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BlueSky Community Trust Limited

Directors’ Report and Statement of Responsibility
For the vear ended 31 July 2016

Directors' Report

The Directors of BlueSky Comraunity Trust Limited ("The Trust") present this Annual Report, being the financial statements
of the Trust for the financial year ended 31 July 2018, and the independent auditor's report thereon.

Statement of Responsibility

The Directors are responsible for the maintenance of adequate accounting records and the preparation and integrity of the
financial statements and related information.

The independent external auditors, RSM Hayes Audit, have audited the financial statements and their report appears on
pages 3to 4.,

The Directors are also responsible for the systems of intemnat control. These are designed to provide reasonabte but not
absolute assurance as to the reliabilify of the financlal statements, and to adequately safeguard, verify and maintain
accountability for assets, and to prevent and detect material misstatementis.

Appropriate systems of intemnal control have been employed to ensure that all transactions have been executed in
accordance with authority and comectly processed and accounted for in the financial records. The systems are
implemented and monitored by suitably trained personnel with an appropriate segregation of authority and duties, Nething
has come to the attention of the Directors to indicate that any material breakdown in the funclioning of these controls,
procedures and systems has occurred during the year under review.

The financial staterments are prepared on a going concemn basis. Nothing has come to the attention of the Directors to
indicate that the Trust will not remain a going concem In the foreseeable future. Piease see Note 2(e) for further information.

In the opinion of the Directors:

-The Statement of Comprehensive Revenue and Expenses is drawn up se as to faifly state the financial result of the Trust
for the financial year ended 31 July 2016;

- The staterment of financial position is drawn up so as to fairly state the affairs of the Trust as at 31 July 2016;

- There are reasonable grounds to befleve that the Trust will be able to pay its debts as and when they fail due.

For and on behaif of the Directors:

»20//0 /620 /[
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Dirsclor C//) Date



RSM

RSM Hayes Audit

PO Box 9588

Newmarket, Auckland 1149
Level 1,1 Broadway
Newmarket, Auckland 1023

T +64 (9) 367 1656
WWW.rsmnz.co.nz

Independent Auditor’s Report

To the Trustees of BlueSky Community Trust Limited
For the year ended 31 July 2016

Report on the Financial Statements

We have audited the financial statements of BlueSky Community Trust Limited on pages 5 to 20, which comprise
the Statement of Financial Position as at 31 July 2016, Statement of Comprehensive Revenue and Expense,
Statement of Changes in Net Assets/Equity and Statement of Cash Flows for the year then ended, and a summary
of significant accounting policies and other explanatory information.

Trustees’ Responsibility for the Financial Statements

The trustees are responsible for the preparation of financial statements that fairly present the matters to which they
relate and in accordance with generally accepted accounting practice in New Zealand using PBE Accounting
Standards (PBE IPSAS) Reduced Disclosure Regime, and for such internal control as the trustees determine is
necessary to enable the preparation of financial statements that are free from material misstatements whether due
to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing (New Zealand). Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity's preparation of financial statements that give a true and
fair view of the matters to which they relate, 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 entity’s internal control.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates, as well as evaluating the presentation of the financial statements.

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

Other than in our capacity as auditor we have no relationship with, or interests in, BlueSky Community Trust
Limited.

s amember of the RSM network twork. Each member of the RSM network is an independent

ting firm which practises

and trades as RSM. RSM s the trading name used by the members of the RS
wnright. The RSM

accounting wark is not itself a separate legal entity in any jurisdictic



RSM

Opinion

In our opinion, the financial statements on pages 5 to 20 present fairly, in all material respects, the Statement of
Financial Position of BlueSky Community Trust Limited as at 31 July 2016, Statement of Comprehensive Revenue
and Expense, Statement of Changes in Net Assets/Equity and Statement of Cash Flows for the year then ended in
accordance with PBE Accounting Standards (PBE IPSAS) Reduced Disclosure Regime.

W%\M 21 October 2016



BlueSky Community Trust Limited

Statement of Comprehensive Revenue and Expense
For the year ended 31 July 2016

Revenue from exchange transactions
Gaming machine income

Other operating revenue

Total revenue

Expenses

Depreciation

Gaming machine duty & Problem gambling levy
Venue rental

Legal fees and consulting

Licences & Registrations

Audit Fees

Other operating expenses

Total expenses

Total surplus/{deficit) for the period - before distributions

Less: distributions

Total comprehensive revenue and expense

Notes

17

10

2016 2015
Restated
$ $
6,737,637 5,175.217
140,968 10,832
6,878,605 5,186,049
534,300 470,093
1,651,077 1,268,266
926,246 771,907
284,13C 254,363
59,397 51,818
11,000 10,000
502,218 377,688
3,968,368 3,204,135
2,910,237 1,981,914
(2,881,096) (1,978,672)
29,141 3,242

These financial statements should be read in conjunction with the notes to the financial statements.
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BlueSky Community Trust Limited

Statement of Changes in Net Assets/Equity
For the year ended 31 July 2016

Note Total equity
$

Opening balance 1 August 2014 8,683
{previcusly reported)

Adjustment for changes in accounting

policies due to initial application of PBE 20 -
Standards

Restaled lotal equity at 1 August 2014*

8,683
Sumlus/ (deficit) for the year 3,242
Closing equity 31 July 2015

11,925
Opening balance 1 August 2015 11,925
Surplus/ (deficit) for the year 29,141
Closing equity 31 July 2016

41,066

These financial staternents should be read in conjunction with the notes ta the financial statements.
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BlueSky Community Trust Limlted

Statemant of Financlal Pesition
For tha year ended 31 July 2016

MNofas 2016 2015

$ $
Gurrant assets
Cash and cash equivalenis 7 167,864 133,563
Noan-Current Assets held for sale 10 5,372 -
Recelvables from exchange transaclions 8 186,974 181,263
Receivables from non-exchange transactions 8 50 77

373.260 284.903
Non-cumrent assels
Propedy plant and equipment 10 1,038,351 768,999

1,039,354 768,999

Tolal Assets 1,412,611 1,063,802
Current liabilitles
{ van Fatllity - secured 1 449,891 345,653
Cash and cash equivalants 7 48,795 58,332
Trade and other payables 14 386,221 323,887

884,907 724,872
Non-current llabliities
[.oan Facility - secured 11 486,638 317,108
Total Liabllitles N 1,371,545 1,041,977
Total net agsets 41,066 11,925
Net assats
Accumulated comprehensive revenue and expense 41,066 11,825
Total net assets artribution 41,066 11,925

For and on behalf of the Board: //
e

2o/yy f 200l

ChalrpéFrson Date !

: 29/ 10/ >01f

Director ~ y Date

These financial statements should be read in conjunction with the notes to the financial statements.
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BlueSky Community Trust Limited

Statement of Cash Flows
For the year ended 31 July 2016

Cash flows from operating activities
Receipts

Recelpts from non-exchange transactions
Receipts from exchange transactions
interest received

Payments

Payments o suppliers and employees
Distributions

Interest paid

Net cash flows from operating activities

Cash flows from investing activities

Receints

Proceeds from sale of property plant and equipment

Purchase of property, plant and equipment

Net cash flows from investing activities

Net cash flows from financing activities
Loan facility

Net cash flows from financing activities
Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at 1 August
Cash and cash equivalents at 31 July

These financial statements should be read in confunction with the notes to the financial statements.

Notes 2016 2015
$ $
8,701,008 5,177,432
997 1,539
(3,217,022) (2,585,008)
{2,881,096) {1,978,672)
(74,372) (91,164)
529,515 524,126
351,193 500
(1,113,640) (500,453)
(762,447) {499,953)
273,770 (80,046)
273,770 {80,046}
40,838 (55.873)
78,231 134,104
7 119,069 78,231




BlueSky Community Trust Limited

Notes to the financial statements
Far the year ended 31 July 2016

1. REPORTING ENTITY

BlueSky Community Trust Limited (the “Trust") is a public benefit entity for the purposes of financial reporting in accordance with the
Financial Reporting Act 2013. The Trust was incorporated in New Zealand on 7 June 2011 under the Companies Act 1993, and
cormmenced trading from 28 Febnuary 2012 upon the issue of its Class 4 Operator's Licence by the Depariment of Internal Affairs under
the Gambling Act 2003,

The financial statements and the accompanying netes summarise the financial resulls of activities carried out by the Trust. The Trust is
involved in operating gaming machines fo support the wider communities around New Zealand.

2, BASIS OF PREPARATION
a) Stalemert of compliance

As the primary abjective of the Trust is to apply all of its net proceeds as granis in the application of its Autherised Purpose as per the
Gambiing (class 4 net proceeds) Regulations 2004. As such the Trust (s a public benefit entity for the purpose of financial reporting,
They comply with Public Benefit Entity Standards. For the purposes of complying with NZ GAAP, the Trust is & public bensfit not-for-
profit enlity and is eligible to apply Tier 2 Not-For-Profit PEE IPSAS on the basis that it does net have public accountability and it is not
defined as large.

All reduced disclosure regime exemptions have been adopied. This decision results in the Trust not preparing a Statement of Service
Performance for both reporting periods.

The financial statements for the Trust are for the year ended 31 July 2016, and were approved by the Board as reflected on page 7.

b} Measurement basis
The financlal statements have been prepared on the historical cost basis.

¢} Funclional and presentation currancy
The financial statements are presented in New Zealand Doltars ($), which is the funclional and presentation cutrency, rounded to the
nearest dollar.

There has been no change in the functional currency of the Trust,

o) Changes in accounting policy

For the year ended 31 July 2015, the Trust prepared its financial statements using the "Old GAAP™. These have now been restated to
Not-For-Profit PBE IPSAS ~ RDR. An explanation of how the transition to Tier 2 Not-For-Profit PBE Accounting Standards has affected
the reporting Statement of Financial Position and Statement of Comprehensive Revenue and Expenses is provided in Note 20 of the
financial statements,

o} Basis of preparation

The financial stalements have been prepared on a golng concern basis, the validity of which depends on the Trust conlinuing to
provide adequate operating revenue and cash flows from ils gaming machines to cover the Trust's operating costs which include the
payments required under the garming machines finance agreements. It is the considered view of the Board of Directors that the gaming
machines will continue o satisfy these requirements. The Trust has net current liabilities of $511,647 as at 31 July 2016 (2015;
$439,969) which is predominantly due to the BNZ Term loan facility - secured of $449,881(2015:$345,653) payable within the next
year. The Trust Is subject to annual relicensing by the Department of Intemnal Affairs. If the Trust is unable to continue in operational
existence in the foreseeable future, adjustmenis may have to be made to reflect the fact that assets and liabililies may need 1o be
realised at amounts other than those at which they are currently recorded in the statement of financia! position and the Trust may have
to pravide for further liabilities that may arise.

3. PRINCIPAL ACTIVITY

The Trust's principal activity is the operation of gaming machines for the purpose of gensrating surplus revenue 1o be distributed in
accordance with the objectives of the Trust. Under the terms and Constitution of the Trus!, the grants paid are required to be used for
any charitable and non-commercial purpose that is beneficial to the whole or a section of a community. The Trust prioritises funding
applications which support wider communities accross New Zealand.




BlueSky Community Trust Limited

Notes to the financial statements
For the year ended 31 July 2016

3. PRINCIPAL ACTIVITY {CONT'D)
All gaming machine grants paid by the Trust have been appropriately used for the Authorised Purpose.
4. SIGNIFICANT JUDGMENTS AND ESTIMATES

The preparation of the Trust's financlal statements requires management to make judgements, estimates and assumptions that affect
the reported amounts of revenues, expenses, assets and liabllilies, and the accompanying disclosures, and the disclosure of
contingent liabifities. Uncertainty about these assumptions and estimates could result in cutcames that require a materia) adjustment to
the carrying amount of assets or liabilities affected in future periods.

a} Judgements:
fn the process of applying the Trust's accounting policies, management has made the following judgements, which have the rmost
significant effect on the amounts recognised in the financial statements:

Classification of non-financial assels as cash generating assets or non-cash-generaling assels

For the purpose of assessing impaiment indicators and impairment tesling, the Trust classifies non-financial assets as either cash-
generating or non-cash-generating assets. The Trust classifies 2 non-financial asset as a cash-generating asse! if the primary
objective of the asset Is to generate cormmercial retum. Al other assets are classified as non-cash-generaling assets,

The majority of property, plant and equipment held by the Trust is classified as cash-generating assets.
b) Assurnptions and estimation uncsrtainties

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that have a
significant risk of causing a malerial adjustment to the carrying amounts of assets and liabilities within the next financial year, are
described below. The Trust based ifs assumptions and estimates on parameters available when the financial siatements were
prepared. Existing circumstances and assumptions about future developments, however, may change due to market changes or
circumstances arising beyond the control of the Trust. Such changes are reflected in the assumptions when they occur.

Fair value measurement of financial instruments

When the fair values of financlal assets and financial liabilities recorded in the statement of financial posifion cannot be measured
based on quoted prices in active markats, their fair value Is measured using valuation techniques including the discounted cash fiow
{DCF) model. The inputs to these models are taken from observable markets where possible, but where this is not feasible, a degree
of judgement is required in establishing fair values. Judgements include considerations of inputs such as liquidity risk, credit risk and
volatility. Changes in assumptlions about these factors could affect the reported fair value of financial instruments.

Useful lives and residual values
The useful lives and residual values of assets are assessed using the following indicators to inform potential future use and value from
disposal:

¥ The condition of the asset based on the assessment of Directors of the Trust

¥ The nature of the asset, its susceptibility and adaptability to changes in technology and processes

» The nature of the processes in which the asset is deployed

> Availability of funding to replace the asset

*» Changes in the market in relation to the asset

Changes in accounting estimates
There have been no changes in the accounting estimates for the current reporting period.

5. SIGNIFICANT ACCOUNTING POLICIES

a) Revenue

Revenue is recognised to the extent that it is probable that the economic benefits or service potential will flow to the Trust and the
revenue can be reliably measured, regardless of when the payment is being made. Revenue is measured at the fair value of the
censideration received or receivable, taking into account contractually defined terms of payment and excluding taxes or duty.

The specific recognition criteria described below must also be met before revenue is recognised.

1




BlueSky Community Trust Limited

Notes to the financial statements
For the year ended 31 July 2016

5. SIGNIFICANT ACCOUNTING POLICIES (CONT'D})
a) Revenue (cont'd)

iy Revenue from exchange transactions

Interest revenue

For all financial instruments measured at amortised cost and interest-bearing financial assets classified as available-for-sale, interest
income is recorded using the effactive inferest rate. Effective interest rate is the rate that exactly discounts the estimated future cash
paymenis or receipts over the expected life of the financial instrument or a shorter period, where appropriate, 1o the net carrying amount
of the financial asset or liability.

Interest revenue is included in finance income in the slatement of comprehensive revenue and expense.

Gaming machine revenue

Revenue shown in the Statement of Comprehensive Income and Expense comprise the amounts received and receivable for gaming
services supplied to customers in the ordinary course of business. Revenue recognised in relation to the gaming proceeds is
racoegnised on a dally basis.

Gaming profits represent the net win to the Company from gaming activities, being the difference between the amounts wagered and
amounts won by gaming patrons.

iy Revenue from non-exchange transactions

The Trust did not receive any non-exchange revenue during the current financial period.

b) Employee benefits

i} Short ferm employee benefits

Short-lerm employee benefit liahilities are recognised when the Trust has a legal or constructive obligation to remunerate employees for

services provided with 12 months of reporting date, and is measured on an undiscounted basis and expensed in the peried in which
employment services are provided.

ify Long term employee benefits
Long-term employee benefit obligations are recognised when the Trust has a legal or constructive obligation to remunerate employees
for services provided beyond 12 months of reporling date.

The Trust did not have any fong term employee benefits during the current financial period.
¢} Finance inceme and finance costs

Finance income comprises interest income on financial assets. Interest income is recognised as it accrues, using the effective interest
method.

Finance costs comprise interest expense on financial liabitities,
d} Financial instruments

Financial assets and financial Habilities are recognised when the Trust becomes a party o the contractual provisions of the financial
instrument.

1




BlueSky Community Trust Limitad

Notes to the financial statements
For the year ended 31 July 2016

5. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
d) Financial Instruments {cont'd}

The Trust derecognises a financial asset when the contractual rights to the cash flows from the asset expire, or it transfers the rights
fo receive the contractual cash flows in a fransaction in which substantially all the risks and rewards of ownership of the financial
asset are transferred. Any interest in transferred financial assets that is created or retained by the Trust is recognised as a separate
asset or liability.

The Trust derecegnises a financial liability when its contractual obligations are discharged, cancelled, or expire.
The Trust also derecognises financial assets and financiat liabilities when there has been significant changes to the terms and/or
the amount of contractual payments to be raceived/pald.

Financial assets and liabililies are offset and the net amount presented in the statement of financial position when, and only when,
the Trust has a legal right to offset the amounts and intends either to setlle on a net basis or to realise the asset and settle the
liability simultaneously.

The Trust classifies financial assets as doans and raceivables,
The Trust recognises financial Habilities at amortised cost.

Financlal instruments are initially measured at fair value, plus for those financlal instruments not subsequently measured at fair
value through surplus or deficit, directly attributable transaction costs.

Subsequent measurement Is dependent on the classification of the financial instrument, and is specifically detailed in the accounting
policies below.

1} Loans and receivables
Loans and receivables are financlal assets with fixed or determinable payments that are not quoted in an active market.

Loans and receivables are subsequently measured at amortised cost using the effective interest method, less any impairment
losses.
Loans and receivables comprise cash and cash equivalents and receivables.

Cash and cash equivalents in the stalement of firancial position comprise cash at bank and In hand and shont-term deposits with an
original malurity of three months or less that are readily convertible to known amounts of cash and which are subject to an
Insignificant risk of changes in value.

For the purpeses of (he statement of cash flows, cash and cash equivalents consist of cash and cash equivalents as defined above,

ii} Amoriised cost financial liabilities
Financial liabilities classified as amortised cost are non-derivative financial liabilities that are not classified as fair value through
surplus or deficit financial liabilities.

Financial liabilities classified at amortised cost are subsequently measured at amortised cost using the effective interest method.
Financial fiabilittes classified as amortised cost comprise payables, loans and finance lease payable.

¢) Impairment of non-derivative financial assets

A financlal asset not subsequently measured al fair value through surplus or deficil is assessed al each reporling date lo determine
whether there is objective evidence that it is impaired. A financial asset is impaired if there is objective evidence of impairment as a

result of one or more evenis that occurred after the initial recognition of the asset, and that the loss eveni{s) had an impact on the
estimated future cash fiows of that asset that can be estimated reliably,

Cbjective evidence that financial assels are impaired includes default or delinquency by a counterparty, restructuring of an amount
due to the Trust on terms that the Trust would not consider otherwise, indications that a counterparty or issuer will enter bankruptey,
adverse changes in the payment status of borrowers or issuers, economic conditions that correlate with defaults or the
disappearance of an active market for a security.

12




BlueSky Community Trust Limited

MNotes to the financial statements
For the year ended 31 July 2016

5. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
e) impairment of non-terivative financial assets (cont'd)

i) Financial assets classified as loans and receivables
The Trust considers evidence of impairment for financial assets measured at amortised cost {Joans and receivables) at both a
specific asset and collective [evel.

Ali individuatly significant assets are assessed for specific impairment. Those found not to be specifically impaired are then
collectively assessed for any impairment that has been incurred but not vet identified.

Assets that are not individually significant are collecfively assessed for impairment by grouping together
assels with similar risk characteristics.

In assessing collective impaimnent the Trust uses historical trends of the probability of default, the timing of recoveries and the
amount of loss incurred, adjusted for management's judgement as to whether current economic and credit conditions are such that
the actual [osses are likely to be greater or less than suggested by historical trends.

An impairment loss in respect of a financial asset measured at amorlised cost is calculated as the difference between its canrying
amount and the present value of the estimated future cash flows discounted at the asset's original effective interest rate. Losses are
recognised in statement of comprehensive revenue and expense and reflected in an allowance account against loans and
receivables. Interest on the impaired asset continues to be recognised.

When an event occurring after the impairment was recognised causes the amount of impairment loss 1o decrease, the decrease in
impairment loss is reversed through the statement of comprehensive revenue and expense.

f) Property, plant and equipment

i} Recognition and measurement
ltems of property, plant and equipment are initially measured at cost, except those acquired through non exchange fransactions
which are instead measured at fair value as their deemed cost at initial recognition.

items of property, plant and equipment are subsequently measured at cost less accumulated depreciation and Impairment.
Cost includes expenditure that is directly atiributable to the acquisition of the asset.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items (major
components) of property, plant and equipment.

Any gain of loss on disposat of an ilem of property, plant and equipment (calculated as the difference
between the net proceeds from disposal and the camying amount of the item) is recognised as surplus or
deficit in the statement of comprehansive revenue and expense.

ii) Subsequent expendifure
Subsequent expenditure is capitalised only when it is probable that the fulure economic bensfils associated with the expenditure will
flow to the Trust. Ongoing repairs and maintenance is expensed as incurred.

iii} Depreciation
Faor property, plant and equipment, depreciation is hased on the cost of an asset less its residual value

Significant components of individual assets that have a useful life that is different from the remainder of those assets, those
components are depreciated separately.

Depreciation is recognised in stalement of comprehensive revenue and expense on a straight-line basis over the estimated useful

lives of each component of an item of property, plant and equipment. Leased assets are depreciated over the shorter of the lease
terrn and their useful lives unless it is reasonably certain that the Trust will obtain owniership by the end of the lease term.

13




BlueSky Community Trust Limited

Notes to the financial statements
For the year ended 31 July 2016

5. SIGNIFICANT ACCOUNTING POLICIES (CONTD)
fj Property, plant and equipment {cont'd)

The estimated useful lives are:
Gaming machines & Equipment 3 years

Depreciation methods, useful lives, and residual values are reviewed at reporting date and adjusted if appropriate.
g) Impairment of non-financial assets

The camying amcunts of the Trust's non-financial assets are reviewed at each reporfing date to determine whether there is
any indication of impaiment. If any such indication exists, then the asset's recoverable amount is estimated.

The recoverable amount of an asset or CGU is the greater of its value in use and ifs fair value less costs to sell. In
assessing value in use, the estimated future cash flows {for cash-generating assets) or future remaining service potential
{for non-cash-generating assets) are discounted to their present value using a pre-tax discount rate that reflects current
marke! assessments of the time value of money and the risks speciiic to the asset or CGU.

impairment losses are recognised in statement of comprehensive revenue and expense, An impairment loss is reversed
only to the extent that the asset's carrying amount does not exceed the carrying amount that would have been detemmined,
net of depreciation or amartisation, if na impairment loss had been recognised.

h) Leases

i) Classification and treatment
Leases in terms of which the Trust assumes substantiaily all the risks and rewards of ownership are classified as finance
leases.

Finance leases

Upon initial recognition the leased asset is measured at an amount equal to the lower of its fair value and the present value
of the minimum lease payments. Subsequent o initial recognition, the asset is accounted for in accordance with the
accounting policy applicable to that asset.

I} Provislons
A provision is recognised if, as a result of 2 past event, the Trust has a present legal or constructive obligation that can be

estimated reliably, and it is probable that an outflow of ecoromic benefits will be required to settle the cbligation.

Provisions are defermined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific {o the liability. The unwinding of the discount is recognised as
a finance cost in statement of comprehensive revenue and expense,

j) Equity

Equity is the cemmunity’s interest in the Trust measured as the difference between total assets and total liabilities. Equity is
made up of the following component:

Accumufated comprehensive revenue and expense
Accumulated comprehensive revenue and expense Is the Trust's accumulated surplus or deficit since the formation of the
Trust adjusted for transfers toffrom specific reserves,

14




BlueSky Community Trust Limited

Notes to the financial statements
For the year ended 31 July 2016

5. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

k) Income Tax

The Trust is exempt from income tax in accordance with section CW48 of the (New Zealand) Income Tax Act 2007. The Act
provides an exemption for gaming machine income of licensed operators provided all distributions are made in accordance

with the Gambling Act 2003. Accordingly, all surpluses are distributed as grants in accordance with the Trust's Authorised
Purpose statement as approved by Depariment of Intemal Affairs.

I} Goods and services tax

All amounts are shown exclusive of goods and services tax {GST), except for receivables and payables that are stated
inclusive of GST.

m} Finance income and finance costs

Finance income comprises interest income on financial assets. Interest income is recognised as it accrues in surplus or
deficit, using the effective interest method.

Finance costs comprise interest expense on financial liabilities.

n} Distributions te the Community

Distributions to the Commiunity are recorded as an appropriation of the surplus for the year.

Net surplus generated by the Trust is to be pald out in accordance with the Gambling {Class 4 Net Proceeds) Regulations
2004. The regulation stipulates that all or nearly ali net surplus must be distributed during the financial year and any
remainder of net surplus within 3 months after the end of each of its financial years. In addition, the Trust is expected to

generate net surplus equal to 40% of its GST exclusive gross receipts in each financial year. The percentage requirement
for 2015 financial year was 37.12%. [t changed to 40% from the start of the current financial year

For the current financial year the Trust has generated net surplus equal to 41.88% of its GST exclusive gross receipts
{2015: 38.15%). All net surplus generated from fast financial year has been distributed in the current year.

Payment requires approval by the Board of Directors that the recipient has requested the donation for an *authorised
purpose” as defined by the Gambling Act 2003,

15




BlueSky Community Trust Limited

Notes to the financial statements
For the year ended 31 July 2016

6. OTHER OPERATING INCOME/EXPENSES

2016 2015

Operating expenses include all the expenses including the following:

(Gains)Losses on sale of fixed assels 48,343 2,667

Gaming machine maintenance 86,239 77,944

Servicing of equipment 20,676 11,216

EMS monthly fees 65,883 42,244
7. CASH AND CASH EQUIVALENTS

Cash and cash equivalents include the following components:

Current assels:

Cash at bank 167,864 133,563

Current liabilities:

Bank overdrafts (48,795) {55,332)

Total cash and cash equivalents in statement of cash flows 119,068 78,231

The Trust has $150,000 unsecured ovedraft facility at reporting date(2015: $150,000)

8. RECEIVABLES

Trade receivables from exchange transactions 168,146 99,940
Aliowance for impairment - -
Net trade receivables from exchange transactions 168,146 993,240
Prepayments 28,828 51,323
Receivables from exchange fransactions 196,974 151,263

There are no amounts overdue nor impaired as at year end relating to trade receivables from exchange fransactions.

Income tax refund due 50 77
Receivables from non-exchange transactions 50 77
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BluaSky Community Trust Limited

Notes to the financial statements
for the year ended 31 July 2016

9. RELATED PARTY TRANSACTIONS AND BALANCES

Compensation of key management personnel
An honorarium was paid to Diractors of $30,550 (2015: $31,200) for services to the Net Proceeds Committee as well
as their duties as directors.

10. PROPERTY, PLANT AND EQUIPMENT

31-Jul-16 31-Jul-15
Accumulated Accumulated
Cost doprociation Carrying value Cost Carrying value
depreclation
& Impairmant
Gaming machines & Equipment 2,074,767 1,035,416 1.039.351 1,854,513 1,085,514 768,999
2,074,767 1,035416 1,038,351 1,854,513 1,085,514 768,500

Reconclllatlon of property, plant and equlpment - July 2016

Depraciation Transfer te
Opening Non-Current Closlng
balance Additions Disposals Impairment assets hald balance
for sale
Gaming machines & Equipment 768,999 1,115,633 269,123 534,300 33,486 8,372 1,039,351
768,998 1.115.633 269,123 534,300 33,486 8,372 1.039,351
Net book value
As at 31 July 2016 1,039,351
As at 31 July 2015 768,958
11, LOANS
Effeclive Year of
interest rate % Maturity 2016 2015
Cument interest bearing loans & bommowlngs
Sacured bank foan 7.00%-8.09% 2018 -2018 448,891 345,653
Non-eurrant Interest bearing foans & borrowings
Secured bank loan 7.90%-8.09% 2018 - 2019 486,638 317,105
$36,529 662,758

At reporting date, all loans were secured over gaming machines and associated eqguipment in note 10.

17




BlueSky Community Trust Limited
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12. CATEGORIES OF FINANCIAL ASSETS AND LIABILITIES

The carrying amounts of financial instruments presented in the statement of financial position refate
to the following categories of assets and liabilities:

2016 2015
Financial assots
Loans and recelvables
Cash and cash equivalents (assets) 167,864 133,563
Receivables fram exchange transactions 196,974 151,263
Receivables from non-exchange transactions 50 77

364,888 284,903

Financial liabilities

At amortised cost

Trade and other creditors 386,221 323,887
Cash and cash equivalents {liabilities) 48,795 55,332
Loan facility 936,529 662,758

1371545 1,041,977

The Trust has an overdraft facility with the Bank of New Zealand, As at31 July 2016 the overdraft
was for a maximum amount of $150,000 (2015: $150,000) at the prevailing Market Connect
Overdraft Prime Rate of 7.54% (2015: 8.75%) per annum. The overdraft is unsecured and repayable
on demand.

The Trust also has Term laans with Bank of New Zeafand. The Trust entered into an agreement with
BNZ on 4 March 2015, The loans were drawndown 13 April 2015. The term of the loans ranges
from one to three years. The term foans are collateralised by all present and after acquired property
of the Trust. As at 31 July 2016 the Trust's property had a net carrying value of $1,039,351 (2015:
$768,399).

The Term loans requires the Trust to comply with certain convenants. The Trust is required to
generate Earnings Before Interest, Tax, Depreciation & Amortisation (EBITDA) that is 3.0 times more
than the interest servicing costs. As at 31 July 2016 the EBITDA is 8.03 times the interest servicing
costs. No breaches of covenants have been noted.

13. NET FINANCE COSTS

Finance income
Interest income from loans and receivables 897 1,638

Finance expense
Financlal liabilities at amortised cost 74,372 91,164

Net finance costs {73,375) {88,625}
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Notes to the financlal statements
For the year ended 31 July 2016

14. PAYABLES - EXCHANGE TRANSACTIONS

2016 2015
Accounts payable 57,874 61,340
Accruals 32,313 31,615
Duty payable 174,428 134,222
GST/PAYE payable 121,606 96,710
386,221 323,887
15. CAPITAL COMMITMENTS
There are no capital commitments at the reporting date. (2015: $Nil).
16. CONTINGENT ASSETS AND LIABILITIES
There are no contingent assets or liabifities at the reporting date. (2015: $38,002),
17. REVENUE
Revenue from exchange transactlons
Gaming machine income 6,737,637 5175217
Gain on asset sales 130,414 -
Interest received 297 1,539
Other revenue 8,557 8,293
6,878,605 5,186,049

Revenue from non-exchange transactions
There ware no revenue from non-exchange fransactions during the financial period.

18. EVENTS AFTER THE REPORTING DATE

The directors are not aware of any other matters or circumstances since the end of the reporting perod, not otherwise dealt with
in these financial statements that have significantly or may significantly affect the operations of the Trust (2015: $Nil).
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20, CHANGES IN ACCQUNTING POLICY
a) Changes due to the Inltial application of a new, revised and amended PBE Standards

This is the first set of financial statements of the Trust that is presented in accordance with PBE Standards. The Trust has
previously reported in accordance with a different GAAP.

The accounting policies adopted in these financial statements are consistent with these of the previous year, except for
instances when the accounting or reporting requirements of a PBE Standard are different to requirements under the previous
GAAP as outlined balow,

The changes to accounting policies and disclosures caused by first time application of PBE accounting standards are as follows:

PBE IPSAS 1: Presentation of Financial Statements
There are minor differences between PBE IPSAS 1 and the equivalent standard in the previous GAAP. These differences have
an eflect on disclosure only. The main changes in disclosure resulling from application of PBE IPSAS 1 are the following:

Receivables from exchange and non-exchangs transacfions:
In the financial statements of the previous financiat vear, receivables were presented as a single tolal in the statement of

financial position. However, PBE IPSAS 1 requires receivables from non-exchange transactions and receivables from exchange
transactions to be presented separataly in the statemaent of financial position. This requirement affected the presentation of both
current and comparative receivables figures. The Trust however did not have any receivables from non-exchange fransactions
to reporl.

Statement of cash flows

PBE IPSAS 2 requires that an entity that prepares and presents financial statements shall prepare a cash flow statement in
accordance with the requirements of that Standard, and shall present it as an integral part of its financial statements for each
pericd for which financial statements are presented. A Statement of cash flows is thus presented.

Under previous GAAP, no Statement of cash flows was presented,
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