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BlueSky Community Trust Limited

Directors' Report and Statement of Responsibility
For the year ended 31 Juiy 2018

Directors’ Report

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

The shareholdess of the Company have exercised their right under section 211(3) of the Companies Act 1993, whereby
pursuant to a decision of the shareholders of the Company who together hold at least 95% of the voling shares, they have
agreed not to comply with the paragraphs (a) and (e) to (j) of section 211(1) of the Act.

Statement of Responsibllity

The Direclors are responsible for the maintenance of adegquate accountlng records and the preparation and integrity of the
financial statements and related informaltion.

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

The Direclors are also responsible for the systems of internal control. These are designed to provide reasonable but not
absolute assurance as to the reliability of the financial statements, and to adequately safeguard, verify and maintain
accountability for assets, and to prevent and detect material misstatements.

Appropriate systems of infernal control have been employed to ensure that all transactions have been executed in
accordance with authority and correctly provessed and accounted for in the financlal records, The systems are
implemented and monitored by suitably trained personnel with an appropriate segregation of authority and dutles. Nothing
has come to the attention of the Directors lo indicate that any material breakdown in the functioning of these cantrols,
pracedures and systems has occurred during the year under review.

The financial statements are prepared on a going concern basis. Nothing has come to the attention of the Directors to
Indicate that the Company wili not remain a going concern in the foreseeable future. Please see Note 2(e) for further

information.

In the opinion of the Directors;
-the statement of comprehensive revenue and expense is drawn up so as to present faidy, in all material respects, the
financial result of the Company for the financial year ended 31 July 2018;

- the statement of financial position is drawn up so as to present fairly, in all material respects, the state of affairs of the
Company as at 31 July 2018;

- the statement of cash flows is drawn up so as to present faitly, in all material respects, the cash flows of the Company for
the financial year ended 31 July 2018;

- other than as disclosed in note 2(e), there are reasonable grounds to believe that the Company will be able to pay its
debts as and when they fall due.

For and on behalf of m/eoﬁptors:

g %——\___f 034. / /O / ,..2 b / X
Chairperson ) ; Date /

llrea] Loz ot ed Leorf
Director [ Date
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RSM Hayes Audit

PO Box 9588

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

Independent Auditor’'s Report T+64(9) 367 1656

WWW.I'SImMNZ.co.nz

To the Shareholders of BlueSky Community Trust Limited
Opinion

We have audited the financial statements of BlueSky Community Trust Limited (“the Company™), which
comprise:

* the statement of financial position as at 31 July 2018;

* the statement of comprehensive revenue and expense for the year then ended;

= the statement of changes in net assets/equity for the year then ended:

= the statement of cash flows for the year then ended; and

= the notes to the financial statements, which include significant accounting policies.

In our opinion, the accompanying financial statements on pages 5 to 19 present fairly, in all material respects, the
financial position of BlueSky Community Trust Limited as at 31 July 2018, and its financial performance and its
cash flows for the year then ended in accordance with Public Benefit Entity Standards Reduced Disclosure
Regime issued by the New Zealand Accounting Standards Board.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (New Zealand) (ISAs (NZ)).
Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of
the financial statements section of our report.

We are independent of the Company in accordance with Professional and Ethical Standard 1 (Revised) Code of
Ethics for Assurance Practitioners issued by the New Zealand Auditing and Assurance Standards Board, and
we have fulfilled our other ethical responsibilities in accordance with these requirements.

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

Other than in our capacity as auditor we have no relationship with, or interests in, the Company.

Emphasis of Matter

We draw attention to Note 2(e) in the financial statements, which indicates that BlueSky Community Trust
Limited's current liabilities exceeded the current assets by $1,143,485 and therefore reliant on bank funding. The
Company is also reliant on the Class 4 Operator’s licence expiring on 31 October 2018, that is renewed on an
annual basis by the Department of Internal Affair. As stated in Note 2(e), these events or conditions indicate that
a material uncertainty exists that may cast significant doubt on the Company’s ability to continue as a going
concern. Qur opinion is nat modified in respect of this matter.
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Other information

The directors are responsible for the other information. The other information comprises the Company directory
and Directors’ report and statement of responsibility on pages 1 and 2 (but does not include the financial
statements and our auditor's report thereon), which we obtained prior to the date of this auditor's report. Our
opinion on the financial statements does not cover the other information and we do not express any form of
audit opinion or assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If,
based on the work we have performed on the other information that we obtained prior to the date of this
auditor's report, 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 statements

The directors are responsible, on behalf of the Company, for the preparation and fair presentation of the
financial statements in accordance with Public Benefit Entity Standards Reduced Disclosure Regime, and for
such internal control as those charged with governance determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error

In preparing the financial statements, the directors are responsible, on behalf of the Company, for assessing the
Company'’s ability 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 Company or
to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole are 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 ISAs (NZ) 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 decisions of users taken on the basis of these financial statements. A further
description of the auditor’s responsibilities for the audit of the financial statements is located at the XRB'’s
website at:

https://www.xrb.govt.nz/standards-for-assurance-practitioners/auditors-responsibilities/audit-report-8/

Who we report to

This report is made solely to the Company's shareholders, as a body. Our audit has been undertaken so that
we might state those matters we are required to state to them in an auditor’s report and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
Company and the Company'’s shareholders, as a body, for our audit work, for this report, or for the opinions we
have formed.

aw

—_—

RSM Hayes Audit 25 October 2018
Auckland



BiueSky Community Trust Limited

Statement of Comprehensive Revenue and Expense
For the year ended 31 July 2018

Notes

Revenue from exchange transaclions 17
Gaming machine income

Other aperating revenue

Total revenue

Expenses

Depraciation 10
Gaming machine duty & Problem gambling levy

Venue rental

Legal fees and consulting

Licences & Registrations

Audit Fees

Finance expense 13
Other operating expenses 6
Total expenses

Total surplus/(deficif) for the year - before distributions

Less: distributions
Other comprehensive revenue and expense

Total comprehensive revenue and expense for the year

2018 2017
$ $
10,656,010 8,971,126
226,855 4,653
10,882,865 8,975,779
786,519 580,354
2,610,190 2,197,477
1,707,040 1,379,537
382,504 290,367
123,693 82,863
13,136 12,000
90,373 60,983
505,157 394,602
6,218,612 4,998,183
4,664,253 3,977,596
{4,754,783) (3,887,033)
(90,530) 90,563

The above statement should be read In conjunction with the notes to the financial statements.
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BlueSky Communpity Trust Limited

Statement of Changes in Net Assets/Equity

For the year ended 31 July 2018

QOpening balance 1 August 2017
Surplus/ (deflclt) for the year

Other comprehensive revenue and
expense

Closing equity 31 July 2018

The above statemant should be read in conjunction with the notes ta the financial statements.

Note

Accumulated Accumulated
Comprehensive Comprehensive
Revenue & Revenue &
Expense Expense
$ $
2018 2017

131,629 41,066
(90,530) 90,563

41,089 131,629

6
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BlusSky Community Trust Limited

Statement of Financial Position

As at 31 July 2018
Notes 2018 2017
$ 5
GCurrent assets
Cash and cash equivalents 7 88,711 97,902
Current Assets held for rasale - -
Receivables from exchange transactions 8 316,652 176,803
Receivables from non-exchange transactions 8 . 41
e 106,383 2714748

Non-currant assets
Property plant and equipment 10 2,287 258 931,398

2,287,258 931,398
Total Assets 2,603,622 1,206,144
Current lfabllities
Loan Facllity - securad 1" 757,299 383,747
Trade and clher payables 12 792,549 587,906

1,549,848 951,653
Non-~current flabilities
toan Faciity - secured 11 1,102,675 122,862
Total Liabillties 2652523 1,074,515
Total net assets 41,098 131 .Ggg
Net assets
Accumulated comprahensiva revenue and expense 41,099 131,629
Total net assets attribution 41,099 131,629

For and on behalf of the B}yﬂ."/

e

Chairgerton

Director

7
/

/S

24 /o/ 20/9

Date *

The above statement should be read In conjunction with the notes to the financial statements.
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BlueSky Community Trust Limited

Statament of Cash Flows
For the year ended 31 July 2018

Notes 2018 2017
$ $

Cash flows from operating activities
Regeipts
Recelpts from non-exchange transactions - .
Recelpts from exchange transactions 10,547,877 8,986,510
Interest received - 822
Payments
Payments to suppliers and employees (5,223,528) (4,170,138}
Distributions (4,754,783) (3,887,033)
Interest paid (88,242) (60,983)
Net cash flows from operating activitias 481,326 869,178
Cash flows from investing activities
Receipts
Proceeds from sale of property plant and equipment 374,870 43,412
Purchase of property, plant and equipmant (2,237,852) (483,837)
Net cash flows from investing activities (1,862,882) - (440,425)
Net cash flows from financing actlivities
Proceeds from draw down of loans 1,996,199 -
Repayments of loan principal (622,834) (449,820)
Net cash flows from financing activities 1,373,365 - (449,920)
Net Increase/{decrease) in cash and cash equivalents {8,191) {21,167)
Cash and cash equivalents at 1 August 97,802 119,069
Cash and cash equivalents at 31 July 7 89,711 97,902

RSM

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

Notes to the financial statements
Far the year ended 31 July 2018

1. REPORTING ENTITY

BlueSky Community Company Limited (the “Company"} Is a public benefit enlity for the purposes of financlal reporting in aceordance
with the Financial Reporting Act 2013. The Company was incorporated in New Zealand on 7 June 2011 under the Companies Act
1993, and commenced trading from 28 February 2012 upen the issue of its Class 4 Operatar’s Licenca by the Department of Intermal
Affairs under the Gamibling Act 2003.

The financial stalements and the accompanying notes summarise the financial resulls of activities carried cut by the Company. The
Company is invalved in operating gaming machines to support the wider communities around New Zealand.

2. BASIS OF PREPARATION
3) Slatemsnt of compfiance

The financial statements comply with generally accepted accounting practice in New Zealand (N2 GAAP). The primary cbjeclive of
the Company Is to apply all of its net proceeds as grants in the application of its Authorised Purpose as par the Gambiling (class 4 net
praceeds) Regulations 2004. As such the Company is @ public benefit enlity for the purpose of complying with NZ GAAP. The
financial statements of the Company comply with Public Benefit Entity Standards Reduced Disclosura Regime ("PBE Standarda
RDR") and disclosure concesslons have been applied. The Company Is eligible to report in accordance with PBE Standards RDR
because it does not have public accountability and is not large, All reduced disclosune regime exemptions have been edopted. This
decision results in the Company not preparing a Statement of Service Performance for both reparting periads.

The financial statements for the Company are for the year ended 31 July 2018, and were authorised for {ssue by the Board on the
date reflected on page 7.

b) Measurement basis
The financial statements have been prepared on the hisfarical cost basis.

¢) Functional and presentation currency
The financial statements are presented in New Zealand Dollars ($}, which is the functional and presentation currency. All values are
rounded fo the nearest dollar unless otherwise stated.

‘There has been no change in the functional currency of the Company.

d) Changes in accounting policy
There has been no changes to the accounting policies. All palicies applied are cansistant with prior year.

o) Basis of preparation

The financial statements have been prepared on a golng concem basis, the validity of which depends on the Company continuing to
generate adeguate operating revenue and cash flows from its gaming machines to cover the Campany's operating costs which include
the paymenis required under the gaming machines finance agreements. it is the considered view of the Board of Directors that the
gaming machines will continue to satisfy these requirements. The Company has net current liabilities of $1,143,485 as at 31 July 2018
(2017: $676,907) which is predominantly due to the BNZ Term loan facility - secured of $757,298 and gaming duly payable of
$299,458 within the next year. The Company is also subject to annual relicensing by the Depariment of Infemal Affalrs. if the
Company is unable to confinue in operational existence in the foreseeable future, adjustmants may have to be made to reflect the fact
that assets and liabilities may need o be realised at amounts other than those at which they are currently recorded in the statement of
financtal position and the Company may have to provide for further liabilities that may arise.

3, PRINCIPAL ACTIVITY

The Company's principal activity is the operation of gaming machines for the purpose of generating surplus revenue o be distributed
in accordance with ihe objectives of the Company. Under the terms and Constitution of the Company, lhe grants paid are required to
be used for any charitable and non-commercial puspose that is beneficial to the whole or a section of 8 community. The Company
pricsilises funding applications which support wider communities accross New Zealand.

s
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BlueSky Community Trust Limited

Notes to the financial statements
For the year ended 31 July 2018

3. PRINCIPAL ACTIVITY {CONT'D)
All garing machine granis paid by the Company have been appropriately used for the Autharised Purpose,
4, SIGNIFICANT JUDGMENTS AND ESTIMATES

The preparation of the Company’s financial statements requires management o make judgements, estimates and assumptions that
affect (he reporied amounis of revenues, expenses, assels and liabilities, and the accompanying disclosures, and the disclosure of
contingent liabilities. Uncertalnty about these assumptions and estimates could result in cutcomas that require a material adjustment
fo the carrying amount of assets or liabilities affected in future periods.

a} Judgements:
In the process of applying the Company’s accounting policles, management has made the following judgements, which have the most
significant effect on the amounts recognised in the financial staterments:

Classification of non-financial assets as cash generating assels or nop-cash-genereling assels

For the purpose of assessing impairment Indlcators and impairment testing, the Company classifies non-financial assets as either
cash-generafing or non-cash-generating assets. The Company classifies a non-financial asset as a cash-generating asset If the
primary ohjective of the asset Is to generate commercial return. All other assels are classifled as non-cash-generating assets.

The majerity of property, plant and equipment held by the Company is classified as cash-generating assets.

b} Assumptions and estimation uncertainties

The key assumptions conceming the future and other key sources of estimation uncertainty at the reporting date, that have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilittes within the next financlal year, are
described below. The Company based It assumptions and estimates on parameters avallable when the financial statements were
prepared, Existing circumstances and assumptions about future developments, however, may change due fo market changes or
circumstances arising beyond the coniro! of the Company. Such changes are reflected in the assumptions when they oceur.

Fair value measurement of financial instruments

When the falr valyes of financial assets and financial liabllities recorded In the statement of financial position cannot be measured
based on quoted prices in active markets, thelr fair value is measured using valuation techniques including the discounted cash flow
(DCF) model. The inputs to these models ara 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 assumptions about these factors could affect the reported fair value of financial instruments.

Useful lives and residusf values
The useful lives and residual values of assels are assessed using the following indicators to inform potential fulure use and valus
from disposal:

3 The condition of the asset based en the assessment of Directors of the Company

3 The nature of the assat, Its susceptibility and adaptability to changes in technology and processes

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

> Avallability of funding to replace the asset

> Changas in the market in relation to the asset

Changes In accounting estirmates
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 benefils or service potential will flow to the Company and the
revenué can be reliably measured, regardiess of when the payment is being made. Revenue s measured at the fair value of the
consideration recelved or recelvable, taking info account contractually defined terms of payment and excluding taxes or duty.

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

10




BlueSky Community Trust Limited

Notes to the financial statements
For the year ended 31 July 2018

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

i} Ravenue from exchange transactions
interest revenue

For all financial instruments measured at amorlised cost and interest-bearing financlal assets classified as available-for-sale, Interest
incorne Is recorded using the effactive interest rate. Effeclive interest rate is the rate that exactly discounts the estimated future cash
paymerts or recelpts over the expected life of the financial Instrument or a shorter period, where appropriate, to the net camying
amount of the financlal asset or lability.

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

Gaming machine revenug

Revenue shown in the Statement of Comprehensive Revenue 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

recoonised on a dally basis.
Gaming profits represent the net win to the Company from gaming activities, being the difference betwaen the amounts wagered and

amounts won by gaming patrons.
i} Revenue from non-exchange transactions
The Company did not receive any non-exchange revenue during the current financial period,

b) Finance income and finance costs

Finance income comprises Interest income on financial assets. Intarest income s recognised as it accrues, using the effactive interest
method.

Finance costs comprise Injarest expense on financial liablllties.
c) Financial Instruments

Financial assets and financlal liabilities are recognised when the Company becomes a party to the contraciual provisions of the
finanelal instrument.

1



BlueSky Community Trust Limited

Notas to the financial statements
For the ysar ended 31 July 2018

5, SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

) Financial instruments {cont'd)

The Company derecagnises a financial asset when the contractual rights 4o the cash flows from the assat expire, or it transfers the
rights o recelve the contractual cash flows in a transaction in which subslantially all the risks and rewards of ownership of the
financlal asset are transferred. Any interest in transferred financlal assels that Is created or retained by the Company Is recognised

as a separate asset or liability.

The Company derecognises a financlal flability when iis contractual obligations are discharged, cancellad, or expire.
The Company also derecognises financial assets and financiz liabilities when there has been significant changes to the terms
and/or the amaunt of contractual payments to be recelved/pald,

Financial assets and ffabifities are offset and the net amount presented in the statement of financial position when, and only when,
the Company has a lega! right to offset the amounts and infends either to selile on a net basis or to realisa the asset and seftla the

liability simullanecusty.
The Company classifies financial assets as loans and receivables.
The Company recognises financlal fiabilities at amortised cost,

Financlal Instrurnents are Initially measurad at falr value, plus for those financial instruments not subsequently measured at fair
value throwgh surpius or daficit, directly atiributable transaction costs.

Subsequent measurament Is dependent on the classification of tha financlal Instrument, and Is specifically detalled in the
accounting policies below.

i) Loans and receivables
Loans and receivables are financial assets with fixed or determinable payments that are not guoled in an active markel.

Loans and receivables are subsequently measured at amorised cost using the effective interest method, less any impaimment
{osses.
Loans and receivables comprise cash and cash equivalents and receivables.

Cash and cash equivalents in the statement of financial position comprise cash at bank and in hand and short-term deposits with
an original maturity of three months or less that are readliy converlible to known amounts of cash and which are subject to an
insignificant risk of changes in value.

For the purposes of the statement of cash flows, cash and cash equivalents consisi of cash and cash eguivalenis as defined
above,

iiy Amartised cost financial liabilities
Financial liabilities classified as amortised cost are non-derivative financial liablifies that are not classified as falr value through

surplus or deficit financial llabllities.
Financial fabilities ctassified at amortised cost are subsequently measured at amortised cost using the effective interest method.
Financial liabikties classified as amorlised cost comprise payables, loans and finance lease payabla.

d) Impairment of non-derivative financlal assets

A financial asset nol subsequenily measured at fair value through surplus or deficit is assessed at each reporting date to
datermine 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 events that occurred after the initial recognition of the asset, and that the loss event(s) had
an impact on the estimated future cash flows of that asset that can be estimatad reliably.

Objeciive evidence that financlal assafs are impaited includes default or definquency by a counterparty, restructuring of an amount
due to the Company on ferms thal the Company would not consider otherwise, indications that a counterparty or issuer will enfer
bankruptey, adverse changes in the payment status of borrowers or issuers, economic conditions that correfate with defaulls or the
disappearance of an aclive market for a security.

12




BiueSky Community Trust Limited

Notes to the financial statements
For the year ended 31 July 2018

5. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
d) Impalrment of non-derlvative financlal assets {cont'd)

1} Financial assets classifled as loans and receivables
The Company cansidars evidence of impairment for financial assets measured at amoriised cost {loans and racelvables) at both a

specific asset and collective level.

All individuatly significant assets are assessed for specific impairment. Those found not to be specifically impaired are then
collactively assessed for any impairment that has been incurred but not yet identifiad.

Assets that are not individually significant are collectively assessed for impairment by grouping tegether
assets with similar risk characteristics.

In assessing collective impairment the Company uses historlcal trends of the probability of defaull, 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 aclual losses are likely to be greater or less than suggested by historical trends,

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference betwesen Its canying
amount and the present value of the estimated future cash flows discounted at the assel'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 assat continues to be recognised.

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

e} Property, plant and equipment

i} Recognition and measurement
ltems of property, plant and equipment are initially measured al cost. Cost includes expenditure that is direclly attributable to the
acquisition of the items. Where an asset is acquired in a non-exchange transaction for nil or nominated consideration, the asset is

initizlly measured at its fair value.

ltems of property, plant and equipment are subsequently measured at cost less accumulated depreciation and accumulated
impairmant losses.

When parts of an item of property, plant and equipment have different usefut lives, they are accountad for as separate items
{major components) of property, plant and equipment.

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

fi) Subsequent expenditure
Subsequent expenditure is capitalised only when it is probable that the future economic benefits associated with the expenditure

will fiow to the Company. Ongoing repairs and maintenance is expensed as Incurred.

illy Depreciation
For property, plant and equipment, depreciation is based on the cost of an asset less its rasidual value

Depreciation Is recognised in statement of comprehensive revenue and expense an a straight-line basls over the estimated useful
lives of each component of an item of property, plant and equipment. Leased assets are depreciated aver the shorier of the lease
term and their useful lives unless it Is reasonably certain that the Company will obtaln ownership by the end of the lease term.

R B
RSM
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BlueSky Community Trust Limlited

Notes to the financial statements
For the year ended 31 July 2018

5, SIGNIFICANT ACCOUNTING POLICIES (CONT'D)
e} Property, plant and equipment (cont'd)

The estimated usefui lives are;
Gaming machines & Equipment 3 years

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

f) Impairment of non-financial assets

The carrying amounts of the Company's non-financial assels are reviewed at each reporting date to determine whether
there Is any Indlcation of impairment. If any such indication exists, then the asset's recoverable amount Is estimatad.

The recoverable amount of an asset or CGU is the greater of its value in use and its falr 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
market assessments of the time value of money and the risks specific to the asset or CGU.

Impairment losses are recognised in statement of comprehensive revenue and expense. An impalrment loss is reversed
only to the extent that the asset's carmrying amount does not exceed the camrying amount that would have been determined,
net of depreciation or amortisation, if no impairment loss had been recognised.

g) Leases

I} Classification and treatment
Leases in terms of which the Company assumes substantially all the risks and rewards of ownership are classified as

finance leases.
Einance leases
Upan initial recognition the leased asset is measured at an amount equal to the lower of ifs fair value and the present

value of the minimum lease payments. Subsequent to initial recognition, the asset is accounted for in accordance with the
accounting policy applicable to that assat.

h) Equity

Equity is the community’s interest in the Company measured as the difference between total assets and total liabilitles.
Equity is made up of the fallowing component:

Accumulated comprehensive revenue and expense
Accumulated comprehensive revenue and expense is the Company’s accumulated surplus or deficit since the formation of

the Company adjusted for transfers tolfrom specliic reserves.

14



BlueSky Community Trust Limited

Notes to the financial statements
For the year anded 31 July 2018

5. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

1} Income Tax

The Company 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
Company's Authorised Purpose statement as approved by Depariment of Internal Affairs.

j) Goods and services tax

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

k) Distributions to the Community
Distributions to the Community are recorded as an appropriation of the surplus for the year.

Net surplus generated by the Company is to be paid out in accordance with the Gambling (Class 4 Net Proceeds)
Regulations 2004. The regulation stipulates that all or nearly afl net surplus must ba distributed during the financlal year
and any remainder of net surplus within 3 months afier the end of each of its financial years, In addition, the Company is
expected to generate net surplus equal to 40% of Its GST exclusive gross receipts in each financial year,

For the current financlat year the Company has generated net surplus equal to 42.86% of its GST exclusive gross recelpls
(2017: 44.31%). All net surplus generated from last financial year has been distributed in the current year.

Payment requires approval by the Beard of Directors that the recipient has requested the donation for an “authorised
purpose" as defined by the Gambling Act 2003,
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BlueSky Community Trust Limited

Notes to the financial statements
For the year ended 31 July 2018

6. OTHER OPERATING INCOME/EXPENSES

2018 2017

Cperating expenses include all the expenses including the following:

Gaming machine maintenance 96,846 82,420

Servicing of equipment 56,478 38,068

EMS monthly fees 78,023 69,214
7. CASH AND CASH EQUIVALENTS

Cash and cash equivalents include the following components:

Current assets:

Cash at bank 89,711 97,902

Current liabilities:

Bank overdrafts - -

Total cash and cash equivalents In statement of cash flows 89,711 97,902

The Company has $150,000 unsecured ovedratt facility at reporting date (2017: $150,000) all undrawn.

8. RECEIVABLES

Trade raceivables from exchange transactions 276,889 150,257
Allowance for impairment - -
Net trade receivables from exchange fransactions 276,889 150,257
Prepayments 39,763 26,546
Receivables from exchange transaclions 316,652 176,803

There are no amounts overdue nor impaired as at year end refating to trade receivables from exchange transactions,

Income tax refund due -

41

Receivables from non-exchange transactions -

41
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BlueSky Community Trust Limited

Notas to the financlal statements
For the year ended 31 July 2018

9, RELATED PARTY TRANSACTIONS AND BALANCES

Compensation of key management personnel
An honerarium was pald to Directors of $48,000 (2017: $35,600) for sarvices lo the Net Procaeds Commities as well as

their duties as directors.,

10, PROPERTY, PLANT AND EQUIPMENT

31-Jul-18 31-Jul17
Accumulated .
Accumulated Carrying Carrying
et depreciation value Gast depreclation &  ~,,,
Impalrment
Gaming machines & Equipment 4,137,432 1,850,173 2,287,259 2,439,698 1,508,300 931,398
4,137,432 1,850,173 2,287,259 2,439,698 1,508,300 $31,398
Reconciliation of property, plant and equipment - July 2013
Opening ) aame Closing
balance Additions Disposals  Depreciation batarce
Gaming machines & Egquipment 931,308 2,293,663 154,283 786,519 2,287,259
931,398 2,293,663 151 ‘283 786,519 2,287,259
Net book value
As at 31 July 2018 2,287,259
As al 31 July 2017 931,398
11. LOANS
Effective
interest rate % Year of Maturity 2018 2017
Current interest bearing loans & borrowings
Secured bank foan 7.86% - B.10% 2018 - 2021 757,299 363,747
Non-current interest bearing loans & borrowings
Secured bank loan 7.96% - 8.10% 2018 - 2021 1,102,675 122,862
1,860,974 486,609

At reporting date, alf loans were sacured over gaming machines and assoclated equipment In note 10.
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BluaSky Community Trust ! Imited

Notes to the financial statements
For the vear ended 31 July 2018

12. CATEGORIES OF FINANCIAL ASSETS AND LIABILITIES

The carrylng amounts of financial instruments presented In the statement of financial position
refate to the following categories of assets and liablfities;

2018 2017
Financlal assets
Loans and recefvables
Cash and cash equivalents (assels) 89,711 87,902
Receivables from exchange transactions 316,652 176,803
Recelvables from non-exchange transactions 4

406,363 274,746

Financial liabflities

At amortised cost

Trade and other creditors - 276,209 150,988
Cash and cash equivalents {liabilities) - -
Loan facility 1,859,974 486,609

2,136,183 646,587

The Company has an overdraft facility with the Bank of New Zealand. As at 31 July 2018 the
overdraft was for a maximum amouni of $150,000 (2017: $150,000) at the prevailing Market
Connect Overdraft Prime Rate of 7.53% (2017: 7.53%) per annum. The overdraft is unsecured
and repayable an demand.

The Company also has Term loans with Bank of New Zealand. The term of the leans ranges from
twa to three years. The term loans are collateralised by all present and after acquired property of

the Company. As at 31 July 2018 the Company's property had a net canying value of $2,287,259
{2017: $931,398).

The Term loans requires the Company to comply with certain convenants. The Company 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 2018 the EBITDA is 8.70 times the
inlerest servicing casts (2017: 12,01 times). No breaches of covenants hava bean noted.

13, NET FINANCE COSTS

Finance income

Interest income from loans and receivables - 822
Finance expense

Financial liabifities at amortised cost 90,373 60,983
Net finance costs (50,373) {60,161)
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BilueSky Community Trust Limited

Notes o the financlal statements
For the year ended 31 July 2018

14. PAYABLES - EXCHANGE TRANSACTIONS

208 2017
Accounis payable 241,637 94,809
Accruals 34,572 65,179
Duty payable 299,468 234,617
GST/PAYE payable 216,882 193.301
792,548 687,906

15, CAPITAL COMMITMENTS

There are no capital commitments at the raporting date. (2017: $NIf).

16. CONTINGENT ASSETS AND LIABILITIES

There are no contingent assets or liabilities at the reperting date. (2017: $Nil).

17. REVENUE

Revenue from exchange transactions
Gaming machine income 10,656,010 8,971,126
Gain on asset sales 226,855 1,857
Interest received - 822
Other revenue 2174

10,882,865 8,875,779

Revenue from non-exchange transactions
There were no revenue from non-exchange transactions 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 period, not otherwise dealt
with In these financial statements that have significantly or may significantly affect the operations of the Company (2017:

$NI).
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