


















































MEDIA

YHA is pro-active on social media, including
generating a range of unique content for YouTube,
Instagram and Facebook. Liaison with traditional
media and influencers also took place throughout
the year, resulting in coverage of YHA in a range
of Australian and international print, broadcast and

social media (including promotion of the hashtag
#YHAO?Z).

PARTNERS

YHA works with a large range of domestic and
international partners including tourism bodies, travel
agents and tour operators. YHA's accommodation

is sold in specialised agents overseas, and also
included in Working Holiday Maker arrival
packages. YHA works closely with state tourism
bodies, as well as the national organisation, Tourism
Australia, to encourage visitation to Australia by
young Free Independent Travellers (FITs).

INTERNATIONAL COLLABORATION

During the year, close collaboration took place with
sister organisations from Hostelling International (HI).
A Pacific Rim Marketing Group, comprising of HI USA,
HI Canada, YHA New Zealand and YHA Australia,
convenes regularly, to pool resources and expertise,
and plan joint research and campaigns.

In June 2018, over twenty representatives from eight
international associations (Australia, New Zealand,
China, Hong Kong, South Korea, Japan, Thailand and
Pakistan) met at Sydney Harbour YHA for a two-day
Asia-Pacific Marketing Forum. Chaired by the visiting
CEO of Hostelling International, Darren Barker, the
meeting worked on inter-regional cooperation, analysed
guest trends and marketing initiatives, and shared
knowledge on website development, eMembership and
partner opportunities. Whilst in Sydney, the delegates
had the opportunity to experience the Vivid Festival that
lights up the Sydney Opera House and other cultural
precincts, as well as to visit the World Heritage

Blue Mountains area, and stay at the historic art

deco Blue Mountains YHA.

YHA hosted a Hostelling International Asia-Pacific Marketing Forum in Sydney









OUR FUTURE

STRATEGY

YHA's Strategic Plan, adopted in 2016, completed the
third year of a four year cycle. The Plan is built on the
major themes of Culture of Sustainability, Brand, Network
Development, Growth and Governance, and is YHA's
template for organisational development towards 2020.

In preparation for the next planning cycle, a major
review of the Plan took place at the end of 2018.

While the review confirmed that the overarching structure
remains valid, it recommended a range of improvements,
including:

®  Reclassifying Key Areas of Focus and Strategies to
reflect the current and expected tourism environment;

e A greater focus on member and guest experiences,
moving on from the previous internal and governance
focus that was necessary to complete organisational
mergers;

e Creating more effective management and
Board reporting tools;

*  Reviewing and updating the Strategic Plan on a more
frequent basis and moving from a fixed 4-yearly
planning interval, to a rolling plan.

¢ These recommendations were adopted in November
2018 and will be taken into consideration when the
Board and management develop the next iteration
of the Strategic Plan, kicking-off with a Strategic
Planning Conference in June 2019.

OUTLOOK

TOURISM TRENDS

Tourism into Australia has grown steadily, with 9.2 million
international visitor arrivals in 2018. Australia’s tourism
really began during the 1954 Melbourne Olympics, when
66,000 international visitors came. Since then, aided by
the launch in 1967 of the Australian Tourist Commission
(now Tourism Australia), and the large increase in aviation
capacity into Australia, the number of international visitors
has grown steadily. Each year, more visitors from further-
flung nations visit Australia to experience the unique
environment and experiences that this country offers.

The main impediments are distance and cost, however
projections are positive for continued growth in inbound
visitation, therefore the challenge for YHA is to keep

pace and be front of mind for youth travellers from

these countries.

YOUTH TOURISM

The International Visitor Survey records that there were
620,000 backpacker arrivals into Australia in 2018,
which was a decline from 646,000 the year before.
Seasonality and global events can have an impact, such
as the FIFA World Cup soccer tournament taking place in
June-July 2018 in Russia (avidly followed by supporters
from many key countries that YHA's guests come from,
which may have kept people from travelling long-haul

to Australia during this period). Overall, backpackers
stayed 42 million overnights in Australia in 2018,

with an average length of stay of 68 days and an average
spend of $7,000 each, contributing over $4 billion

to the economy.

WORKING HOLIDAY MAKERS

The Working Holiday Maker scheme is an important
reciprocal cultural exchange program with over forty
countries, enabling young people to spend time both
working and travelling in Australia, and vice versa.

It is highly valued by agricultural and tourism employers
in regional areas, particularly in Northern Australia.
These travellers are mobile and motivated, and are relied
upon fo fill casual and season jobs. Those Working
Holiday Makers who undertake three months of specified
work in regional areas during their first year visa are
eligible to apply for a second year visa.

In 2017-18, as a subset of the of total number of
backpackers in Australia, 210,456 Working Holiday
Makers visas were granted, which was slightly down on
the previous year. The scheme peaked five years prior,
and has been gradually in decline since. To address this,
new measures were introduced in 2018, including an
increase in the age of the visa limit to 35 (from 30) for
nationals from Ireland and Canada, and from 1 July 2019
the introduction of a potential third year visa for those
who undertake six months of specified work in regional
areas during their second year. Bi-lateral negotiations are
also underway with new countries with potential to join
the scheme. In 2019, a $7.5M Tourism Australia youth
campaign will aim to encourage visitation by highlighting
the many opportunities available for young people

from other countries to come to Australia on a Working
Holiday, for life-changing, character-building experiences
whilst here.
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OUR PEOPLE

HUMAN RESOURCES

At 31 December 2018

WORKFORCE PROFILE

At the year end, YHA employed 366 people in Australia,
from over fifty-five nations, creating a rich cultural diversity
of employees. The median age of staff was 30, with

64% being under 35 years old, and an average age of
28 years. The workforce profile was distributed between
females (57%) and males (43%), with the number working
either fulltime or permanent-part time at 85% (89% in
2017), and 85% of those working in the hostels.

COMMUNITY ENGAGEMENT

YHA has a strong sense of community with staff
working well together and supporting several local
charities, fund-raising and awareness-raising events.
In 2018, these included:

®  Participation in the Hostelling International (HI)
‘Sleep for Peace’ Day

®  Rotary Peacebuilding Conference

e  Australia’s Biggest Morning Tea (Cancer Council
fundraiser)

e  Clean up Australia Day

e  The World’s Greatest Shave (leukaemia
fundraiser)

e  Cooking for OzHarvest

®  Neverest (supporting the Australian Himalayan
Foundation)

®  The 24-hour Mega Swim for multiple
sclerosis (MS)

e NAIDOC week
e  Support of the Hutt Street Homeless Centre

in Adelaide
®  Beyond the Broncos Indigenous programs
e RUOK Day

*  Fundraising for the Lombok earthquake victims

®  The Adelaide Coastrek (supporting Beyond Blue)
e  Frocktober (supporting ovarian cancer research)
®  Movember (supporting men'’s health)

e A partnership with the Port Phillip EcoCentre

e Staff blood donations as a group fo the
Australian Red Cross.

TRAINING & DEVELOPMENT

YHA continued to implement the organisation’s Workforce
Development Plan, which sets out how to achieve the
organisation’s strategic and financial objectives through
efficient utilisation of human resource capacity.

Training and staff development are important components
of YHA's recruitment and retention, with both in-house and
external training provided. YHA conducts an induction
program for new staff and provides ongoing training in
sales and customer service, property management and
customer database systems, safety, staff management,
and Business Planning courses tailored specifically for

the organisation. YHA ensures that all senior hostel staff
are ‘Provide First Aid’ certified, and Mental Health First
Aid training is also provided for Hostel Managers and
Deputies. YHA also supports its staff in gaining further
qualifications relating to the business, by contributing

up to 50% of tuition fees for approved courses.

YHA encourages exchanges between hostels, and during
the year exchanges took place involving staff from several
hostels across the country. YHA also sent a staff member,
Alex Edson, from Adelaide Central YHA, to represent
Australia at HI's World Youth Rally in Korea, an event
which creates an educational platform for participants
from around the world to learn to respect each other’s
culture, and come up with ways to protect the environment
through teamwork and collaboration.

YHA also aftracted experienced industry managers from
outside of the organisation, bringing new ideas and
enthusiasm to their roles.

ONLINE INFORMATION & TRAINING

In 2018, YHA implemented a new online Learning
Management System, to enhance the organisation’s
robust elearning capabilities. Called ‘Trainee’, the
platform provides staff with access to a suite of engaging
interactive modules, facilitates registering for in-person
training, and allows for complete training records to be
attached to a staff member’s profile. ‘Trainee’ has proved
a valuable tool in disseminating key information to staff
as well as automating and streamlining the organisations’
training processes.

YHA's intranet, ‘Egor’, represents a valuable channel
of communication for all staff across the national
organisation, attracting record levels of engagement
throughout 2018. ‘Egor’ also provides an interactive
hub for YHA resources, giving staff from every corner
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OUR GOVERNANCE

GOVERNANCE

DIRECTORY OF THE ORGANISATION
AT 31 DECEMBER 2018

PATRON

His Excellency General the Honourable Sir Peter
Cosgrove AK MC (Retd) Governor-General of the
Commonwealth of Australia

PRESIDENT
James Tomkins, OAM

VICE PRESIDENTS

Greg Mortimer OAM
Hugh Andrew

David Wardle

Edna lyle OAM

Ray Temperley

Jim Whitehead

Bruce Hart

Toinette Vincent
Helen Harms

Alex Zilkens

HONORARY LIFE MEMBERS

Ms E lyle OAM
Mr W King

Mr T Blunden
Mr J Cras

Mr B Hansford
Mr D Wardle
Mr H Andrew
Mr J Bowles
Mr J Whitehead
Mr K Grey

Ms G Grey

Mr | Newson
Mr A Schmidt
Ms W Bell

Mr R Ousley
Mr J Hamilton
Ms C Davis

THE BOARD OF DIRECTORS

The Board of Directors is the governing body of the
organisation, and is made up of ordinary adult or Life
members. The primary focus of the Board is the long-term
health and prosperity of YHA, accomplished by:

e sefting strategic direction;
e overseeing development of the network;

e ensuring that appropriate risk management and
people management systems are in place; and

®  enshrining YHA’s mission and core values in all
aspects of the organisation’s activities.

The Board approves and delegates the implementation

of strategic objectives, plans and budgets to the CEQ,
who is appointed by, and accountable to, the Board.

The CEO is responsible for day to day management of the
business, subject to policies and procedures determined
by the Board, and is supported by an experienced and
stable management team — an organisational structure

is included in this report.

BOARD COMMITTEES

The Board has established three Committees to assist

in the execution of its duties and responsibilities,

and to allow detailed consideration of complex issues.
The Board Committees are, the Audit & Risk Committee;
the Nominations & Remuneration Committee, and the
Election Committee. Each Committee has a charter that
outlines its role and composition, and each Committee
provides regular reports to the Board.

AUDIT & RISK COMMITTEE

The purpose of the Audit & Risk Committee is to assist the
Board in fulfilling its responsibilities regarding financial
reporting, risk management, compliance with laws and
regulations and ensuring the independence of the
external auditor.

NOMINATIONS & REMUNERATION COMMITTEE

The objectives of the Nominations & Remuneration
Committee include ensuring that the Board is skills
based, shows diversity and is made up of Directors
with a range of expertise and experience. In addition,
YHA is committed to continuing education and training
for Directors.



ELECTION COMMITTEE

The Election Committee is responsible for managing the
Directors’ interview process and familiarisation program,
to ensure that candidates for the Board demonstrate the
essential and desirable criteria required; understand
their obligations under the Corporations Act, and are
aware of their fiduciary, strategic and risk management
responsibilities.

DIRECTORS’ REMUNERATION

At the Annual General Meeting (AGM) held on 14 April
2018, members voted (in person and by proxy) on the
issue of remuneration for Directors. Up to that point,
Directors had always acted in a voluntary capacity,
with expenses incurred in the process of their duties
reimbursed. An Explanatory Memorandum had been
sent o members, proposing that due to the increased
workload, commitment and travel time incurred with
YHA now being a fully national organisation, that a
modest amount of remuneration for Directors, fixed at
an aggregate amount of $150,000 in any one year, be
intfroduced. This was approved by YHA’s members at the
AGM, with 83.5% of those voting being in favour (the
threshold required to pass being 75% as per YHA Ltd's

Constitution). Policies are in place to govern distribution
of the remuneration pool amongst the Directors, and the
reimbursement of direct expenses to attend meetings.

BOARD MEETINGS

The Board of Directors met eight times between January
and December 2018, including via seven face-to-face
meetings held in Adelaide, Blue Mountains, Byron Bay,
Melbourne and Sydney, and one teleconference. In
addition, the Audit & Risk Committee held six meetings,
the Nominations and Remuneration Committee held five
meetings, and the Election Committee held two meetings.

BOARD MEMBERS

For most of the year, the Board was made up of nine
Directors, with each Director normally serving a three-year
term before deciding whether to nominate again (subject
to term limits), with up to a third of the Board potentially
changing each year. Directors have travelled extensively
within Australia and overseas, and continue to use the
YHA network on their travels. The composition of the
Board embraces diversity — by skills, experience, age and
gender. The Directors’ Report on page 33 sets out their
qualifications and experience.

YHA LTD BOARD OF DIRECTORS, 2018-19 (L to R): Bronwyn Dallow, Tracey Powell, Michael McPhail, Ross McDougall,
Euan Prentice (Chair), Rob McGuirk, Julian Ledger (CEQ), Leonie Clark, Simon Spicer, Matthew McNeil
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OUR RELATIONSHIPS

The following is a summary of the organisation’s relations
with government.

COMMONWEALTH GOVERNMENT

YHA Ltd is a not for profit company limited by guarantee
under the Corporations Act 2001 and trading as YHA
Australia.

YHA Ltd is not recognised as a charity and is not exempt
from Federal taxes such as Income Tax, Goods and
Service Tax (GST) or Fringe Benefits Tax. Donations to
YHA are not tax deductible for personal income tax.

YHA hostel employees are covered by an Enterprise
Agreement under the Fair Work Act 2009 and the
National Employment Standards.

STATE, TERRITORY & LOCAL GOVERNMENTS

YHA receives concessions granted by the NSW
Government, including exemptions from some Stamp
Duties, Payroll Tax and Land Tax. YHA receives exemption
from Land Tax in Queensland and South Australia and a
concession on Land Tax in Victoria.

City of Sydney has granted an exemption on Council rates
at Sydney Harbour YHA and The Big Dig Archaeology
Education Centre.

YHA leases land from the Department of Natural
Resources, Mines & Energy in Queensland; the WA
Department of Planning, Lands and Heritage; and the
Tasmanian Government Parks & Wildlife Service, and
leases property from the SA Department of Environment,
Water & Natural Resources.

Throughout the course of the year, YHA ensured that
national, state and local governments were kept informed
of its role and activities.

YHA has maintained its contacts with a wide range of non-
government groups including regional tourism bodies and
recreational and environmental organisations.

INDUSTRY REPRESENTATION

The Sydney Central YHA Hostel Manager is the Secretary
of the NSW Backpacker Operators’ Association (BOA) — an
industry body representing almost 100 organisations in the
backpacking sector, including publishers, accommodation
providers, travel agents and transport and tour operators.
This group acts as a communication and advocacy

body for the industry in NSW. The National Travel and
Tours Manager serves on the Committee of Adventure
Queensland — an industry organisation for the backpacker
and adventure sector in that state. A new industry

association was also launched in 2018 — Adventure Tourism

Victoria — with the Deputy Manager of Melbourne Central
YHA, and YHA's Southern Region Operations Assistant,

both being on the inaugural Executive Committee.

YHA is represented through the CEO on the Backpacker
Youth Tourism Advisory Panel (BYTAP). This panel provides
leadership for industry representations to government

on youth tourism, including marketing and development,
traveller safety, raising accommodation standards and
liberalisation of visas. The CEO is also a member of the
Tourism Visa Advisory Group of the Department of Home
Affairs. Additionally, YHA liaises with various consulates
in Australia, to ensure provision of accurate information

to Working Holiday Makers from foreign nations.

YHA is a member of the following organisations:

Adelaide West End Association
Adventure Queensland
Adventure Tourism Victoria

AHK German Australian
Chamber of Industry and
Commerce

Associations Forum Pty Ltd

Australian Conservation
Foundation

Australian Federation of
Employers & Industries

Australian Society of
Association Executives

Australian Society of Travel

Writers

Australian Tourism Export
Council (ATEC)

Backpacker Operators
Association of NSW (BOA)

Backpacker Youth Tourism
Advisory Panel (BYTAP)

Blue Mountains Accommodation
and Tourism Association

Brisbane Backpacker &
Adventure Association

Brisbane Marketing
Byron Visitors Centre
Canberra Convention Bureau

Central Australia Tourism
Information Association (CATIA)

Coffs Tourism

EcoBiz Partner Program (DERM)
Ecotourism Australia Ltd

Glebe Chamber of Commerce
Gold Coast Tourism (GCT)

Museums Australia

Nature Conservation Council

of NSW

National Capital Attractions Inc
(NCAA)

National Parks Association

of NSW

National Trust of Australia
(NSW)

Newcastle City Tourist
Association

Outdoors NSW

Queensland Tourism Industry
Council (QTIC)

South Australian Tourism
Industry Council

Study Cairns Australia
Study Gold Coast

The Rocks Chamber of
Commerce

Thredbo Chamber of Commerce

Tourism & Transport Forum (TTF)
Australia

Tourism Noosa
Tourism Snowy Mountains
Tourism Top End

Tourism Tropical North

Queensland (TTNQ)
Tourism Whitsundays

Victorian Employers’ Chamber
of Commerce and Industry
(VECCI)

Victorian Tourism Industry
Council (VTIC)

Wilderness Society

Women in Tourism (WIT)
WYSE Travel Confederation
Young Tourism Network



OUR FINANCES

FINANCIAL SUMMARY

OVERVIEW

Total income for 2018 before sale of assets was $45.8M.
This was $1.5M above the previous year, although this
includes income for new hostels in WA (following a
merger) and increased numbers of beds at Byron Bay
YHA (following property purchase and extension) for a full
12 months, compared to only four months in the previous
year. The net deficit was $0.8M, which includes a gain on
the sale of the Melbourne Metro YHA property of $1.57M
(the property has been leased back for 5 years).

The overall number of overnight stays by guests increased
by 12,773, with decreases from the key international
market of the UK and some European countries, whilst
there were increases from the Americas and New
Zealand. Overnight stays by Australians increased by
21,277 in 2018. The increases were largely the result

of increased capacity in the hostel network.

BORROWINGS

The cash advance facility with ANZ Bank was extended to
January 2023, and interest expenses remained low as the
official cash rate held at 1.5% for the full year. The facility
has no requirement to be reduced over the term, although
the proceeds from the sale of Melbourne Metro YHA were
used to lower borrowings by $10.0M. The development
facility was drawn down by $2.0M to assist with a
capital expenditure air-conditioning replacement project
at Canberra City YHA (costing $1.1M). However, as part
of the extension of the bank facility, the Development Fund
was replenished to $3.0M to allow for future development
needs over the 2019-2022 period.

CASH FLOW

Operating cash flows were lower than in 2017, with

an increase in receipts from customers and an increase

in payments to employees and suppliers. Most of these
increases relate to increased operations in Tasmania,
WA and Cape Byron YHA (property purchased in 2017).
Finance costs paid were higher than in 2017 due to the
interest expenses from additional borrowings for the
Cape Byron YHA acquisition.

Cash flows from investing activities included expenditure
on existing hostels of $4.79M (2017: $4.85M). Proceed:s
from the sale of Melbourne Metro YHA of $11.034M
were also received. Cash flows from financing activities
were $2.0M, which was used to fund investing activities.

Cash holdings were $2.05M (2016: $2.14M) which was
similar to the previous year as funds are conserved for
other capital works.

CAPITAL EXPENDITURE

Capital expenditure, other than development projects, was
$4.79M, spent primarily on maintaining the standards of

major plant, bathrooms, communal kitchens, furniture and

equipment of the hostels, as well as investment in systems,
and sustainability initiatives.

Brisbane City YHA had room and ensuite refurbishments
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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 2018.

1. THE NAMES AND OTHER INFORMATION OF THE DIRECTORS OF THE COMPANY IN OFFICE

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.

NAME QUALIFICATIONS | EXPERIENCE RESPONSIBILITIES ELECTED TO

Robyn Joan Antill  BSc, MSc (Maths),  YHA member since 2014. Term ended in
MSc (Operations  Hostelling International member since April 2018
Research), PMP, 1990. Project Management Consultant.
GAICD

Leonie BCom, CPA, GIA  YHA member since 2000. Former member  Chair of April 2019

Isabelle Clark (Cert), GAICD of YHA Queensland Board. Held roles of Audit & Risk
Treasurer YHA Queensland and Vice Chair  Committee
of YHA Ltd. Finance and HR manager.

Bronwyn M.International YHA member since 2011. April 2020
Teresse Dallow ~ Management, General Manager, business chamber.

Grad Dip

Business, MAICD
Ross Peter BA, LLB, GAICD YHA member since 2012. Solicitor. April 2020
McDougall
Robert Anthony ~ BA, LLB, F Fin, YHA member since 1990. Former member ~ Chair to December April 2019
McGuirk GAICD of YHA Victoria Board, held roles of 2018, and Chair

Chair & Vice Chair. Current Hostelling of Election Committee

International President (since October 2018) to April 2018
and former Vice President. Lawyer, Property
Manager, IT Consultant.

Matthew Craig BArch (Hons), YHA member since 1988. Architect. April 2019

McNeil GAICD

Michael James BSc (Hons), YHA member since 2011. Former member  Vice Chair from Appointed on 1

McPhail GAICD of YHA WA Inc. Board, held role of Vice December 2018 September 2017
Chair. Management consultant. to April 2019

Tracey BBus, GAICD YHA member since 2000. Former member ~ Chair of Nominations  April 2021

Michelle Powell of YHA South Australia Board, held role of & Remuneration

Chair. Associate Director, local government.  Committee and Chair
of Election Committee
from April 2018

Euan Gordon BCom, A Fin YHA member since 2009. Owner of capital  Vice Chair to April 2021
Prentice markets research business. December 2018, Chair
from December 2018
Simon Paul BEc, CA, GAICD  YHA member since 2018. Finance and Appointed on 1
Spicer Strategy Executive. September 2018
to April 2020

COMPANY SECRETARY

Julian Ledger has held the role of Company Secretary since 23 April 2003 and Stephen Lynch was also appointed
as Company Secretary on 23 September 2009.
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DIRECTORS’ REPORT

CONTINUED

2.  MEETINGS OF DIRECTORS

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.

BOARD OF DIRECTOR MEETINGS COMMITTEE MEETINGS
DIRECTOR NUMBER HELD/ NUMBER ATTENDED NUMBER HELD/ NUMBER ATTENDED
ELIGIBLE TO ATTEND ELIGIBLE TO ATTEND

Leonie Clark 8 8 6 6
Bronwyn Dallow 8 7 10 10
Ross McDougall 8 8 6 6
Robert McGuirk 8 8 5 5
Matthew McNeil 8 7 5 5
Michael McPhail 8 8 4 4
Tracey Powell 8 5 5 3
Euan Prentice 8 6 7 4
Simon Spicer 3 2 1 -
Robyn Antill 1 1 1 1

The above meeting attendance is for YHA Ltd. Youth Hostels Association of Queensland (YHA Queensland) also held 2
Board meetings, YHA Victoria Limited held 2 Board meetings and YHA WA Pty Ltd (formerly YHA WA Inc.) held 1 Board

meeting during the year. These were held on the same days at the same time and location as the above meetings reported
for YHA Ltd.

3. SHORT AND LONG TERM OBJECTIVES

The obijects of the company are:

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

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

c)  promote youth hostelling throughout Australia and its dependent territories, and fo promote interstate and
infernational friendship through the development of youth hostelling;

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

i) achieve personal development;
ii)  foster friendship; and
iiij  bring about a better understanding of others and the world around them;

e] 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;

f)  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;

g)  actively promote Australia as a prime holiday destination for the members of overseas organisations affiliated with
Hostelling International; and

h)  provide information or advice to any government, company or any other organisation in relation to any of the
foregoing.



4. STRATEGY FOR ACHIEVING OBJECTIVES

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

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

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

5)  To achieve the most effective structure for YHA in Australia.

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

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

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

9)  To manage risk through selected strategies and regular review.

5. PRINCIPAL ACTIVITIES

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. These activities are directed at achieving the
specific objectives of the group.

6. OPERATING RESULTS

The consolidated deficit after tax for the financial year ended 31 December 2018 was $818,723 (2017 surplus of
$11,220,981). Revenue for the current year includes operations for Cape Byron Bay YHA and WA hostels for 12 months,
whereas the prior year included only 4 months. The Byron Bay YHA extension was completed early in the year and opened
in March 2018. The Melbourne Metro YHA was sold and leased back in March 2018 and the proceeds of the sale used
to amortise borrowings by $10,000,000.

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 2018 for operated hostels was 64.2% (2017 65.3%), ratings were in the
desired range and several hostels achieved consistently high ratings.

7.  REVIEW OF OPERATIONS

The annual report is prepared on a consolidated basis and includes the operations of YHA Ltd (hostel operations,
membership, tfravel and tour sales), YHA Queensland (property owner), YHA Victoria (activities clubs in Victoria) and
YHA WA Pty Ltd (formerly YHA WA Inc. and property owner).

Revenue increased over the prior year with the additional hostel capacity, though like for like revenue was lower with lower
average bed rates compared to last year due to keen price competition in a soft market for international visitors including
working holiday makers. Australian guest nights were higher than last year mostly from improvements in group stays.
Membership sales reduced as expected as systems to enable all guests to join more easily and remain members were
simplified and membership was made more affordable.

Development of the larger Byron Bay YHA was completed according to plan and opened slightly behind the project
schedule in March 2018. Melbourne Metro YHA was sold and leased back in accordance with the development strategy
for the Melbourne location. Two regional hostels at Esperance and Port Elliot changed from a lease operation to a service
contract model of operations.
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STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2018

REVALUATION ACCUMULATED TOTAL

RESERVE SURPLUS EQUITY

$ $ $

Balance at 1 January 2017 5,458,346 36,421,090 41,879,436
Surplus after income tax - 11,220,981 11,220,981
Transfer to Accumulated Surplus (1,700,637) 1,700,637 =
Other comprehensive income - - -
Balance at 31 December 2017 3,757,709 49,342,708 53,100,417

Deficit affer income tax - (818,723) (818,723)
Other comprehensive income - - -
Balance at 31 December 2018 3,757,709 48,523,985 52,281,694

The accompanying notes form part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

NOTE 1 - STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

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 2018 comprises YHA

Ltd (the company) and its controlled entities which include Youth Hostels Association of Queensland, YHA Victoria
Limited and YHA WA Pty Ltd (formerly YHA WA Inc). 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 23 February 2019.

New, revised or amending Accounting Standards and Interpretations adopted

The group has adopted all of the new, revised or amending Accounting Standards and Inferpretations issued by the
Australian Accounting Standards Board that are mandatory for the current reporting period. No other new, revised
or amending Accounting Standards or Interpretations that are not yet mandatory have been early adopted. The
adoption of these Accounting Standards and Interpretations did not have any significant impact on the financial
performance or position of the Group during the year.

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

Notwithstanding the Group's net deficiency of current assets, the financial report has been prepared on a going
concern basis. The Directors believe that the group is a going concern and is able to pay its debts as and when they
fall due. This is supported by cashflow forecasts and bank facilities currently in place.

ACCOUNTING POLICIES
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
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018 (CONTINUED)

NOTE 1 — STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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.

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.

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 interest 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.

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.

Leases

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are charged

as expenses in the period in which they are incurred.

Inventories

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

Intangibles
Liquor 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.

Revenue

Revenue from the provision of services and sale of goods is recognised upon providing the service or on delivery
of goods to customers. Interest revenue is recognised on a proportional basis taking into account the interest rates
applicable to the financial assets.

Membership Revenue

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

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.

Goods and Services Tax (GST)

Revenue, expenses and assefs 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.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018 (CONTINUED)

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.

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 infended 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

ii) 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.

Intfercompany 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.



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 fo 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 settled 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 to the
nearest dollar.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018 (CONTINUED)

NOTE 2 - CRITICAL ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

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.

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.

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.

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.

































NOTE 22 - FINANCIAL INSTRUMENTS

Financial risk management objectives

The consolidated entity’s activities expose it to financial risks including interest 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 fo 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 senior management, 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-to-fixed 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
info 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.

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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DIRECTORS” DECLARATION

The Directors of YHA Ltd declare that:

1.

The financial statements and notes, as set out on pages 33 to 60, 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

Give a true and fair view of the consolidated entity’s financial position as at 31 December 2018 and of its
performance for the financial year ended on that date.

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.

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:

the financial report shows a true and fair view of the financial results of fundraising appeals for the year ended
31 December 2018;

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

money received as a result of fundraising appeals conducted during the year ended 31 December 2018 has been
properly accounted for and applied in accordance with the Act; and

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.

Euan Prentice Leonie Clark
Director Director
23 February 2019 23 February 2019
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF YHA LTD
ABN 94 008 387 791

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 2018, 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.

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:

e 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.



INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF YHA LTD
ABN 94 008 387 791

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.

M A ALEXANDER PITCHER PARTNERS
Partner Sydney

23 February 2019
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