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OUR BRAND

YHA Ltd (trading as YHA Australia) is proudly a for-purpose, membership-based organisation with a network of

59 hostels across Australia, providing travellers of all ages with affordable, quality shortstay accommodation.

It is part of the global Hostelling International (HI) movement — a network of over 3,000 youth hostels in 77 countries.

Creating an open and accommodating world To create a community in diverse spaces,
where humanity flourishes. by connecting the curious, inspiring personal
growth and creating genuine local experiences,
in a sustainable way.
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The youth hostel movement was founded in Germany in 1909 by school teacher Richard Schirrmann, with the first
permanent hostel (which is still operating today, at Altena Castle) established in 1912. In 1932, the global network
of notfor-profit youth hostel associations, Hostelling International (HI), was formed. The first YHA hostel in Australia
opened in 1939 in Warrandyte in Victoria — a plaque marks the site of the humble beginnings of what has become

Australia’s most successful accommodation network for independent travellers.

The iconic ‘house and tree’ logo has endured since the 1930s due to its symbolism and simplicity — the three
messages conveyed by the green YHA Australia logo are: the tree (representing the environment); the house

(representing a place to stay); and the open door (representing just that, a welcoming open door).

At the heart of YHA is a genuine purpose. A purpose that has defined the organisation — and one that has proven
to stand the test of time. The success of this purpose has been the organisation’s ability to adapt to each generation,

while protecting the ideals of the organisation for the future.

It's a community of beliefs, of an international alignment that predates the United Nations. A signifier that has
brought people together from all walks of life, while promoting diversity and acceptance through travel and shared

experiences. It has provided access, safety, a common view where people feel welcome and connected.

Yet the secret to the organisation is that each generation must shape it to meet the current needs of that

and the next. It must compete, connect and contemporize.

This is an organisation that has never stood still, driven by a great energy and social credibility to be much more
than just an accommodation provider. To champion a sustainable future for all, with equality and access, the core

beliefs of the organization.

This authenticity, this purpose makes the YHA a special place in the world. Places that shape and change with the
world around it - ever a living and connecting place.



INTRODUCTION

Dear Members & Friends,

2020 was a year of survival and transformation for YHA
Australia, with an organisational restructure and change in
leadership following the AGM - including a new Chair, CEO
and Executive Leadership Team. With the profound impact
of the COVID-19 pandemic on tourism, our organisation
was focused on ensuring that all properties were COVID-
Safe, costs were minimised and marketing was directed
towards attracting new customers. Due to a significant
decrease in overnights however, a number of hostels in

the network were forced to close or significantly reduce
capacity, especially in city locations.

Despite Australia’s international borders shutting on

20 March 2020, YHA continued to host 475,776

(2019: 1,129,359) overseas visitors during the year, as
Working Holiday Makers and students from around the
world opted to stay in Australia rather than return to their
home countries. This compared to Australian guests, whose
travel was impacted by state lockdowns of 249,086
(2019: 467,1449). This mix of guests ensured vibrancy
and diversity throughout our hostel network, including
visitors from traditional source countries in Europe and
North America, but also from many countries further afield
such as Azerbaijan and Mongolia.

With international tourism off the horizon, Australians took
advantage of seeing their own country once lockdowns
and border restrictions were eased, with YHA hosting a
range of domestic travellers, including individuals, couples,
friends and families. Regional properties, including those
in Byron Bay and the Blue Mountains, fared particularly
well, however visitation was somewhat slower in other
regions around Australia and organised group travel also
reduced in line with government restrictions.

Overall, we hosted 724,862 (2019: 1,596,509) guests
throughout the year, which was 54% down on the prior
year, and at year end we had significantly less members
due to lower international arrivals. The year end result was
significantly affected by the impairment of one hostel and
land held for sale. Overall, occupancy reduced to just 30%
and average rates also reduced. Accordingly, the Board of
Directors and management placed high priority on liquidity
during the year, necessitating the sale of Glebe Point YHA
in Sydney.
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In addition to tight fiscal management and monitoring
emerging risks, YHA took the opportunity to focus on a
new Strategic Plan for 2020-2023, and on revitalising the
organisation’s Vision and Mission. Innovation was at the
forefront, with accelerator projects and sprints to develop
new business revenue streams that should come to fruition
in 2021 and beyond.

Thanks go to our Directors, staff, members and industry
partners for their continued support over the past,
very challenging year.

@Qwﬂ%% \ﬁowﬂ[&

Paul McGrath Tracey Powell
CEO Chair



2020 IN SUMMARY

OVERVIEW

Leadership change with new Chair, Vice-Chair, CEO and rejuvenation of Executive Leadership Team

Restructure of organisation including rationalisation of corporate overheads

Profound negative impact of COVID-19 pandemic on occupancy, with international borders shut from
20 March 2020 and domestic borders within Australia subject to snap closures and State-specific lockdowns

YHA ACCOMMODATION FINANCE

An average of 1,986 people accommodated Total operating turnover of $25.1M
across Australia each night ($46.2M in 2019)

Two thirds international guests, mainly Earnings before interest, taxation,
Working Holiday Makers and international depreciation and amortisation (EBITDA)
students who remained in Australia during after adjustment for one-off disposals and

the COVID-19 pandemic impairments was a loss of $1.54M ($5.99M
Total number of overnight stays of 724,862 in 2019)
(1,596,509 in 2019) across the country Consolidated deficit after tax of $10.146M
(2019 deficit of $6.07M) including
Regional hostels within close proximity to impairment of one hostel and of land for
urban centres fared better than those in development of $4.76M (2019: $1.27M).

cities, which suffered from low visitation
Normalised result of deficit of $11.49M

Contraction in hostel network by 10 ($4.65M normalised deficit in 2019)
properties due fo the COVID-19 pandemic

Focus on liquidity, necessitating asset sale

Development Application lodged for (Glebe Point YHA in Sydney)
redevelopment of Railway Square YHA,

Sydney, in partnership with technology
company, Atlassian

New Vision & Mission adopted The Board operated with eight Directors
(including three appointed) and three sub
Strategy 2020-2023 devgloped with focus committees, plus one working group on
on innovation Strategy & Innovation

Accelerator sprints to identify and prototype

new business initiafives One Board meeting ook place in Sydney,

and the rest virtually — 15 Board meetings
were held (an increase from 7 the prior
year, due to additional oversight during the
COVID-19 pandemic)



DIRECTORS” REPORT

The Directors present their report, together with the financial statements, of the consolidated entity (referred to hereafter as
the ‘consolidated entity’ or ‘Group’) consisting of YHA Ltd (referred to hereafter as the ‘company’ or ‘parent entity’) and the
entities it controlled for the year ended 31 December 2020.

The names, qualifications and experience of the Directors in office at any time during or since the end of the financial year
are as follows:

Directors have been in office since the start of the financial year to the date of this report unless otherwise stated.

Brigita Bridget B.App.Sci (Speech YHA member since 1999. April 2019 to

Bezjak Pathology), Dip Bus Health professional. April 2022
(Governance). MAICD.

Bronwyn Teresse  M.International YHA member since 2011. Chair of Nominations, Re-elected

Dallow Management, Grad Dip  General Manager, business Remuneration & HR 18 April 2020
Business, MAICD chamber. Committee from April 2019,  to April 2023

Chair of Election Committee
from April to September
2019 and from April 2020

Tammy Lea BBus, Graduate Diploma ~ YHA member since 2019. Appointed
Marshall in Business Administration, Managing Director / owner of 13 June 2019 to
MBA, GAICD Management Consulting business. 17 April 2021
Alison Louise BCom (Marketing & YHA member since 2018. 18 April 2020
McDonagh Hospitality Management); Regional Development Manager, to April 2023
Graduate Diploma property developer.
(Urban & Regional
Planning)
Ross Peter BA, LLB, GAICD YHA member since 2012. April 2017 to
McDougall Solicitor. 18 April 2020
Robert Anthony ~ BA, LLB, F Fin, GAICD YHA member since 1990. Appointed from
McGuirk Continuing member of YHA 13 April 2019
Victoria Limited Board, held roles of to 17 April
Chair & Vice Chair. Former Chair 2021

of YHA Lid. Hostelling International
President (October 2018 to
September 2020) and former

Vice President. Lawyer, Property
Manager, IT Consultant.

Matthew Craig BArch (Hons), GAICD YHA member since 1988. April 2019 to
McNeil Architect & educator April 2022

Tracey Michelle  BBus, GAICD YHA member since 2000. Former  Chair from April 2020, former April 2018 to
Powell member of YHA South Australia Vice Chair, former Chair of 17 April 2021

Board, held role of Chair. Principal Nominations & Remuneration
& Director, marketing consultancy.  Committee and former Chair
of Election Committee

Euan Gordon BCom, A Fin YHA member since 2009. Owner  Chair to April 2020, former  Resigned 18
Prentice of capital markets research Vice Chair April 2020
business.
Simon Paul BEc, CA, GAICD YHA member since 2018. Finance Chair of Audit & Risk Re-appointed
Spicer and Strategy Executive. Committee from April 2019 18 April 2020
to April 2022

Julian Ledger held the role of Company Secretary from 23 April 2003 to 18 April 2020, Stephen Lynch was appointed as
Company Secretary on 23 September 2009.



DIRECTORS’ REPORT

CONTINUED

The following table sets out the Board and Committee meetings held during the year and the number attended by each
Director where applicable. The Committees are: Audit and Risk, Nominations and Remuneration and Election Committee.

Brigita Bridget Bezjak 15 13 6 5
Bronwyn Teresse Dallow 15 15 6 6
Tammy Lea Marshall 15 15 6 5
Alison Louise McDonagh 12 11 5 5
Ross Peter McDougall 3 3 2 2
Robert Anthony McGuirk 15 15 6 6
Matthew Craig McNeil 15 14 6 6
Tracey Michelle Powell 15 15 8 8
Euan Gordon Prentice 3 3 3 3
Simon Paul Spicer 15 15 6 6

The above meeting attendance is for YHA Ltd. Youth Hostels Association of Queensland (YHA Queensland), YHA Victoria
Limited and YHA WA Pty Ltd all held 1 Board meeting. These were held on the same days at the same time and location as
the above meetings reported for YHA Ltd.

A company named YHA Travel to Learn Limited ACN 637 135 990 was registered as a company under the Corporations
Act 2001 on 30 October 2019. It is a company limited by guarantee and a public company with YHA Ltd as its sole
member. The company was registered with the Australian Charities and Not for Profits Commission and achieved
deductible gift recipient status for its charitable purpose to enable opportunities for education through travel for those with
limited means.



DIRECTORS’ REPORT

CONTINUED

The obijects of the Group are:

a)

b)

<)

d)

f

(9)

(h)

1)

2)
3)
4)

3)
6)

7)

8)
9)

represent the inferests of the company and its Affiliated Entities internationally with Hostelling International and its

Affiliated Entities;

promote youth hostelling internationally, including fostering an appreciation of a range of cultural values;

promote youth hostelling throughout Australia and its dependent territories, and to promote interstate and

international friendship through the development of youth hostelling;

provide educational opportunities in Australia for all people, but especially young people, to:

i) achieve personal development;

i) foster friendship; and

i)  bring about a better understanding of others and the world around them;

facilitate education by providing, operating and assisting others to provide and operate, hostels or similar

accommodation in which there are no distinctions of race, nationality, colour, religion, gender, sexual orientation,

class or political opinion;

educate, by promoting and encouraging:

i) travel;

i) healthy recreational activities;

iiij  environmental awareness; and

iv)]  interstate and infernational friendships and understanding, particularly through the development and provision
of facilities and services to assist travellers within and outside Australia;

actively promote Australia as a prime holiday destination for the members of overseas organisations affiliated with

Hostelling International; and

provide information or advice to any government, company or any other organisation in relation to any of the

foregoing.

To be the market leader in the provision of low cost, quality accommodation in Australia and at least maintain current
market share.

To be the market leader in providing services to free independent travellers (FITs).
To be a dynamic market driven organisation responsive o change.

To develop the business and activities of YHA in accordance with the national and international aims and objectives
of the organisation.

To achieve the most effective structure for YHA in Australia.

To provide an annual operating surplus to reinvest in the further growth and development of YHA services
and resources.

To continue to exercise the organisation’s social, cultural, economic, educational and environmental responsibilities
as a major international membership organisation.

To continue to develop YHA's human resources as a means of achieving the above objectives.

To manage risk through selected strategies and regular review.



DIRECTORS’ REPORT

CONTINUED

The principal activities of the Group during the financial year were to provide secure, high quality, low cost
accommodation to members in YHA hostels and, through affiliated organisations, enable access to such accommodation
throughout the world. In addition, the company operates travel and tour desk services and food and beverage operations
at some hostels. These activities are directed at achieving the specific objectives of the Group.

The consolidated deficit after tax for the financial year ended 31 December 2020 was $10,146,713 (2019 deficit of
$6,068,544). The number of member overnights for the year were significantly lower than the prior year due to the
closure of the Australian border to international travellers, the average bed rates were lower also. Several hostels closed
due to a lack of overnights. Other revenue and rent were also affected by the lockdowns of Sydney and Melbourne. The
company was eligible for the JobKeeper subsidy, which assisted in sustaining operations for the April to December months.
Significant cost reductions were implemented including the restructure of the support office teams and standdowns of hostel
staff on JobKeeper work directions. The executive leadership team was also transitioned to a new structure including new
leadership with the commencement of a new CEO.

The deficit included some large transactions including the gain on sale of Glebe Point YHA ($6,218,384) and the

net loss on breaking fixed interest contracts $3,163,000, a gain in the fair value movement in derivative financial
instruments $1,586,170 (2019: loss of $1,246,551) and the impairment of one hostel and land of $4,763,667 (2019:
$1,268,868).

The Group uses occupancy percentage or utilisation of the hostel beds as a measure of performance together with quality
ratings from guests. The hostel bed occupancy in 2020 for operated hostels was 34.9% (2019 63.9%), ratings were in the
desired range and several hostels achieved consistently high ratings.

The annual report is prepared on a consolidated basis and includes the operations of YHA Ltd (hostel operations,
membership, travel and tour sales), YHA Queensland (property owner), YHA Victoria Limited ([dormant), YHA WA Pty Ltd
(dormant) and YHA Travel to Learn Limited (YHA's charity).

Revenue decreased during the year from April onwards with the closure of the international border and the continued

and intermittent closures of state and territory borders due to the COVID-19 pandemic. These disruptions for international
arrivals and limitations on Australian travel movement significantly affected the larger cities of Sydney and Melbourne,
whilst the smaller cities and regional areas were less affected under these restrictions. Whilst there were lower average bed
rates in the cities, the regional areas were able to increase bed rates with spikes in demand during holiday periods. Cash
containment was the focus for the year resulting in lower maintenance and capital expenditure. Two regional hostels at
Pittwater and Coolangatta changed to a service contract operation.

YHA Ltd is a not for profit company limited by guarantee and does not pay dividends. Every Member undertakes to
contribute to the property of the company in the event of it being wound-up for payment of the debts and liabilities of the
company, such amount as may be required, not exceeding $1.

The Directors are not aware of any matter or circumstance not otherwise dealt with in this report or the financial report that
has significantly or may significantly affect the operations of the Group, the result of those operations or the state of affairs
of the Group for the year ended 31 December 2020.



DIRECTORS’ REPORT

CONTINUED

The lease of the office at Level 3, @ Castlereagh Street was sublet from 1 March 2021 for the remainder of the term to April
2022. The registered address of the company was changed to 11 Rawson Place, Haymarket NSW 2000. The Perth City
YHA, a hostel which was classified as held for sale at year end was contracted to be sold for a sale price of $5,500,000
on 17 February 2021.

The Directors of the company are not aware of any matter or circumstance that has arisen since the end of the financial
year which is likely to significantly affect the operations of the Group, the results of those operations or state of affairs of the
Group in future financial years.

Likely developments in the operations of the Group and the expected results of those operations in future financial years
have not been included in this report as the inclusion of such information is likely to result in unreasonable prejudice to the

Group.

The company has arranged a Directors’ and Officers’ Liability Insurance policy, which covers all the Directors and Officers
of the company against certain liabilities they may incur in carrying out their duties for YHA Ltd. The terms of the policy
prohibit disclosure of details of the amount of the insurance cover, the nature thereof and the premium paid.

The Group's operations are not regulated by any significant environmental regulation under a law of the Commonwealth or
State or Territory.

No person has applied for leave of the Court to bring proceedings on behalf of the company or infervene in any
proceedings to which the company is a party for the purpose of taking responsibility on behalf of the company for all or
any part of those proceedings. The company was not a party to any such proceedings during the year.

The auditor’s independence declaration as required under section 307C of the Corporations Act 2001
is set out on page 41.

The company is of a kind referred to in the ASIC Legislative Instrument 2016/191 relating to ‘rounding off’ of amounts in
the Directors’ Report. Amounts have been rounded off in accordance with the instrument to the nearest dollar.

Signed in accordance with a resolution of the Directors.

E—= E
\ﬂom[é —

Tracey Powell Simon Spicer
Director Director
17 February 2021 17 February 2021
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STATEMENT OF PROFIT OR LOSS

AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2020

NOTE 2020 2019
$ $

Revenue
Revenue 3 25,066,492 46,183,739
Interest revenue 4,748 15,371
Other income 3 6,106,414 =
31,177,654 46,199,110

Expenses
Employee benefits expense 4 (14,392,884) (21,145,41¢)
Depreciation & amortisation expense 4 (6,719,589 (7,081,720
Impairment expense 11 (4,763,667) (1,268,868)
Finance costs 4 (4,418,792) (4,965,644)
Other expenses 4 (11,029,435) (17,806,006)
(41,324,367) (52,267,654)
(Deficit) before income tax (10,146,713) (6,068,544)
Income tax (expense) 5 - -
(Deficit) after income tax (10,146,713) (6,068,544)
Other comprehensive income - -
Total Comprehensive Income (10,146,713) (6,068,544)

The accompanying notes form part of these financial statements.
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STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2020

NOTE 2020 2019
$ $

ASSETS
Current Assets
Cash and cash equivalents 6 2,512,678 2,345,990
Trade and other receivables 7 756,632 751,638
Inventories 8 58,014 62,730
Other current assets 9 875,653 1,015,268
Non-current assets classified as held for sale 10 10,476,405 =
Total Current Assets 14,679,382 4,175,626
Non-current Assets
Property, plant and equipment 11 119,363,039 140,374,141
Lease assets 12 4,182,590 6,013,580
Intangible assets 13 2,054,380 2,392,241
Total Non-current Assets 125,600,009 148,779,962
TOTAL ASSETS 140,279,391 152,955,588
LIABILITIES
Current Liabilities
Trade and other payables 14 2,021,171 3,183,006
Lease liabilities 12 1,017,143 1,129,310
Borrowings 15 1,143,495 89,143,848
Derivative financial instruments 18 216,988 1,083,502
Provisions 16 1,781,527 2,266,436
Contract liabilities 17 2,361,261 3,293,199
Total Current Liabilities 8,541,585 100,099,301
Non-current Liabilities
Trade and other payables 14 25,224 48,339
Lease liabilities 12 3,347,751 4,966,166
Borrowings 15 91,400,000 =
Derivative financial instruments 18 734,790 1,454,446
Provisions 16 163,604 174,186
Total Non-current Liabilities 95,671,369 6,643,137
TOTAL LIABILITIES 104,212,954 106,742,438
NET ASSETS 36,066,437 46,213,150
EQUITY
Accumulated surplus 32,308,728 42,455,441
Revaluation reserve 3,757,709 3,757,709
TOTAL EQUITY 36,066,437 46,213,150

The accompanying notes form part of these financial statements.
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STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2020

REVALUATION ACCUMULATED TOTAL

RESERVE SURPLUS EQUITY

$ $ $

Balance at 1 January 2019 3,757,709 48,523,985 52,281,694
Deficit after income tax = (6,068,544) (6,068,544)
Other comprehensive income - - -
Balance at 31 December 2019 3,757,709 42,455,441 46,213,150
Deficit after income tax - (10,146,713) (10,146,713)
Other comprehensive income - - -
Balance at 31 December 2020 3,757,709 32,308,728 36,066,437

The accompanying notes form part of these financial statements.
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STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2020

NOTE 2020 2019
$ $

Cash flows from operating activities
Receipts from members and customers 21,053,437 50,946,990
Receipts from government subsidies 4,712,900 =
Payments to employees (14,964,845) (21,119,604)
Payments to suppliers (13,762,774) (22,969,889)
Interest received 4,748 15,371
Finance costs paid (6,042,562) (3,719,093)
Net cash (used in ) / provided by operating activities 24 (8,999,09¢) 3,153,775
Cash flows from investing activities
Purchase of plant, equipment & software (184,396) (2,447 ,47 4)
Development of property (69,816) (307,833)
Proceeds from sale of property, plant & equipment 7,029,091 11,818
Net cash provided by / (used in) investing activities 6,774,879 (2,743,489)
Cash flows from financing activities
Proceeds from borrowings 8,158,503 482,305
(Repayment) of borrowings (5,000,000) -
Payments for the principal portion of lease liabilities (1,008,741) (1,024,638
Net cash provided by / (used in) financing activities 2,149,762 (542,333)
Net (decrease) in cash and cash equivalents (74,455) (132,047)
Cash and cash equivalents at the beginning of the year 1,921,447 2,053,494
Cash and cash equivalents at the end of the year 6 1,846,992 1,921,447

The accompanying notes form part of these financial statements.



NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2020

The financial report is a general purpose financial report that has been prepared in accordance with the Australian
Accounting Standards — Reduced Disclosure Requirements and Interpretations issued by the Australian Accounting
Standards Board (‘AASB’), as appropriate for Not-for-Profit orientated entities and the Corporations Act 2001.

The consolidated financial report of the Group as at and for the year ended 31 December 2020 comprises YHA
Ltd (the company) and its controlled entities which include Youth Hostels Association of Queensland, YHA Victoria
Limited, YHA WA Pty Ltd (formerly YHA WA Inc) and YHA Travel to Learn Limited. YHA Ltd is a company limited by
guarantee, incorporated and domiciled in Australia. The following is a summary of the material accounting policies
adopted by YHA Ltd in the preparation of the financial report. The accounting policies have been consistently
applied, unless otherwise stated.

The financial statements were authorised for issue by the Directors on 17 February 2021.

Basis of Preparation
Reporting Basis and Conventions

The financial report has been prepared on an accruals basis and is based on historical costs and does not take into
account changing money values or, except where stated, current valuations of non-current assets. Cost is based on
the fair values of the consideration given in exchange for assets.

Going concern

In preparing the financial report, the Directors have an assessment of the ability of the Group to continue as a Going

Concern, which contemplates the continuing of business operations, realisation of assets and seflement of liabilities in

the ordinary course of business.

The spread of the Novel Coronavirus (COVID-19) was declared a public health emergency by the World Health
Organisation on 31 January 2020 and upgraded to a global pandemic on 11 March 2020. The Australian Federal
Government enacted its emergency plan on 29 February 2020, which has seen the closure of international borders
since 20 March 2020. Increasing restrictions on Australians ability to travel within the country occurred during the
period until the end of the year and these disruptions saw the release of a number of government stimulus packages
to support individuals and businesses that were affected by not only health impacts but economic slowdown from the
health responses.

For the year ended 31 December 2020, the COVID-19 pandemic has impacted the Group as follows:

3 A number of hostels closed in Tasmania, Victoria, ACT, NSW, Queensland and Western Australia in response
the immediate international border closure. Hostels other than Fremantle were opened by the end of the year.

e Aliquidity facility of $5,000,000 was funded by the ANZ Bank to bridge the initial downturn in business, this
was repaid in July when the Glebe Point YHA was sold.

®  The fixed interest rate contracts were broken and the break interest costs were funded by the ANZ Bank to
reduce the cash inferest expense during the period April to December.

3 The cash and cash equivalents reported as at 31 December 2020 are $2,512,679 and net assets are
$36,066,437.

®  The months March through to November 2020 were loss making and cash flows are being closely monitored
with cash outflows being reduced.

®  The Group participated in the JobKeeper wage subsidy programme and significant reductions in worked hours
by employees has been ongoing since March 2020 and the support office was restructured to significantly
reduce this cost.

e The Group obtained a waiver from the ANZ Bank in respect of its covenants testing for the 31 December 2020
testing period.

e The Group continues to work with the ANZ Bank, including consideration of financial performance and cash flows.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2020 (CONTINUED)

Going concern (continued)

The Directors have prepared projected cash flow information to March 2022 taking into consideration the estimation
of the continued business impacts of the COVID-19 pandemic.

These forecasts indicate that the Group is expected to continue to operate, based on an assessment of forward
earnings and occupancy and existing cash levels.

The forecasts include assumptions regarding the business, health and regulatory restrictions and in particular:

e The likelihood that international border restrictions will not be lifted in the coming 12 months and operations
being largely restricted to an Australian only business.

®  Base case forecasts assume customers will be from those within Australian markets only until December 2021
and YHA will be able to achieve average annual bed occupancy of 45% and average bed rate of $36.

e  Continued government support through the JobKeeper wage subsidy until 28 March 2021.

The current conditions associated with the impact of the COVID-19 pandemic in the opinion of the Group’s Directors
creates a material uncertainty that may cast significant doubt upon the Group’s ability to continue as a going concern.

To address the risks associated with the uncertainty created by the COVID-19 pandemic and the impact on the Group,
the Directors have undertaken the following initiatives:

¢ Ongoing divestment identified in the assets held for sale, which are expected to be released in 2021 to
maintain adequate liquidity.
e  Continued restructuring and cost savings initiatives to ensure cash profitability is achieved.

e Strategy and innovation transformation projects to adapt the business to 2021 and 2022 COVID-19 impacted
market.

. Entered info discussions with Group's financier for continued support in response to COVID-19 impacts.

On this basis, no adjustments have been made to the financial report relating fo the recoverability and classification of
the carrying amount of assets or the amount and classification of liabilities that might be necessary should the Group
not continue as a going concern. Accordingly, the financial report has been prepared on a going concern basis.

Should the COVID-19 pandemic and associated government responses result in further impacts on the operations of
the Group then, the Group may, in the future, not be able to continue as a going concern and may be required to
realise assets and extinguish liabilities other than in the ordinary course of business. This may result in the amounts
realised being different from those disclosed in the financial report.

Trade and other receivables

Trade 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 seflement
within 14-30 days.

The Group has applied the simplified 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.

Other receivables are recognised at amortised cost, less any allowance for expected credit losses.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2020 (CONTINUED)

Property Plant & Equipment

Property, plant and equipment are brought to account at cost, less, where applicable, any accumulated depreciation
and impairment losses. The carrying amount of property, plant and equipment is reviewed annually by Directors to
ensure it is not in excess of its recoverable amount. The recoverable amount is assessed on the basis of the expected
net cash flows that will be received from the asset's employment and subsequent disposal. The expected net cash
flows have been discounted to their present values in determining recoverable amounts.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the company and the cost of the
item can be measured reliably. All other repairs and maintenance are charged to the Statement of Profit or Loss and
Other Comprehensive Income during the financial period in which they are incurred.

Depreciation

Buildings, plant and equipment are depreciated on a straight line basis over the estimated useful life of the asset to
the Company.

The estimated useful lives are:

Freehold Buildings 17 — 50 years
Leasehold Buildings lesser of the term of the lease agreement and 40 years
(except Thredbo where the carrying value is written down over 50 years.)
Plant and Equipment 3 - 8 years
Intangible assets term of the lease if applicable

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.
An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying amount
is greater than its estimated recoverable amount. Gains and losses on disposal are determined by comparing
proceeds with the carrying amount. These gains or losses are included in the Statement of Profit or Loss and Other
Comprehensive Income.

Financial Instruments
Recognition

Financial instruments are initially measured at cost on trade date, which includes transaction costs, when related
contractual rights or obligations exist. Subsequent to initial recognition, these instruments are measured as set out
below:

Receivables

Receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market and are stated at amortised cost.

Financial Liabilities
Non-derivative financial liabilities are recognised at amortised cost, comprising original debt less principal payments.

Derivative financial liabilities are recognised at the fair value of inferest rate swaps and are calculated as the present
value of the estimated future cash flows based on observable yield curves. Derivatives are only used for economic
hedging purposes and not as speculative investments. However, where derivatives do not meet the hedging criteria,
they are classified as ‘held for trading’ for accounting purposes.

Impairment

At each reporting date, the Group assesses whether there is objective evidence that a financial instrument has been
impaired. Impairment losses are recognised in the Statement of Profit or Loss and Other Comprehensive Income.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2020 (CONTINUED)

Impairment of Non-Financial Assets

At each reporting date, the Group reviews the carrying values of its tangible and intangible assets to determine
whether there is any indication that those assets have been impaired. If such an indication exists, the recoverable
amount of the assets, being the higher of the asset's fair value less costs to sell and value in use, is compared to

the asset's carrying value. Any excess of the asset's carrying value over its recoverable amount is expensed to the
Statement of Profit or Loss and Other Comprehensive Income. Impairment festing is performed annually for goodwill
and intangible assets with indefinite lives.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, deposits held at call with banks and other shortterm highly liquid
investments with maturity dates of six months or less and which are used in the cash management function on a day to
day basis. The bank overdraft is excluded from cash because it is part of a term facility.

Lease assets

A lease asset is recognised at the commencement date of a lease. The lease asset is measured at cost, which
comprises the initial amount of the lease liability, adjusted for, as applicable, any lease payments made at or before
the commencement date net of any lease incentives received, any initial direct costs incurred, and, except where
included in the cost of inventories, an estimate of costs expected to be incurred for dismantling and removing the
underlying asset, and restoring the site or asset.

Lease assets are depreciated on a straight-line basis over the unexpired period of the lease or the estimated useful life
of the asset, whichever is the shorter. Where the consolidated entity expects to obtain ownership of the leased asset at
the end of the lease term, the depreciation is over its estimated useful life. Right-of-use assets are subject to impairment
or adjusted for any remeasurement of lease liabilities.

The Group has elected not to recognise a lease asset and corresponding lease liability for shortterm leases with terms
of 12 months or less and leases of low-value assets. Lease payments on these assets are expensed to profit or loss as
incurred.

Lease liabilities

A lease liability is recognised at the commencement date of a lease. The lease liability is initially recognised at the
present value of the lease payments to be made over the term of the lease, discounted using the interest rate implicit
in the lease or, if that rate cannot be readily determined, the consolidated entity's incremental borrowing rate. Lease
payments comprise of fixed payments less any lease incentives receivable, variable lease payments that depend on
an index or a rate, amounts expected to be paid under residual value guarantees, exercise price of a purchase option
when the exercise of the option is reasonably certain to occur, and any anticipated termination penalties. The variable
lease payments that do not depend on an index or a rate are expensed in the period in which they are incurred.

Lease liabilities are measured at amortised cost using the effective interest method. The carrying amounts are
remeasured if there is a change in the following: future lease payments arising from a change in an index or a rate
used; residual guarantee; lease term; certainty of a purchase option and termination penalties. When a lease liability
is remeasured, an adjustment is made to the corresponding right-of use asset, or to profit or loss if the carrying amount
of the right-of-use asset is fully written down.
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Non-current assets or disposal Groups classified as held for sale

Non-current assets and assets of disposal groups are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continued use. They are measured at the lower
of their carrying amount and fair value less costs of disposal. For non-current assets or assets of disposal groups to be
classified as held for sale, they must be available for immediate sale in their present condition and their sale must be
highly probable.

An impairment loss is recognised for any initial or subsequent write down of the non-current assets and assets of
disposal groups to fair value less costs of disposal. A gain is recognised for any subsequent increases in fair value less
costs of disposal of a non-current assets and assets of disposal groups, but not in excess of any cumulative impairment
loss previously recognised.

Non-current assets are not depreciated or amortised while they are classified as held for sale. Interest and other
expenses attributable to the liabilities of assets held for sale continue to be recognised.

Non-current assets classified as held for sale and the assets of disposal groups classified as held for sale are
presented separately on the face of the statement of financial position, in current assets. The liabilities of disposal
groups classified as held for sale are presented separately on the face of the statement of financial position, in current
liabilities.

Inventories

Inventories are measured at the lower of cost and net realisable value, using the first in first out basis.

Intangibles

Liguor Licence

Liquor licence is tested annually for impairment and is carried at cost less accumulated impairment losses, if any.
Software

Software is recorded at cost. Software has a finite life and is carried at cost less any accumulated amortisation and
impairment losses. It has an estimated useful life of between 3 and 5 years. It is assessed annually for impairment.

Goodwill

Goodwill is initially recorded at the amount by which the purchase price for a business exceeds the fair value
attributed to its net assets at date of acquisition. Goodwill is tested annually for impairment and carried at cost less
accumulated impairment losses.
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Revenue recognition

The Group recognises revenue as follows:

Revenue from contracts with customers

Revenue is recognised at an amount that reflects the consideration to which the company is expected to be entitled in
exchange for transferring goods or services to a customer. For each contract with a customer, the company: identifies
the contract with a customer; identifies the performance obligations in the contract; defermines the transaction price
which takes into account estimates of variable consideration and the time value of money; allocates the transaction
price to the separate performance obligations on the basis of the relative stand-alone selling price of each distinct
good or service to be delivered; and recognises revenue when or as each performance obligation is satisfied in a
manner that depicts the transfer to the customer of the goods or services promised.

Hostel Revenue

The Group's performance obligation is to provide accommodation and other goods and services to guests. Hostel
revenue includes rooms or beds revenue and other sales such as food and beverage, which is recognised when the
rooms or beds are occupied, and food and beverages are sold.

Membership Revenue

Membership Fees are payable on a guest's first stay with YHA in Australia and are either perpetual or expire affer

a term of 2 years or resignation. Membership Fees are recognised as revenue in the year that the Memberships are
sold and are not refundable. Membership fees are also payable for Australians travelling overseas who have not yet
stayed at a YHA hostel in Australia.

Travel and Tours Commission

Travel and Tours commission is the net commission earned by YHA as agent for selling a travel or tour product to
customers and is recognised at the time of each product sale.

Interest

Interest revenue is recognised as interest accrues using the effective interest method. This is a method of calculating
the amortised cost of a financial asset and allocating the interest income over the relevant period using the effective
interest rate, which is the rate that exactly discounts estimated future cash receipts through the expected life of the
financial asset to the net carrying amount of the financial asset.

Rent

Rent revenue is recognised on a straight-line basis over the lease term. Lease incentives granted are recognised as
part of the rental revenue. Contingent rentals are recognised as income in the period when earned. Any rent received
in advance is recognised as deferred income.

Other revenue

Other revenue is recognised when it is received or when the right to receive payment is established.
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Government grants

Government grants are recognised when there is reasonable certainty that the grant will be received and all grant
conditions are met. Government grants include amounts received or receivable under the Federal Government's
JobKeeper Payment Scheme, which provide temporary subsidies to eligible businesses significantly affected by the
COVID-19 pandemic.

Fair value measurement

When an asset or liability, financial or nonfinancial, is measured at fair value for recognition or disclosure purposes,
the fair value is based on the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date; and assumes that the transaction will take place
either: in the principal market; or in the absence of a principal market, in the most advantageous market.

Fair value is measured using the assumptions that market participants would use when pricing the asset or liability,
assuming they act in their economic best interests. For nonfinancial assets, the fair value measurement is based on its
highest and best use. Valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, are used, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

Goods and Services Tax (GST)

Revenue, expenses and assets are recognised net of GST, except where GST incurred is not recoverable from the
Australian Taxation Office. In these circumstances the GST is recognised as part of the cost of acquisition of the asset
or as part of an item of the expense. Receivables and payables in the Statement of Financial Position are shown
inclusive of GST. Cash flows are presented in the Statement of Cash Flows on a gross basis and GST component of
cash flows arising from investing and financing activities, which are recoverable from, or payable to, the Taxation
Authority, are classified as operating cash flow.

Trade and other payables

These amounts represent liabilities for goods and services provided to the Group prior to the end of financial year
which are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition. Trade and other
payables are presented as current liabilities unless payment is not due within 12 months after the reporting period.
They are recognised initially at their fair value and subsequently measured at amortised cost using the effective
interest method.

Borrowings

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently
measured at amortised cost. Any difference between the proceeds (net of transaction costs) and the redemption
amount is recognised in profit or loss over the period of the borrowings using the effective interest method. Fees paid
on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that it is probable
that some or all of the facility will be drawn down. In this case, the fee is deferred until the draw down occurs. To the
extent there is no evidence that it is probable that some or all of the facility will be drawn down, the fee is capitalised
as a prepayment for liquidity services and amortised over the period of the facility to which it relates.
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Borrowing costs

General and specific borrowing costs that are directly attributable to the acquisition, construction or production of
a qualifying asset are capitalised during the period of time that is required to complete and prepare the asset for its
infended use or sale. Qualifying assets are assets that necessarily take a substantial period of time to get ready for
their intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation.

Other borrowing costs are expensed in the period in which they are incurred.

Business combinations

The acquisition method of accounting is used to account for business combinations regardless of whether equity
instruments or other assets are acquired.

The consideration transferred is the sum of the acquisition-date fair values of the assets transferred. For each business
combination, the non-controlling interest in the acquiree is measured at fair value. All acquisition costs are expensed
as incurred to profit or loss.

On the acquisition of a business, the consolidated entity assesses the financial assets acquired and liabilities assumed
for appropriate classification and designation in accordance with the contractual terms, economic conditions, the
consolidated entity's operating or accounting policies and other pertinent conditions in existence at the acquisition-
date.

The difference between the acquisition-date fair value of assets acquired, liabilities assumed and any non-controlling
interest in the acquiree and the fair value of the consideration transferred is recognised as goodwill.

Business combinations are initially accounted for on a provisional basis. The acquirer retrospectively adjusts the
provisional amounts recognised and also recognises additional assets or liabilities during the measurement period,
based on new information obtained about the facts and circumstances that existed at the acquisition-date. The
measurement period ends on either the earlier of (i) 12 months from the date of the acquisition or (i) when the
acquirer receives all the information possible to determine fair value.

Principles of consolidation
Subsidiaries

Subsidiaries are all entities over which the Group has control. The Group controls an entity when the Group is
exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to affect those
returns through its power to direct the activities of the entity. Subsidiaries are fully consolidated from the date on
which control is transferred to the Group. They are deconsolidated from the date that control ceases.

The acquisition method of accounting is used to account for business combinations by the Group.

Intercompany transactions, balances and unrealised gains on transactions between Group companies are eliminated.
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the transferred
asset. Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies

adopted by the Group.
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Income tax

The income tax expense or credit for the period is the tax payable on the current period’s taxable income based on
the applicable income tax rate adjusted by changes in deferred tax assets and liabilities attributable to temporary
differences and to unused tax losses.

Deferred tax assets are recognised only if it is probable that future taxable amounts will be available to utilise those
temporary differences and losses.

Current and deferred tax is recognised in profit or loss.

Due to the principle of mutual income, a significant portion of the receipts recognised as income represents amounts
received from members and does not represent income of the consolidated entity for income tax purposes.

Employee benefits
i) Short-term obligations

Liabilities for wages and salaries, including non-monetary benefits and accumulating sick leave that are expected

to be seftled wholly within 12 months after the end of the period in which the employees render the related service
are recognised in respect of employees’ services up to the end of the reporting period and are measured at the
amounts expected to be paid when the liabilities are settled. The liabilities are presented as current employee benefit
obligations in the balance sheet.

i) Other long-term employee benefit obligations

The liabilities for long service leave are not expected to be settled wholly within 12 months after the end of the period
in which the employees render the related service. They are therefore measured as the present value of expected
future payments to be made in respect of services provided by employees up to the end of the reporting period using
the projected unit credit method. Consideration is given to expected future wage and salary levels, experience of
employee departures and periods of service. Expected future payments are discounted using market yields at the end
of the reporting period of high quality corporate bonds with terms and currencies that match, as closely as possible,
the estimated future cash outflows. Remeasurements as a result of experience adjustments and changes in actuarial
assumptions are recognised in profit or loss.

The obligations are presented as current liabilities in the balance sheet if the entity does not have an unconditional
right to defer settlement for at least twelve months after the reporting period, regardless of when the actual settlement
is expected to occur.

Rounding of amounts

The company is of a kind referred to in the ASIC legislative Instrument 2016/191 relating fo ‘rounding off’ of
amounts in the financial report. Amounts have been rounded off in accordance with the instrument fo the nearest
dollar.

Contract liabilities

Contract liabilities represent the consolidated entity's obligation to transfer goods or services to a customer and are
recognised when a customer pays consideration, or when the consolidated entity recognises a receivable to reflect its
unconditional right to consideration (whichever is earlier) before the consolidated entity has transferred the goods or
services to the customer.
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The preparation of the financial statements requires management to make judgements, estimates and assumptions
that affect the reported amounts in the financial statements. Management continually evaluates its judgements

and estimates in relation to assets, liabilities, contingent liabilities, revenue and expenses. Management bases its
judgements, estimates and assumptions on historical experience and on other various factors, including expectations
of future events management believes to be reasonable under the circumstances. The resulting accounting judgements
and estimates will seldom equal the related actual results. The judgements, estimates and assumptions that have

a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year are discussed below.

Allowance for expected credit losses

The allowance for expected credit losses assessment in relation to trade receivables requires a degree of estimation
and judgement. It is based on the lifetime expected credit loss, grouped based on days overdue, and makes
assumptions fo allocate an overall expected credit loss rate for each group. These assumptions include historical
collection rates.

Estimation of useful lives of assets

The consolidated entity determines the estimated useful lives and related depreciation and amortisation charges for its
property, plant and equipment and finite life intangible assets. The useful lives could change significantly as a result
of property prices, technical innovations or some other event. The depreciation and amortisation charge will increase
where the useful lives of assets are less than previously estimated or technically obsolete. Non-strategic assets that
have been abandoned or sold will be written off or written down.

Impairment of non-financial assets other than goodwill and other indefinite life intangible assets

The consolidated entity assesses impairment of non-financial assets other than goodwill and other indefinite life
infangible assets at each reporting date by evaluating conditions specific to the Group and to the particular asset
that may lead to impairment. If an impairment trigger exists, the recoverable amount of the asset is determined. This
involves fair value less costs to sell or value-in-use calculations, which incorporate a number of key estimates and
assumptions including:

e Bed occupancy % increasing over the year as vaccine rollout stabilises state and territory border closures in the
range as from 30% up to 60% by the end of the year.

*  Average bed rates increasing as demand from Australians strengthens and in the range of $25 in competitive
locations with less demand and up to $60 in higher demand locations.

. No international travel until 2022.

e Discount rate in the range of 9-12% and capitalisation rates in the range from 6% to 12%.

Goodwill and other indefinite life intangible assets

The consolidated entity tests annually, or more frequently if events or changes in circumstances indicate impairment,
whether goodwill and other indefinite life intangible assets have suffered any impairment, in accordance with the
accounting policy earlier stated in note 1. The recoverable amounts of cash-generating units have been determined
based on value-in-use calculations. These calculations require the use of assumptions, including estimated discount
rates based on the current cost of capital and growth rates of the estimated future cash flows.
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Deferred Tax Assets
Recovery of tax losses

The consolidated entity does not regard it as appropriate to recognise in its financial statements any possible future
income tax benefit arising from tax losses and other timing differences as there is no probability of recovery of these
benefits.

Lease term

The lease term is a significant component in the measurement of both the right-of-use asset and lease liability.
Judgement is exercised in determining whether there is reasonable certainty that an option to extend the lease or
purchase the underlying asset will be exercised, or an option to terminate the lease will not be exercised, when
ascerfaining the periods to be included in the lease term. In determining the lease term, all facts and circumstances
that create an economical incentive fo exercise an extension option, or not to exercise a termination option, are
considered at the lease commencement date. Factors considered may include the importance of the asset to the
consolidated entity's operations; comparison of terms and conditions to prevailing market rates; incurrence of
significant penalties; existence of significant leasehold improvements; and the costs and disruption to replace the
asset. The consolidated entity reassesses whether it is reasonably certain to exercise an extension option, or not
exercise a termination option, if there is a significant event or significant change in circumstances.

Incremental borrowing rate

Where the interest rate implicit in a lease cannot be readily determined, an incremental borrowing rate is estimated
to discount future lease payments to measure the present value of the lease liability at the lease commencement date.
Such a rate is based on what the consolidated entity estimates it would have to pay a third party to borrow the funds
necessary to obtain an asset of a similar value to the right-of-use asset, with similar terms, security and economic
environment.
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2020 2019
$ $

Revenue with contracts with customers
Hostel 17,253,009 39,549,500
Catering 372,767 1,265,051
Travel & tours commission 145,977 653,940
Other hostel revenue 761,345 2,017,335
Sundry revenue 390,701 689,814
Revenue from contracts with customers 18,923,799 44,175,640
All revenue from contracts with customers is recognised at a point in time
Other revenue
Membership 290,418 581,234
Government subsidies 5,274,864 =
Rent 577,411 1,426,865
Total other revenue 6,142,693 2,008,099
Total revenue 25,066,492 46,183,739
Other income
Gain on disposal of property, plant & equipment 6,106,414 -
Other income 6,106,414 =

The property in Glebe Point was sold in June 2020 to mitigate liquidity risk caused by the closure of international

borders. The company was eligible for the JobKeeper wage subsidy from April to December 2020 and received other

government assistance to support business through the COVID-19 pandemic.
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2020 2019

$ $

Salaries and wages 12,697,330 18,123,380
Superannuation 1,195,902 1,833,057
Other benefits 499,652 1,188,979
Employee benefits 14,392,884 21,145,416
Depreciation of property plant & equipment 5,238,218 5,415,523
Amortisation of software 372,222 457,596
Amortisation of lease assets 1,109,149 1,208,601
Depreciation and amortisation 6,719,589 7,081,720
Borrowing costs 95,000 3,114
Bank interest 2,550,902 3,477,928
Bank interest — fixed contract break costs 3,163,000 =
Insurance premium 12,793 1,401
Lease liability interest 183,267 236,650
Fair value (gain) loss on interest rate swaps (1,586,170) 1,246,551
Finance costs 4,418,792 4,965,644
Cost of goods sold 238,968 883,533
Loss on disposal of property, plant & equipment - 149,305
Operating expenses 4,341,170 8,209,831
Administration, marketing and insurance 4,662,782 6,086,030
Property expenses 1,786,515 2,477,307
Other expenses 11,029,435 17,806,006

27



NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2020 (CONTINUED)

2020 2019
$ $
a) Reconciliation of effective tax rate
Income tax benefit using the domestic corporation
fax rate of 26% (2019: 27.5%) (2,638,145) (1,668,849)
Add / (subtract) tax effect of:
Income and expenses exempt under principle of mutuality 1,740,130 1,231,424
Income tax losses not recognised as deferred tax asset 898,015 437,425
Assessable gain on disposal of property, plant and equipment - -
Income tax expense - -
b) Principle of mutuality
The estimated amount of income subject to the mutuality
principle is 95% (2019: 95%).
¢) Unrecognised tax losses
The following tax losses from non-mutual income have not
been brought to account as a deferred tax asset:
YHA Ltd 11,096,372 13,829,596
YHA Queensland 3,392,589 2,864,546
YHA WA Pty Ltd - 1,777,771
Tax losses 14,488,961 18,471,913
The consolidated entity does not regard it as appropriate to recognise
in its financial statements any possible future income tax benefit
arising from the aforementioned tax losses and other timing differences
as there is no probability of recovery of this benefit.
Cash on hand 40,427 70,403
Cash at bank 2,450,628 2,241,128
Cash on deposit 21,623 34,459
2,512,678 2,345,990
a) Reconciliation to cash and cash equivalents at the end of
the financial year
The above figures are reconciled to cash and cash equivalents
at the end of the financial year as shown in the statement
of cash flows as follows:
Balances as above 2,512,678 2,345,990
Bank overdraft (per note 15) (665,686) (424,543)
Balance as per statement of cash flows 1,846,992 1,921,447
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2020 2019
$ $
Trade receivables 301,822 751,638
Provision for expected credit losses (107,154) -
194,668 751,638
Government subsidies 561,964 =
756,632 751,638
Allowance for expected credit losses
The consolidated entity has recognised a loss of $107,154 in
profit or loss in respect of the expected credit losses for the year
ended 31 December 2020.
Finished goods 58,014 62,730
58,014 62,730
Current
Prepayments 875,653 1,015,268
875,653 1,015,268
Freehold Land and Building
At cost 11,651,776 _
Less: Accumulated depreciation (1,175,371) -
Total non-current assets classified as held for sale 10,476,405 -

In response fo the liquidity needs of the company as a result of the COVID-19 pandemic, a number of assets of the
company have been held for sale, including Perth City YHA, Coffs Harbour YHA, Gold Coast land. Each of these
properties is under an agent’s agreement to sell, when an appropriate price and settlement arrangement can be

negotiated.
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2020 2019
$ $
Freehold Land and Buildings
At cost 105,606,846 123,456,956
Less: Accumulated depreciation (30,468,735) (30,662,848)
75,138,111 92,794,108
Leasehold Land and Buildings
At cost 50,226,176 50,211,497
Less: Accumulated depreciation (12,953,847) (11,773,198)
37,272,329 38,438,299
Plant and Equipment
At cost 19,975,979 21,581,450
Less: Accumulated depreciation (13,472,527) (13,179,340)
6,503,452 8,402,110
Work in progress — at cost 449,147 739,624
Total Property, Plant and Equipment 119,363,039 140,374,141
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2020 2019
$ $

The following are movements in the carrying amounts for each class
of property, plant and equipment between the beginning and the end
of the current financial year:
Freehold Land & Buildings
Balance at the beginning of the year 92,794,108 95,882,287
Additions 222,671 586,937
Disposals (406,158) (33,55¢)
Transfers 18,111 101,378
Transfer to non-current assets held for sale (10,296,715) =
Impairment expense (4,763,667) (1,240,031)
Depreciation expense (2,430,239 (2,502,907)
Carrying amount at the end of the year 75,138,111 92,794,108
Leasehold Land & Buildings
Balance at the beginning of the year 38,438,299 39,609,642
Additions 14,679 33,407
Transfers - (5,455)
Depreciation expense (1,180,649) (1,199,295)
Carrying amount at the end of the year 37,272,329 38,438,299
Plant & Equipment
Balance at the beginning of the year 8,402,110 8,162,470
Additions 156,536 1,620,364
Disposals (346,680) (117,401)
Transfers 98,507 478,835
Transfer to non-current assets held for sale (179,691) -
Impairment - (28,837)
Depreciation expense (1,627,329) (1,713,321)
Carrying amount at the end of the year 6,503,452 8,402,110
Work in progress
Balance at the beginning of the year 739,624 1,079,295
Additions (174,038) 282,907
Transfers (116,439) (622,578)
Carrying amount at the end of the year 449,147 739,624
Total
Balance at the beginning of the year 140,374,141 144,733,694
Additions 219,848 2,523,615
Disposals (752,838) (150,957)
Transfers from (to) intangibles 13 179 (47,820)
Transfer to non-current assets held for sale 10 (10,476,406) -
Impairment expense (4,763,667) (1,268,868)
Depreciation expense 4 (5,238,218) (5,415,523)
Carrying amount at the end of the year 119,363,039 140,374,141
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The Group leases office and hostel premises as well as specialised information technology equipment for periods not
exceeding 5 years. The Group is required to return the underlying assets in a specified condition at the end of the
lease term. This note provides information for leases where the group is a lessee.

At the commencement date of a lease (other than leases of 12-months or less and leases of low-value assets), the
Group recognises a lease asset representing its right of use to the underlying asset and a lease liability representing
its obligation to make lease payments.

Leases pertfain fo properties leased for the provision of accommodation to members, the administration of the entity
and [T infrastructure services. The leases typically run for periods up to 5 years with varying terms and renewal
options except for Thredbo YHA (to 2057), Sydney Harbour YHA variable lease payments (to 2108) and Fremantle
Prison YHA (to 2024). In 2019 the new accounting standard AASB 16 leases was adopted to recognise lease assets

and lease liabilities.

2020 2019
$ $
i) Amounts recognised in the statement of financial position:
Carrying value of lease assets, by class of underlying asset:
Land and buildings 4,182,590 6,013,580
Carrying amount at the end of the year 4,182,590 6,013,580
Reconciliation of the carrying amount of lease assets at the
beginning and end of the year:
Carrying amount at the beginning of the year 6,013,580 6,932,401
Additions - 289,780
Disposals (721,841) -
Amortisation (1,109,149) (1,208,601)
Carrying amount at the end of the year 4,182,590 6,013,580
Lease liabilities
Current 1,017,143 1,129,310
Non-current 3,347,751 4,966,166
4,364,894 6,095,476
ii) Amounts recognised in the statement of comprehensive income:
Interest expense (included in finance costs) (183,267) (236,650)
Expenses relating to shortterm leases (included in property expenses) (93,347) (97,031)
Expense (income) relating to variable lease payments not included
in lease liabilities (included in property expenses) (84,985) (210,459)
The total cash outflow for leases was: (1,370,340) (1,568,778
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2020 2019

$ $

Licences — at cost 116,681 116,681
Licences 116,681 116,681

The recoverable amount of the Liquor Licence is determined based on value-in-use calculations. Value-in-use is
calculated based on the present value of cash flow projections over a 10-year period with the period extending

beyond five years extrapolated using an estimated growth rate.

Goodwill — at cost 2,064,101 2,064,101
Goodwill — accumulated amortisation (400,000) (400,000)
1,664,101 1,664,101

The recoverable amount of the Goodwill is determined together with the cash-generating unit which includes property,
plant and equipment and is based on value-in-use calculation.

Computer software — at cost 4,317,492 4,293,131

Less: accumulated amortisation (4,043,894) (3,681,672)
273,598 611,459

Total intangible assets 2,054,380 2,392,241

The following are movements in the carrying amounts for each class of liquor licence, goodwill and computer
software between the beginning and the end of the current financial year.

LICENCES GOODWILL COMPUTER TOTAL
SOFTWARE
$ $ $ $
Carrying amount at the beginning of the year 116,681 1,664,101 611,459 2,392,241
Additions - - 34,539 34,539
Transfers to property, plant and equipment - - (179) (179)
Amortisation charge (Note — 4) - - (372,222) (372,222)
Carrying amount at the end of the year 116,681 1,664,100 273,598 2,054,379
2020 2019
$ $
Current

Trade creditors 404,392 456,576
Accrued expenses 1,406,781 1,813,994
BAS payable 44,036 245,238
Other payables 165,962 667,198
2,021,171 3,183,006

Non-current
Rental bonds 25,224 48,339
25,224 48,339
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2020 2019
$ $
Current

Bank overdraft 665,686 424,543
Insurance premium funding 477,810 482,305
Bank loans - 88,237,000
1,143,496 89,143,848

Non-current
Bank loans 91,400,000 =
Total Borrowings 92,543,496 89,143,848

1.

The ANZ facility consists of a Cash Advance Facility of $91,400,000 for YHA Ltd borrowings which has two

years until termination in January 2023. The facility allows prepayment and with any prepayment a permanent
reduction in the facility. Prepayments are not required. The ANZ facility includes an overdraft of $1,500,000 (2019:
$1,500,000); a facility for corporate credit cards of $200,000, a facility for electronic payments ($500,000) and
bank guarantees ($700,000) for security of leasehold hostel and office properties. During the year an additional
overdraft facility ($5,000,000) was established and drawn to bridge the initial impact of the COVID-19 pandemic.
This overdraft extension was repaid and cancelled, when the proceeds from the sale of the Glebe Point YHA were
received.

2. The bank facilities are secured by a first ranking fixed and floating charge over all the assets of the group and
first ranking mortgages over 21 hostel properties. The covenants within the bank borrowings require the group to
maintain the loan to value ratio at less than or equal to 55% and an interest cover ratio of earnings before interest,
tax, depreciation and amortisation (EBITDA) less provision for capital expenditure of 4% of hostel revenue over
interest expense greater than or equal to 1.4 times.

3. The Group did not comply with the financial covenants of its borrowing facilities during the 2020 reporting period.
The breach has been reported to ANZ Bank and a request for no action to be taken made and a waiver for the
inferest cover ratio financial covenant granted prior to year end. This waiver is the reason that the borrowings have
been classified as non-current, as there is no requirement at the time of this report to repay these loans within the
2021 year.

2020 2019

The bank facilities as at the balance date are: $ $

Credit facilities 93,100,000 89,937,000

Amount utilised 92,065,686 88,661,543

Amount unutilised 1,034,314 1,275,457

The unused credit facilities consist of cash advance development facility of $nil (2019: $nil), bank overdraft

$834,314 (2019: $1,075,457) and corporate card facility $200,000 (2019: $200,000).
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2020 2019
$ $

Assets Pledged as Security
The carrying amounts of assets pledged as security are:
First mortgage and floating charges
Total assets 131,893,824 142,766,382
Independent valuations of inferest in Land & Buildings
2019 4,000,000 4,000,000
2018 29,455,000 29,455,000
2017 200,705,000 205,805,000
2015 825,000 825,000
Total 234,985,000 240,085,000

The total independent valuation reports value of $234,985,000 representing 26 freehold and leasehold properties.

A value for the hostel at Fremantle Prison YHA has been included. The written down value of these properties in the
financial report is $128,941,767 and they are recorded at cost or deemed cost as at transfer date. Independent
valuations required by the cash facility were deferred from 2020 to 2021 to save on the cash cost of the valuations as
well as market uncertainty and volatility caused by the COVID-19 pandemic.

Current
Employee benefits 1,781,527 2,266,436
1,781,527 2,266,436
Non-current
Employee benefits 163,604 174,186
163,604 174,186
Aggregate liability for employee benefits provision including on-costs:
Employee benefits 1,945,131 2,440,622
EMPLOYEE
ENTITLEMENTS
$
Movements in provisions
Balance at the beginning of the year 2,440,622
Additions 1,360,608
Amounts utilised (1,856,099)
Balance at the end of the year 1,945,131
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2020 2019
$ $
Current
Bookings in advance 2,304,934 3,215,979
Deferred revenue 56,327 77,220
2,361,261 3,293,199
The group has the following derivative financial instruments:
Current
Interest rate swap contracts — non-hedging 216,988 1,083,502
Non-current
Interest rate swap contracts — non-hedging 734,790 1,454,446
951,778 2,537,948

The fair value of financial instruments that are not traded in an active market is determined using valuation techniques
which maximise the use of observable market data and rely as litle as possible on entity-specific estimates. This
classifies them as Level 2 financial instruments. In 2020 the fair value has been determined by reference to the ANZ
Bank value of the interest rate swap agreements as at 31 December 2020. The fair value of interest rate swaps is
calculated as the present value of the estimated future cash flows based on observable yield curves.

Derivatives are classified as held for trading and accounted for at fair value through the Statement of Profit or Loss and

Other Comprehensive Income unless they are designated as hedges. They are presented as current assets or liabilities
if they are expected to be seftled within 12 months after the end of the reporting period.

2020 2019
$ $
a. Capital commitments
Capital expenditure commitments contracted for:
Capital expenditure projects 335,627 724,646
335,627 724,646

b. Other commitments

The Company has a Lease Agreement with the Property NSW (formerly Sydney Harbour Foreshore Authority) to
operate a Youth Hostel and Education Centre in The Rocks, Sydney. The lease requires a contribution to a sinking fund
to be used for the maintenance of The Rocks Big Dig archaeology site which the hostel sits over. This sinking fund is
capped at $605,000 and increases annually by CPI adjustment as does the contribution per overnight since 2009.

36



NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2020 (CONTINUED)

All transactions between the company and its controlled entities are eliminated on consolidation. There were no other
related party transactions occurring during the year. The Directors of the company are all Directors of the controlled
entities. Directors are reimbursed for expenses incurred in attending meetings in accordance with Directors’ expense
policy and from the April 2018 Annual General Meeting have been remunerated, in accordance with the Constitution.
Disclosures relating to key management personnel are set out in Note 22.

Financial risk management objectives

The consolidated entity’s activities expose it fo financial risks including inferest rate risk and liquidity risk. The
consolidated entity’s overall risk management program focuses on the unpredictability of financial markets and seeks to
minimise potential adverse effects on the financial performance of the consolidated entity. The consolidated entity uses
financial instruments such as fixed interest rate contracts to reduce certain interest rate risk exposures. These contracts
are exclusively used to minimise interest rate risk, i.e. not as trading or other speculative instruments. The consolidated
entity uses different methods to measure different types of risk to which it is exposed. These methods include sensitivity
analysis in the case of interest rate risk and cash flow forecasting for liquidity risk.

Risk management is carried out by the Executive Leadership Team, finance executives ('finance’) and the Audit &
Risk Committee under policies approved by the Board. These policies include identification and analysis of the risk
exposure of the consolidated entity and appropriate procedures, controls and risk limits. Finance identifies, evaluates
and mitigates financial risks within the consolidated entity and reports to the Board on a monthly basis.

Interest rate risk

The consolidated entity’s main interest rate risk arises from long-term borrowings with variable rates, which expose

the consolidated entity to cash flow inferest rate risk. The policy is fo maintain at least 50% and up to 95% of its
borrowings at a fixed rate using interest rate swaps to achieve this when necessary.

The consolidated entity manages its cash flow interest rate risk by using floating-tofixed interest rate swaps. Under
these swaps, the consolidated entity agrees with other parties to exchange, at specified intervals, the difference
between fixed contract rates and floating rate interest amounts calculated by reference to the agreed notional principal
amounts. Generally, the consolidated entity raises long-term borrowings at floating rates and swaps them into fixed
rates that are lower than those available if the consolidated entity borrowed at fixed rates directly.

Liquidity risk

Vigilant liquidity risk management requires the consolidated entity to maintain sufficient liquid assets (mainly cash and
cash equivalents) and available borrowing facilities to be able to pay debts as and when they become due and payable.
The consolidated entity manages liquidity risk by maintaining adequate cash reserves and available borrowing
facilities by continuously monitoring actual and forecast cash flows and matching the maturity profiles of financial
assets and liabilities. The 2020 COVID-19 pandemic triggered the Company’s most significant risk as it required the
long term closure of the Australian border to international travellers and also closed internal state and territory borders
to Australians and visitors who stayed in Australia. The mitigation of this risk is to manage cash reserves from careful
control and reduction of cash costs and replenish cash reserves, if required from the sale of property. Some of these
properties selected for this purpose are disclosed as assets held for sale.

Foreign currency risk
The consolidated entity is not exposed to any significant foreign currency risk.

Price risk
The consolidated entity is not exposed to any significant price risk.

Credit risk
The consolidated entity is not exposed to any significant credit risk.
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Key management personnel include the Directors listed in the Directors’ Report, the Chief Executive Officer, Head of
Commercial, Business Administration Manager, Head of People and Culture, Head of Property Quality & Compliance,
Chief Financial Officer, Area Managers, Financial Controller/Innovation & Transformation Manager and Chief
Information Officer. It is noted that there was a key management restructure during the year including the CEO
transition and the departure of a number of key management, costs relating to this restructure are included in the
compensation figures. Total compensation is shown as follows:

Key management personnel — excluding directors SALARY SUPERANNUATION TOTAL

$ $ $
2020 2,116,063 137,480 2,253,543
2019 1,670,087 155,998 1,826,085
Directors SALARY SUPERANNUATION TOTAL

$ $ $
2020 43,833 3,187 47,020
2019 90,834 8,629 99,463

All Directors are members of the company and receive remuneration for their services as approved by the Members at
the 2018 Annual General Meeting. They are also entitled to receive, upon application, discounts no more favourable
than those available to all members and expense reimbursements for travel costs for attending meetings and training
approved by the company.

The Directors remuneration is $10,000 per annum plus superannuation per director and is paid pro-rata for Directors
who join after the AGM. Additional remuneration of $2,500 plus superannuation is also paid to Directors who hold
the office of Vice Chair and Committee Chairs. Additional remuneration of $5,000 plus superannuation for the Chair.
(note: many Directors chose to forego the remuneration during the 9 months April to December 2020 to assist with
cash management).

Key management personnel — including directors SALARY SUPERANNUATION TOTAL

$ $ $
2020 2,159,896 140,667 2,300,563
2019 1,760,921 164,627 1,925,548
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PARENT ENTITY

2020 2019
$ $

Set out below is the supplementary information about the parent entity.
Statement of comprehensive income
Surplus (deficit) after income tax (1,206,143) (2,953,470)
Total current assets 14,679,386 4,175,626
Total assets 134,658,081 138,375,592
Total current liabilities 8,544,064 100,074,474
Total liabilities 104,206,243 106,717,611
Equity
Total equity 30,451,838 31,657,981

Contingent liabilities

The parent entity had no contingent liabilities as at 31 December 2020.

Capital commitments

The parent entity had capital commitments for property, plant & equipment as at 31 December 2020 of $335,627
and 31 December 2019 of $724,646.

Significant accounting policies

The accounting policies of the parent entity are consistent with those of the consolidated entity, as disclosed at note 1.

Subsequent Events

The lease of the office at Level 3, 9 Castlereagh Street was sublet from 1 March 2021 for the remainder of the term to
April 2022. The registered address of the company was changed to 11 Rawson Place, Haymarket NSW 2000. The
Perth City YHA, a hostel which was classified as held for sale at year end, was contracted to be sold for a sale price
of $5,500,000 on 17 February 2021.
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2020 2019
$ $

Deficit after income tax (10,146,713) (6,068,544)
Non-cash flows in (deficit)
Depreciation and amortisation 6,719,589 7,081,720
Impairment of property, plant & equipment 4,763,667 1,268,868
(Gain) loss on fair value adjustment to derivatives (1,586,170) 1,246,551
(Profit) on sale of property, plant & equipment (6,106,414) -
Loss on sale or disposal of property, plant & equipment - 149,305
Changes in assets and liabilities
(Increase) in receivables (4,994) (116,364)
Decrease / (increase) in inventory 4,716 (10,278)
Decrease / (increase) in other assets 139,615 (159,656)
(Decrease) in payables (1,354,963) (613,776)
(Decrease) / increase in provisions (495,491) 127,879
(Decrease) / increase in contract liabilities (931,938) 248,070
Net cash (used in) / provided by operating activities (8,999,096) 3,153,775

The company is authorised to fundraise under the Charitable Fundraising Act 1991 (NSW). No charitable fundraising
appeals were conducted during the year and as such the company did not utilise this authority in order to meet its

charitable fundraising purposes.

The lease of the office at Level 3, 9 Castlereagh Street was sublet from 1 March 2021 for the remainder of the term to
April 2022. The registered address of the company was changed to 11 Rawson Place, Haymarket NSW 2000. The
Perth City YHA, a hostel which was classified as held for sale at year end, was contracted to be sold for a sale price
of $5,500,000 on 17 February 2021. No other matter or circumstance has arisen since 31 December 2020 that has
significantly affected, or may significantly affect the consolidated entity’s operations, the results of those operations, or

the consolidated entity’s state of affairs in future financial years.
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Auditor’s Independence Declaration
To the Directors of YHA Ltd
ABN 94 008 387 791

In relation to the independent audit for the year ended 31 December 2020, to the best of my
knowledge and belief there have been:

i.  no contraventions of the auditor’s independence requirements of the Corporations Act
2001; and
ii.  no contraventions of any applicable code of professional conduct.

This declaration is in respect of YHA Ltd and the entities it controlled during the year.

Ml o Alradlr

Melissa Alexander
Partner

Pitcher Partners
Sydney

17 February 2021

Adelaide Brisbane Melbourne Newcastle Perth Sydney @ bakertill.y A1
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DIRECTORS” DECLARATION

The Directors of YHA Ltd declare that:

1. The financial statements and notes, as set out on pages 11 to 40, are in accordance with the Corporations Act 2001, and:

a.  Comply with Australian Accounting Standards — Reduced Disclosure Requirements and the Corporations Regulations
2001 and other mandatory professional reporting requirements; and

b.  Give a true and fair view of the consolidated entity’s financial position as at 31 December 2020 and of its
performance for the financial year ended on that date.

2. In the Directors’ opinion there are reasonable grounds to believe that the company will be able to pay its debts as and
when they become due and payable.

3. Charitable Fundraising Act 1991 (New South Wales (NSW))
The financial operations of the Company are in accordance with the Charitable Fundraising Act 1991 (the Act), including:

i.  the financial report shows a true and fair view of the financial results of fundraising appeals for the year ended 31
December 2020;

ii.  the financial report and associated records have been properly kept during the year in accordance with the Act;

iii. money received as a result of fundraising appeals conducted during the year ended 31 December 2020 has been
properly accounted for and applied in accordance with the Act; and

iv.  as at the date of this statement there are reasonable grounds to believe that the Group will be able to pay its debts
as and when they fall due.

This declaration is made in accordance with a resolution of the Board of Directors.

On behalf of the Directors.

\@M[é —F

Tracey Powell Simon Spicer
Director Director
17 February 2021 17 February 2021
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Independent Auditor’s Report

To the Members of YHA Ltd Postal Address
ABN 94 008 387 791 Sydney NSW 2001

p. +61 29221 2099
e. sydneypartners@pitcher.com.au

Report on the Financial Report
Opinion

We have audited the financial report of YHA Ltd (the Company) and its subsidiaries (the Group), which comprises
the consolidated statement of financial position as at 31 December 2020, the consolidated statement of profit or
loss and other comprehensive income, consolidated statement of changes in equity and consolidated statement of
cash flows for the year then ended, notes to the financial statements, including a summary of significant
accounting policies and other explanatory information, and the directors declaration.

In our opinion, the financial report of the Group is in accordance with the Corporations Act 2001, including:

a) giving a true and fair view of the Group’s financial position as at 31 December 2020 and of its performance
for the year ended on that date; and

b) complying with Australian Accounting Standards — Reduced Disclosure Requirements and the Corporations
Regulations 2001.

Additionally, in our opinion, the financial report gives a true and fair view with the provisions of the Charitable
Fundraising Act 1991 (NSW).

Basis for Opinion

We conducted our audit in accordance with Australian Auditing Standards. 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 Group in accordance with the auditor independence requirements of the
Corporations Act 2001 and the ethical requirements of the Accounting Professional and Ethical Standards Board’s
APES 110 Code of Ethics for Professional Accountants (including Independence Standards) (the Code) that are
relevant to our audit of the financial report in Australia. We have also fulfilled our other ethical responsibilities in
accordance with the Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 1b) Going Concern in the financial report, which indicates that the Coronavirus
pandemic has created uncertainty as to when the Group may recommence full operations. As stated in Note 1b)
Going Concern these events or conditions, along with other matters set forth in Note 1b) Going Concern, indicate
a material uncertainty exists that may cast significant doubt on the Group’s ability to continue as a going concern.
Our opinion is not modified in respect of this matter.

Other Information

The directors are responsible for the other information. The other information comprises the information included in
the Directors Report for the year ended 31 December 2020, but does not include the financial report and our
auditor’s report thereon.

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 and, in doing
so, consider whether the other information is materially consistent with the financial report or our knowledge
obtained in the audit or otherwise appears to be materially misstated.
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If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the Financial Report

The directors of the Company are responsible for the preparation of the financial report that gives a true and fair
view in accordance with Australian Accounting Standards — Reduced Disclosure Requirements and the
Corporations Act 2001 and for such internal control as the directors determine is necessary to enable the
preparation of the financial report that gives a true and fair view and is free from material misstatement, whether
due to fraud or error.

In preparing the financial report, the directors are responsible for assessing the ability of the Group to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the Group or to cease operations, or has no realistic
alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance
with the Australian Auditing Standards will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and 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 the Australian Auditing Standards, we exercise professional judgement and
maintain professional scepticism throughout the audit. We also:

o 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.

e 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 Group’s internal control.

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

e Conclude on the appropriateness of management’s 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 Group’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 Group to cease to continue as a going concern.

e 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 those charged with governance 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.

Mol o, Aloredler Pitcler Partmatrs

Melissa Alexander Pitcher Partners

Partner Sydney
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