company’s internal control.

iii.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Directors.

iv.

Conclude on the appropriateness of the Directors use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the registered Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our Auditor’s Report to the related disclosures in the Financial Report or, if
such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our Auditor’s Report. However, future events or
conditions may cause the registered Company to cease to continue as a going concern.

v.

Evaluate the overall presentation, structure and content of the Financial Report, including the
disclosures, and whether the Financial Report represents the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with the Directors of the registered Company regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.
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Independent Auditor’s Report (continued)
To the members of Heart Research Institute Limited
Auditor’s responsibilities for the audit of the Financial Report (continued)
In addition we have:
i.

Obtained an understanding of the internal control structure for fundraising appeal activities.

ii.

Examined on a test basis of evidence supporting compliance with the accounting and
associated record keeping requirements for fundraising appeal activities pursuant to the Act
and Regulation.

We have not audited on a continuous basis the accounting records relied upon for reporting on
fundraising appeal activities. These do not necessarily reflect accounting adjustments after the event or
normal year-end financial adjustments required for the preparation of Financial Report such as accruals,
prepayments, provisioning and valuations.

Report on Other Legal and Regulatory Requirements

Opinion pursuant to the Charitable Fundraising Act (NSW) 1991
In our opinion,
i.

the Financial Report gives a true and fair view of the Company’s financial result of fundraising
appeal activities for the financial year ended 31 December 2017;

ii.

the Financial Report has been properly drawn up, and the associated records have been
properly kept for the period from 1 January 2017 to 31 December 2017, in accordance with
the Charitable Fundraising Act (NSW) 1991 and Regulations;

iii.

money received as a result of fundraising appeal activities conducted during the period from 1
January 2017 to 31 December 2017 has been properly accounted for and applied in
accordance with the Charitable Fundraising Act (NSW) 1991 and Regulations; and

iv.

there are reasonable grounds to believe that the Company will be able to pay its debts as and
when they fall due.

KPMG

Sarah Cain
Partner
Sydney
26 April 2018
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