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Statutory Accounts — 31 December 2022

Directors’ Report

The directors present their report on the consolidated entity (referred hereafter as the ‘Group’)
consisting of Mayfield Childcare Limited (‘Mayfield’ or ‘Company’) and the entity it controlled during,
and at the end of, the year ended 31 December 2022.

DIRECTORS

The directors of Mayfield in office at the date of this report are:
e David Niall, Chairman (since 22 August 2022) and Non-Executive Director
¢ Ashok Naveinthiran, Executive Director & CEO (appointed 22 August 2022)

e Lubna Matta, Non-Executive Director
Peter Lowe was the Chairman and a Non-Executive Director from the start of the reporting period until his resignation on 22 August 2022.
Dean Clarke was an Executive Director and the CEO from the start of the reporting period until his resignation on 22 August 2022.
Michelle Clarke was an Executive Director from the start of the reporting period until her resignation on 22 August 2022.

John Kaminsky was a Non-Executive Director from his appointment on 22 August 2022 to his resignation on 30 March 2023.

PRINCIPAL ACTIVITIES

During the year the principal activity of the Group consisted of operating long day childcare (LDC)
centres located in Victoria, Queensland and South Australia.

REVIEW OF OPERATIONS
Centre Operations & Compliance
Key activities and highlights during the year:

e Successfully navigated COVID-19 pandemic including the Omicron outbreak in Q1 which had
a significant impact on our Queensland centres;

e Sold one Victorian LDC centre in May 2022, reducing the number of licensed LDC places from
3,199 to 3,109 at year-end;

e Successfully integrated the operations of the 14 centres acquired in December 2021, including
implementing Mayfield’s systems and processes;

e Enhanced focus on quality and compliance and appointed a National Quality and Compliance
manager to drive continuous improvement across all centres;

o Received its first ever Exceeding rating in an Assessment and Rating by the Department of
Education in November 2022, reflecting the enhanced focus on quality and compliance; and

e Appointment of Facilities Manager and rollout of preventative maintenance program to ensure
centre quality is managed efficiently and cost effectively.

Independent Forensic Investigation

Subsequent to the end of the year, following an internal review of historical supplier payments for the
purposes of preparing the Group’s 2023 capital expenditure budget, anomalies were uncovered which
led to the appointment on 24 January 2023 of KordaMentha to conduct an independent forensic
investigation in relation to the period from 1 January 2020 to 31 December 2022.

For further information, please refer to the Matters Subsequent to the End of the Year section of this
report, as well as Note 5 Correction of errors and variation from preliminary financial report and Note
22 Related party transactions to the consolidated financial statements for the year ended 31
December 2022.
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Financial Performance

During the year the Group:

e Paid a 2.00 cents per share, fully franked final dividend for the 2021 calendar year in
April 2022 totalling $1,268,255, comprising:

o Cash payments totalling $401,169; and
o The issue of 774,184 DRP shares at $1.12 per share;

o Paid a 2.76 cents per share, fully franked interim dividend for the first half of the 2022 calendar
year in September 2022 totalling $1,771,532, comprising:

o Cash payments totalling $596,855; and
o The issue of 1,129,497 DRP shares at $1.04 per share; and
e Reduced its net debt (borrowings less cash) from $6.2 million to $1.7 million.
The Group made a statutory net profit after tax (NPAT) for the year of $4,876,741.

Material Risks

Mayfield Childcare identifies and manages risks in accordance with the Group’s Risk Management
Framework. The Group has, through the application of the Risk Management Framework, identified
material strategic, operational and financial risks which could adversely affect achievement of the
Group’s strategic objectives. We are committed to ensuring that we fully meet our duty of care to the
children entrusted to us, and to our wonderful educators and stakeholders, many of whom have been
with us since the start of the Mayfield journey in 2016.

Risk Mitigation

Regulatory Environment e The Group is not aware of any significant upcoming changes to
Changes to childcare laws and the regulatory environment that would adversely impact its
regulations could impact the operations.

Group's operations and e Changes to the regulatory environment are introduced slowly
performance. which allows the Group to adapt as required. As an approved

childcare provider, the Department of Education keeps the
Company and its National Quality and Compliance Manager
apprised of upcoming regulatory changes and conducts regular
training.

e The CEO ensures that any material regulatory changes are
brought to the attention of the Board at the Company’s monthly
Board meeting.

Government Funding e Government funding for the industry has bi-partisan support and
Reductions in Government funding is recognised as a key factor in driving female workforce

could impact affordability and participation and bolstering the broader economy.
consequently, demand for e Government continues to improve affordability by removing
childcare. rebate caps and increasing rebates.

Compliance ¢ Regular reviews of policies and procedures and periodic staff
Loss of childcare license and training to ensure compliance with regulatory requirements.
approvals would impact ability to e Proactive reporting to the Department of Education to meet and
continue service offering. exceed its compliance obligations.

e Appointed a National Quality and Compliance Manager this year
to further enhance its compliance focus.
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Financial
Loss of access to debt funding
could impact growth opportunities.

The Group has low levels of debt and strong performance against
banking covenants, with sufficient operational cashflow.

Strong banking relationships and access to equity capital markets
as an alternate source of funding.

Ability to fund further acquisitions through the issuance of scrip to
vendors.

Leasehold

Deterioration in leasehold terms
could impact underlying business
value.

Long term lease arrangements ensure stability of leasehold
terms; weighted average lease term of 22 years for MFD centres
and 36 years for Genius centres.

Diversification of landlords across both single property owners
and sophisticated institutions.

Competition
Increased competition could impact
business performance.

The Early Childhood Education & Care industry is highly
fragmented with no single operator able to stifle competition.
Supply growth has slowed significantly due to increased property
development costs.

Most markets currently face undersupply.

Barriers to entry increasing with staff shortages and lengthy new
centre development cycles.

Management and Staffing
Inability to retain and attract staff
could impact business
performance and level of activity.

Offering centre staff career pathways throughout the Group drives
retention.

Geographic positioning allows centres to share staff and rely less
on external recruitment to meet demand.

Centralised head office functions reduce centre level burden and
allows further capacity at a centre.

Group pays above award salaries for critical roles.

Focus on reward and recognition programs and staff benefits
continues to drive overall satisfaction and retention.

Group utilises referral programs and sign-on incentives to drive
talent acquisition.

Margins

Increase to centre expenses,
wages and lease costs could
compress margins.

The Group reviews its pricing model annually and has the ability
to raise its average daily fees to improve its margins.

Scale of the Group drives cost efficiencies and ability to compete
favourably with smaller operators.

Almost half of the Group’s leaseholds stipulate fixed fee increases
p.a. which provides a level of protection in an inflationary
environment.

The Group actively manages its portfolio of centres and divests
financially underperforming centres as required.

Acquisition Pipeline

Reduction in quality and quantity of
centres available to acquire could
slow further revenue growth.

Incubator Agreement and Childcare Development Plan with
Genius Childcare provides the Group with a pipeline of
acquisitions.

The Group actively works with multiple brokers to seek new
acquisition opportunities.

Mayfield is viewed as a preferred tenant by landlords due to its
covenant strength. This results in an advantage when competing
for acquisitions.

Acquisition Performance
Underperformance of acquisitions
could be earnings dilutive.

New acquisitions are assessed with a bottom-up forecast model
which utilises the extensive data on file from the Group’s existing
centres and prior acquisitions.

As part of new acquisition due diligence, the Group verifies the
integrity of the data provided by vendors using third-party sourced
systems.
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Non-IFRS Financial Information’

After reversing the property leases impact of AASB 16 Leases?, Underlying NPAT from Continuing
Operations was up $3,115,736 or 75.8% on the previous corresponding reporting period as follows:

Statutory Reversing Underlying Underlying

Full Year AASB 16 Full Year Full Year

2022 Impact 2022 2021

Restated

$000 $°000 $’000 $000

Revenue 70,481 (32) 70,449 40,062
Labour costs (38,442) - (38,442) (22,747)
Centre operating expenses (5,316) - (5,316) (2,293)
Facilities (2,730) (8,558) (11,288) (5,800)
Centre EBITDA 23,993 (8,590) 15,403 9,222
Head office staff & related costs (2,188) - (2,188) (1,528)
Other corporate overheads (1,619) (146) (1,765) (862)
Misappropriated funds (105) - (105) (67)
EBITDA 20,081 (8,736) 11,345 6,765
Depreciation (10,050) 8,978 (1,072) (709)
EBIT 10,031 242 10,273 6,056
Finance costs (3,468) 3,037 (431) (354)
Tax (1,633) (984) (2,617) (1,593)
NPAT from Continuing Operations 4,930 2,295 7,225 4,109
Net loss on disposal of centre (53) - (53) -
Net acquisition & disposal costs - - - (1,286)
NPAT 4,877 2,295 7,172 2,823

1. Underlying, NPAT, NPAT from Continuing Operations, Centre EBITDA, EBITDA and EBIT are non-statutory financial concepts and
measures which are not prescribed by Australian Accounting Standards (AAS). The Directors consider that these measures are
useful in gaining an understanding of the performance of the entity, consistent with internal reporting.

2. For an explanation of the impact of AASB 16 Leases refer Note 1. Summary of significant accounting policies on page 26.

After reversing the property leases impact of AASB 16 Leases, underlying Earnings Per Share (EPS)
was up 2.88 cents per share or 39.1% as follows:

Underlying EPS Statutory Reversing | Underlying Underlying
2022 AASB 16 2022 2021
Restated
Cents Cents Cents Cents
Basic and diluted earnings per share 7.58 3.57 11.15 8.27
$ $ $ $

Earnings used in calculating EPS
Net Profit After Tax (NPAT) 4,876,741 2,294,968 7,171,709 2,823,066
Number Number Number Number

Weighted average number of shares 64,295,400 64,295,400 | 64,295,400 34,127,659

1. Underlying EPS is a non-statutory financial measure which is not prescribed by Australian Accounting Standards (AAS). The
Directors consider that this measure is useful in gaining an understanding of the performance of the entity, consistent with internal
reporting.
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DIVIDENDS

On 28 February 2023 a final dividend for the year ended 31 December 2022 of 4.38 cents per ordinary
share, fully franked, was declared, with a record date of 8 March 2023. The dividend will be paid on
21 April 2023, the total cash cost of which is estimated to be $2,860,696, as the Company is not
offering its Dividend Reinvestment Plan (DRP) on this occasion.

MATTERS SUBSEQUENT TO THE END OF THE YEAR

On 8 February 2023 the Group announced to the market the acquisition of a 75 licensed places
childcare centre in Cairns, Queensland, with a purchase price of $1.07 million, representing a
purchase price multiple of 5.0 times forecast CY23 centre EBITDA. As part of this transaction the
Group entered into a lease arrangement for the property which is owned by a related party of Genius
Education Holdings Pty Ltd, a major shareholder of the Company.

On 1 March 2023 the Group executed a Business Sale Agreement with Genius Learning Pty Ltd
(‘Genius Learning’), a related party of Genius Education Holdings Pty Ltd, to acquire two childcare
centres with a combined total of 140 licensed places for total consideration of $2.4 million. The Group
and the vendor are working through the Conditions Subsequent outlined within the Business Sale
Agreement to complete the acquisitions.

On 2 March 2023 Michelle Clarke’s consultancy with the Group ended.

On 29 March 2023 the Group announced to the market that it had received KordaMentha'’s final
independent forensic accountant’s report (‘Report’) in relation to the period 1 January 2020 to 31
December 2022 ('Investigation Period').

The Report concluded that, during the Investigation Period:

*  Funds totalling $374,713 (including GST) appear to have been misappropriated from the Group
by a former senior employee/director of the Group (‘Misappropriated Funds’) (‘Former
Employee'); and

« At the direction of the Former Employee, payments totalling $810,818 were misallocated over
the Investigation Period to deliberately misrepresent earnings, apparently in connection with the
Misappropriated Funds (‘Misallocated Payments’)

The Group is receiving legal advice in relation to recovery of the Misappropriated Funds, including
preservation of assets sufficient to compensate the Group for any loss and damage suffered. The
Group is satisfied with the recovery options available to it.

The Group will pursue all available claims for any loss and damage suffered by the Group in relation
to the Misappropriated Funds and Misallocated Payments, including the cost of the forensic
investigation and preparation of the Report, legal costs and interest, however no asset has been
recognised in the financial report in relation to any potentially recoverable amounts.

The Group will undertake an internal review of transactions prior to the Investigation Period. If
necessary, the Group will provide a further update to the market at the relevant time, however any
future financial statements adjustments arising from the future internal review are not expected to be
material.

No other matter or circumstance has arisen since 31 December 2022 which has significantly affected,
or may significantly affect:

(a) the Group’s operations in future financial years, or
(b) the results of those operations in future financial years, or
(c) the Group’s state of affairs in future financial years.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS OF OPERATIONS

The Group expects to continue to execute its business plan, in line with its strategic objectives, which
includes both organic growth and the acquisition of additional childcare centres.
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DIRECTORS’ DETAILS

Further information regarding the directors of Mayfield Childcare Limited, in office at the date of this
report, is as follows:

David Niall

BSc (Hons.) (University of Melbourne); MBA (Harvard Business School); GAICD.

Chairman since 22 August 2022 and Non-Executive Director.

Experience and expertise

David Niall is an experienced executive and company Director. David brings over 30 years of
experience in developing and implementing strategy with a focus on growth and value creation. David
brings strategic knowledge and skillsets across risk management and governance, people and culture
and building successful teams. David has a deep knowledge of high growth and early-stage
companies with extensive experience in developing and launching innovative products. David has
been responsible for establishing and driving implementation of complex strategic programs across
the telecommunications, technology, childcare and management consulting industries. David serves
as a non-executive director for ASX listed Rewardle Holdings Limited (ASX: RXH).

Current directorships of other listed companies
Non-Executive Director of Rewardle Holdings Limited (ASX: RXH).
Former directorships of other listed companies (last 3 years)
None.

Interests in Company shares and options

22,988 ordinary, fully paid shares.

Ashok Naveinthiran

Bachelor of Commerce (University of Melbourne)

Executive Director and Chief Executive Officer appointed 22 August 2022.
Experience and expertise

Ashok brings deep knowledge and experience in finance, private equity and early education, being a
seasoned leader with a proven track record of leading teams and driving business growth. He
undertook undergraduate finance and actuarial studies at the University of Melbourne, then initially
worked in Equities, Institutional Banking and Capital Advisory for large financial institutions in the UK
and Australia, gaining extensive knowledge of corporate finance, market and credit risk.

Before joining Mayfield, Ashok served as the CEO of Genius Childcare, where he managed a portfolio
of childcare assets and was instrumental in the transition of the Genius Education portfolio to Mayfield.

Prior to this, Ashok was a Partner at Sprint Capital Partners, where he managed and co-invested in a
portfolio of early-stage ventures and led a number of complex projects to successful outcomes.

Ashok is co-founder of Genie Rostering, a specialised childcare platform developed to improve
childcare centre rostering efficiency and compliance. Genie Rostering was used in the 14 centres
acquired by the Company in December 2021 and is currently used across all Genius Learning centres.

Current directorships of other listed companies

None

Former directorships of other listed companies (last 3 years)
None

Interests in Company shares and options

None
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Lubna Matta

Bachelor of Laws (LLB) (Monash University)
Non-Executive Director.

Experience and expertise

Lubna holds a Bachelor of Laws Degree from Monash University. Lubna Matta is currently the owner
and founder of UrbanCo IGA, a chain of independently operated supermarkets and has been a
member of a number of Metcash Limited Committees as well as the Victorian Retailer State Board.
Lubna specialises in developing and growing companies addressing local community needs. She has
been pivotal in forging relationships with online logistics organisations to establish on demand grocery
needs of consumers which has now been adopted by supermarket chains, large and small. Lubna
brings over 15 years experience in legal, corporate advisory and business growth.

Current directorships of other listed companies

None.

Former directorships of other listed companies (last 3 years)
None.

Interests in Company shares and options

None.

COMPANY SECRETARY
Andrew Draffin
B.Comm.(Acc.), CA.
Company Secretary.
Experience and expertise

Andrew is a Chartered Accountant with a strong focus on financial reporting, treasury management,
management accounting and corporate advisory services. Andrew provides these services to both
publicly listed and private companies, covering a broad range of industries. He has gained experience
in capital markets at both primary and secondary levels over his more than 25-year career.

Andrew is also a Director, Company Secretary and CFO of ASX listed, London AIM listed, and private
companies operating in the industrial, renewable energy, exploration and mining and investment
sectors. These companies have a broad range of projects and operations in various geographical
locations including Australia, New Zealand, Asia, Europe, Africa and North and South America. His
particular focus in performing these roles is providing oversight on financial reporting, treasury
management and regulatory compliance. Andrew has experience in both pre and post initial public
offerings.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

Other than the changes to the composition of the Board, the change of Chief Executive Officer and
the integration of the 14 centres acquired in December 2021 and their providing a full 12 month
contribution to the annual result for the first time, along with those matters noted in the Review of
Operations (above), in the opinion of the directors there were no other significant changes in the state
of affairs of the Group that occurred during the year not otherwise disclosed in this report or in the
accompanying financial statements.
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DIRECTORS’ MEETINGS

The number of meetings of the Board of Directors of Mayfield Childcare Limited, held during the year
ended 31 December 2022, were as follows:

Name of director Full meetings of
directors

A B
Current directors
David Niall 17 17
Ashok Naveinthiran (22/8/2022 - 31/12/2022) 11 11
Lubna Matta 17 17
Former directors
Peter Lowe (1/1/2022 - 22/8/2022) 6 6
Dean Clarke (1/1/2022 - 22/8/2022) 6 6
Michelle Clarke (1/1/2022 - 22/8/2022) 6 6
John Kaminsky (22/8/2022 - 31/12/2022) 11 11

A = Number of meetings attended.
B = Number of meetings held during the time the director was in office.

To date, the Company has conducted all business through meetings of the full Board.

REMUNERATION REPORT

This audited remuneration report sets out remuneration information for Mayfield Childcare Limited’s
non-executive directors, executive directors and other key management personnel (KMP).

KMP are defined as those persons having authority and responsibility for planning, directing and
controlling the major activities of the Group, either directly or indirectly.

A. Principles used to determine the nature and amount of remuneration

Non-Executive Directors

The fees paid to non-executive directors, including the Chairman, reflect the demands which are made
on, and the responsibilities of, the directors. Directors’ remuneration consists of an annual fee plus
statutory superannuation. Directors are also entitled to reimbursement of reasonable expenses
incurred on Group business. Whilst directors do not receive additional ‘per meeting’ fees, they may
be paid for additional hours worked over and above their contracted obligations.

The current annual fees for the Company’s non-executive directors, including statutory
superannuation, are:

Director Director’s Fee Comment
David Niall $80,731 p.a. Chairman of the Board.
Lubna Matta $40,684 p.a. Non-executive director

The Board may adjust the remuneration of non-executive directors from time to time, up to an
aggregate amount of $300,000 p.a. in accordance with the Company’s constitution. Any increase in
the remuneration pool will require shareholder approval.

Non-executive directors are currently ineligible to receive benefits under the Employee Share and
Option Plan (ESOP) adopted by the Company.

10
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Executive Directors (excluding the Chief Executive Officer)

The remuneration of Group directors employed in executive roles is set by the Board, taking into
account the demands which are made on, and the responsibilities of, directors. Executive directors
are also entitled to reimbursement of reasonable expenses incurred on Group business. Executive
directors do not receive additional ‘per meeting’ fees.

Executive directors are eligible to receive benefits under the ESOP adopted by the Company.

With the resignation of Michelle Clarke on 22 August 2022 there are no executive directors, other than
the Chief Executive Officer, at the date of this report.

Executive Director (Chief Executive Officer) and other KMP Executives

The Group enters into individual employment agreements with each of its executives, including the
Chief Executive Officer (CEO). For the year ended 31 December 2022, contracted executive pay was
comprised of cash salary, superannuation and non-monetary benefits — there was no ‘at risk’
component of remuneration. Each executive’s annual remuneration is based upon market rates for
that person’s role and responsibilities within the Group as determined by the Board.

The Board reviews and approves the remuneration, including any non-contracted bonuses, of the
CEO and all other KMP. The CEO will review the remuneration of each KMP executive at least
annually against previously agreed key performance indicators (KPI's) and set KPI’'s for the next
performance period. In recommending KMP remuneration changes, including any bonuses, to the
Board, the CEO'’s review will take into account such factors as increases in the cost of living and
market parity. Apart from the annual review process, the Board may also approve remuneration
increases based upon changes in individual KMP roles which increase an individual's level of
responsibility, or recognise an increased level of skill necessary to perform a role, as recommended
by the CEO.

Please refer to section B. Remuneration details below for further executive KMP remuneration
information.

Employee Share and Option Plan (ESOP)

The Company has adopted an Employee Share and Option Plan (ESOP) that would encourage
executives and employees to have greater involvement in the achievement of the Group’s objectives.
Under the ESOP, eligible employees (including executives, officers, employees and executive
directors) selected by the Board may be offered shares or granted options or rights. For the year
ended 31 December 2022 and to the date of this report, no shares, options or rights have been
granted, nor have any been offered.

11
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B. Remuneration details

The KMP of the Group during the year ended 31 December 2022 consisted of the directors (see pages
8 to 9 above) and the Chief Financial Officer (CFO). Details of the remuneration of the KMP of the

Company are as follows:

2022 Short-term benefits Post-
employ-
ment
benefits
Name Cash Non- Cash Super- | Termin- Total
salary & | monetary | bonus |annuation ation
fees benefits benefits
$ $ $ $ $ $
Non-Executive Directors
David Niall 52,050 - - 5,362 - 57,412
Lubna Matta 38,996 - - 3,992 - 42,988
Executive Director
Ashok Naveinthiran (22/8/2022 — 31/12/2022) 72,821 - - 7,646 - 80,467
Former Directors
Peter Lowe (1/1/2022 - 22/8/2022) 52,359 - - 1,279 - 53,638
Dean Clarke! 189,153 17,636 - 43,179 125,946| 375,914
Michelle Clarke? 144,563 - - 2,487 -| 147,050
John Kaminsky (22/8/2022 - 31/12/2022) 13,262 - - 1,393 - 14,655
Other KMP
Glenn Raines, CFO 175,473 - 10,000 26,864 - 212,337
Total 738,677 17,636 10,000 92,202| 125,946| 984,461

1. Dean Clarke ceased being a director on 22/8/2022 however his full year remuneration has been included in the
above table on the basis that his modified services continued to be required until his resignation as an employee on

31 December 2022.

2. Michelle Clarke’s ‘Cash salary & fees’ includes $120,000 (2021: $120,000) for her executive role of Quality &
Integration Officer, formalised via a written consultancy agreement.

Whilst all KMP contracted remuneration for the year ended 31 December 2022 was fixed, with no
performance-based, ‘at risk’ component, the Board awarded the CFO a cash bonus of $10,000 plus

statutory superannuation to reward his performance for the year ended 31 December 2022.

12
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2021 Short-term benefits Post-
Restated employ-
ment
benefits
Name Cash salary Non- Cash bonus| Super- Total
& fees monetary annuation
benefits
$ $ $ $ $
Non-Executive Directors
Peter Lowe, Chairman 78,356 - - 1,827 80,183
Lubna Matta (10/12/2021-31/12/2021) 2177 - - 218 2,395
David Niall (10/12/2021-31/12/2021) 2177 - - 218 2,395
Executive Directors
Dean Clarke, CEO? 183,294 13,989 - 31,041 228,324
Michelle Clarke, Quality Improvement Advisor 156,530 - - 3,561 160,091
Other KMP
Glenn Raines, CFO 168,781 - 15,000 24,602 208,383
Total 591,315 13,989 15,000 61,467 681,771

1. Dean Clarke’s remuneration has been restated to include non-monetary benefits, being the Group-paid operating
costs of the private motor vehicle he used whilst undertaking Group business.

C. Service agreements

Remuneration and other terms of employment for KMP are formalised in written agreements, the
major provisions of which are as follows as at 31 December 2022:

Ashok Naveinthiran, Chief Executive Officer
e Employment contract: Permanent ongoing
e Commencement date: 22 August 2022

¢ Remuneration: $200,000 p.a. plus statutory superannuation, reviewable annually (initial review
due 30 June 2023)

e Executive’s (and Group’s) notice period: 6 months’

Glenn Raines, Chief Financial Officer
e Employment contract: Permanent ongoing
¢ Commencement date: 28 November 2016

e Remuneration: $195,000 p.a. plus statutory superannuation, reviewable annually (next review
due 1 January 2024)

e Executive’s (and Group’s) notice period: 3 months’

1. The Group has the option of paying out the employees’ notice periods, either fully or in part.

In the event of fraud or other serious misconduct the Group may terminate KMP employment
agreements at any time without notice or payment in lieu of notice, and it reserves the right to
attempt to recover any termination payments made prior to the discovery of such conduct.

13
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D. Share-based compensation

To the date of this report, KMP have no contractual right to receive share-based compensation. Any
future offer of share-based compensation would be at the discretion of the Board, in accordance with

the ESOP approved by shareholders.

E. Additional information

The number of ordinary shares in the Company held by KMP during the year ended
31 December 2022, including their personally related parties, is set out below:

Name Balance at Dividend Other? Balance at
the start of Reinvestment the end of

the year Plan the year

Directors

David Niall 22,000 393 - 22,393

Ashok Naveinthiran (22/8/2022 — 31/12/2022) - - - -

Lubna Matta - - - -

Former directors

Peter Lowe (1/1/2022 — 22/8/2022) 361,273 2,880 (364,153) -

Dean & Michelle Clarke? (1/1/2022 - 22/8/2022) 3,620,682 64,657 (3,685,339) -

John Kaminsky (22/8/2022 — 31/12/2022) - - 150,264 150,264

Other KMP

Glenn Raines 193,571 - - 193,571
4,197,526 67,930 (3,899,228) 366,228

1. No shares were received by KMP as remuneration during the year ended 31 December 2022.

2. Neither Dean Clarke nor Michelle Clarke were KMP as at 31 December 2022 therefore, by definition, neither of
them are deemed to hold any shares of the Company as KMP.’

LOANS TO DIRECTORS AND EXECUTIVES

No loans were made to directors or to executives during the year and to the date of this report.

SHARES UNDER OPTION

There were no unissued ordinary shares of Mayfield Childcare Limited under option at the date of this

report.

SHARES ISSUED ON THE EXERCISE OF OPTIONS

There were no ordinary shares of Mayfield Childcare Limited issued on the exercise of options during

the year and to the date of this report.

ENVIRONMENTAL REGULATION

The Group is not subject to any significant environmental regulation under a law of the
Commonwealth, or of a State or Territory, of Australia.

PROCEEDINGS ON BEHALF OF THE GROUP

No proceedings have been brought or intervened in on behalf of the Group with leave of the Court
under section 237 of the Corporations Act 2001.

14
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Statutory Accounts — 31 December 2022

INSURANCE OF OFFICERS AND INDEMNIFICATION OF AUDITOR

During the year ended 31 December 2022, Mayfield Childcare Limited insured its directors and
secretary, other KMP and officers of the Group.

The liabilities insured are legal costs that may be incurred in defending civil or criminal proceedings
which may be brought against the officers in their capacity as officers of the Group, and any other
payments arising from liabilities incurred by the officers in connection with such proceedings, other
than where such liabilities arise out of:

e Conduct involving a wilful breach of duty in relation to the Group, or
e Improper use of position or information to gain advantage for self or someone else, or
e Conduct causing detriment to the Group.

It is not possible to apportion the premium between amounts relating to the insurance against legal
costs and those relating to other liabilities. The Group has not during or since the financial year agreed
to indemnify the auditor of the Group, or any related entity of the auditor, against a liability incurred by
the auditor relating to the conduct of the audit.

NON-AUDIT SERVICES

The Group may decide to employ the auditor on assignments additional to their statutory audit duties
where the auditor’s expertise and/or experience with the Group is important.

The Board of directors has considered the position and is satisfied that the provision of the non-audit
services is compatible with the general standard of independence for auditors imposed by the
Corporations Act 2001 and that it has not undermined the general principles relating to auditor
independence as set out in APES 110 Code of Ethics for Professional Accountants.

During the year the following fees were paid or payable to the auditor and its related entities for non-
audit services:

2022 2021
$ $

Non-audit services
Preparation of income tax returns and related matters 38,950 20,950
Independent Expert’'s Report - 65,000
Total fees for non-audit services 38,950 85,950

AUDITOR’S INDEPENDENCE DECLARATION

A copy of the auditor’s independence declaration, as required under section 307C of the Corporations
Act 2001, is set out on page 16.

AUDITOR

PKF Melbourne Audit & Assurance Pty Ltd continues in office in accordance with section 327 of the
Corporations Act 2001.

This report is made in accordance with a resolution of the directors.
Upnd Nl

David Niall
Chairman

Melbourne
13 April 2023
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PKF

Auditor’s Independence Declaration under Section 307C of the Corporations Act 2001 to the Directors of Mayfield
Childcare Limited

In relation to our audit of the financial report of Mayfield Childcare Limited for the year ended 31 December 2022, |
declare to the best of my knowledge and belief, there have been:

(a) no contraventions of the auditor independence requirements of the Corporations Act 2001; and

(b) no contraventions of any applicable code of professional conduct.

(Y43 ot Fyredy

PKF Kaitlynn Brady
Melbourne, 13 April 2023 Partner
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These financial statements are the consolidated financial statements of the consolidated entity (referred
hereafter as the ‘Group’) consisting of Mayfield Childcare Limited (‘Mayfield’ or ‘Company’) and its subsidiary.

The financial statements are presented in Australian dollars, which is the Group’s functional and presentation
currency.

Mayfield Childcare Limited is a public company limited by shares, incorporated and domiciled in Australia, and
listed on the Australian Securities Exchange (ASX) since 30 November 2016. Its registered office and principal
place of business is:

Suite 2, Ground Floor
207-213 Waverley Road
Malvern East VIC 3145

A description of the nature of the Group’s operations and its principal activities is included in the directors’ report,
which is not part of this financial report.

The financial report was authorised for issue by the directors on 13 April 2023. The directors have the power to
amend and to reissue the financial report.

A copy of this financial report may be obtained from the websites of either the ASX (www.asx.com.au) or Mayfield
Childcare Limited (www.mayfieldchildcare.com.au).
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Mayfield Childcare Limited (ABN: 53 604 970 390)
Statutory Accounts — 31 December 2022

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2022

Note
Revenue 6
Net loss on disposal of centre
Employee costs 7
Centre operations costs 7
Facilities costs
Administration costs
Misappropriated funds
Acquisition costs
Depreciation and amortisation of plant and equipment 10
Depreciation charge on right-of-use assets 15(c)
Finance costs
Profit before income tax
Income tax expense 8
Profit after income tax for the year entirely attributable to the owners
of Mayfield Childcare Limited
Other comprehensive income for the year, net of tax
Total comprehensive income for the year entirely attributable to the
owners of Mayfield Childcare Limited

Note
Basic and diluted earnings per share 26

2022 2021
Restated

$ $
70,481,287 40,062,379
(53,591) -
(40,629,613) (24,275,378)
(5,316,055) (2,292,503)
(2,729,748) (1,291,646)
(1,618,731) (862,496)
(105,019) (66,761)

- (1,286,498)
(1,072,298) (691,615)
(8,978,310) (4,400,658)
(3,468,426) (1,360,319)
6,509,496 3,534,505
(1,632,755) (1,328,434)
4,876,741 2,206,071
4,876,741 2,206,071
Cents Cents
Restated

7.58 6.46

The above consolidated statement of profit or loss and comprehensive income should be read in conjunction with the

accompanying notes.
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Mayfield Childcare Limited (ABN: 53 604 970 390)
Statutory Accounts — 31 December 2022

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2022

ASSETS

Current assets

Cash and cash equivalents
Trade and other receivables
Prepayments

Total current assets

Non-current assets
Plant and equipment
Intangibles

Right-of-use assets
Deferred tax

Total non-current assets

Total assets

LIABILITIES

Current liabilities

Trade and other payables
Contract liabilities
Borrowings

Lease liabilities

Current tax liabilities
Provisions

Total current liabilities

Non-current liabilities
Borrowings

Lease liabilities
Provisions

Total non-current liabilities

Total liabilities

Net assets

EQUITY

Contributed equity
Retained earnings

Total equity

* refer Note 5

Note

10
11
15(c)
12

13

14
15(d)

16

14
15(d)
16

17(b)

31 December 31 December 1 January
2022 2021 2021
Restated* Restated*

$ $ $

2,656,793 2,265,096 1,569,464
3,980,931 2,052,723 1,034,217
596,983 914,065 939,167
7,234,707 5,231,884 3,542,848
3,856,989 3,808,838 2,558,724
74,110,630 82,611,833 39,638,275
131,410,100 133,539,678 25,409,674
2,607,662 1,611,186 923,941
211,985,381 221,571,535 68,530,614
219,220,088 226,803,419 72,073,462
4,729,031 3,708,072 1,323,465
812,450 875,662 907,917

- 409,081 1,599,000

6,353,786 6,321,503 3,441,626
367,931 678,658 1,000,189
2,433,596 2,606,566 1,682,373
14,696,794 14,599,542 9,954,570
4,326,600 8,076,600 8,297,400
130,411,873 129,274,190 23,159,028
106,135 9,160,435 106,206
134,844,608 146,511,225 31,562,634
149,541,402 161,110,767 41,517,204
69,678,686 65,692,652 30,556,258
60,618,740 58,469,660 24,100,720
9,059,946 7,222,992 6,455,538
69,678,686 65,692,652 30,556,258

The above consolidated statement of financial position should be read in conjunction with the accompanying notes.
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Mayfield Childcare Limited (ABN: 53 604 970 390)
Statutory Accounts — 31 December 2022

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2022

2021
Balance as at 1 January 2021 (as previously reported)

Correction of prior period errors
Balance as at 1 January 2021 (restated)

Profit after income tax expense for the year (as previously
reported)

Correction of errors
Other comprehensive income for the year, net of tax
Total comprehensive income for the year (restated)

Transactions with owners in their capacity as owners
Contributions of equity, net of transaction costs (Note 17(b))
Dividend paid

Balance as at 31 December 2021 (restated)

2022

Profit after income tax expense for the year

Other comprehensive income for the year, net of tax
Total comprehensive income for the year

Transactions with owners in their capacity as owners
Contributions of equity, net of transaction costs (Note 17(b))
Dividends paid

Balance as at 31 December 2022

Share Retained Total
Capital Earnings

$ $ $

24,100,720 6,003,215 30,103,935

- 452,323 452,323

24,100,720 6,455,538 30,556,258

- 2,571,327 2,571,327

- (365,256) (356,256)

- 2,206,071 2,206,071

34,368,940 - 34,368,940

(1,438,617) (1,438,617)

58,469,660 7,222,992 65,692,652

- 4,876,741 4,876,741

- 4,876,741 4,876,741

2,149,080 - 2,149,080

(3,039,787) (3,039,787)

60,618,740 9,059,946 69,678,686

The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes.

20



Mayfield Childcare Limited (ABN: 53 604 970 390)
Statutory Accounts — 31 December 2022

CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2022

Note 2022 2021
Restated
$ $

Cash flows from operating activities
Receipts from customers, including government funding 68,455,376 39,669,518
Payments to suppliers and employees (50,280,069) (26,836,248)
18,175,307 12,833,270
Other receipts 851,506 372,310
Interest paid on lease liabilities (3,035,579) (897,512)
Net interest paid on borrowings (430,835) (340,894)
Net income tax paid (3,094,688) (2,039,088)
Misappropriated funds (105,019) (66,761)
Net cash inflow from operating activities 24 12,360,692 9,861,325

Cash flows from investing activities
Proceeds from the disposal of centre, net of costs 230,928 -
Proceeds from the disposal of plant and equipment 29,769 -
Payments for plant and equipment (1,291,852) (1,080,140)
Payments for purchases of businesses plus associated costs (62,658) (10,568,304)
Centre closure costs - (45,922)
Net cash outflow from investing activities (1,093,813) (11,694,366)

Cash flows from financing activities
Proceeds from the issue of shares - 9,750,002
Repayment of lease liabilities (5,668,850) (3,644,178)
Repayment of borrowings (4,159,081) (1,819,800)
Dividends paid (998,024) (1,124,566)
Share issue costs (49,227) (619,785)
Payment of borrowing costs - (13,000)
Net cash (outflow) / inflow from financing activities (10,875,182) 2,528,673
Net increase in cash and cash equivalents 391,697 695,632
Cash and cash equivalents at the beginning of the year 2,265,096 1,569,464
Cash and cash equivalents at the end of the year 2,656,793 2,265,096

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes.
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Mayfield Childcare Limited (ABN: 53 604 970 390)
Statutory Accounts — 31 December 2022

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2022

Note 1. Summary of significant accounting policies

The principal accounting policies adopted in the preparation of these consolidated financial statements are set
out below. The financial statements are for the consolidated entity (‘Group’) consisting of Mayfield Childcare
Limited (‘Mayfield’, ‘Company’) and its subsidiary.

The preparation of current financial information, and the presentation of any prior reporting period comparatives,
is consistent from one reporting period to the next.

(a) Basis of preparation

These general purpose consolidated financial statements have been prepared in accordance with Australian
Accounting Standards and Interpretations issued by the Australian Accounting Standards Board (AASB) and
the Corporations Act 2001. The Group is a for-profit entity for the purpose of preparing the financial statements.

Compliance with IFRS
The consolidated financial statements of Mayfield Childcare Limited also comply with International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB).

Historical cost convention
The consolidated financial statements have been prepared under the historical cost convention.

Critical accounting estimates

The preparation of the consolidated financial statements requires the use of certain critical accounting estimates.
It also requires management to exercise its judgement in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgement or complexity, or areas in which assumptions and
estimates are significant to the consolidated financial statements, are disclosed in Note 3.

Going concern

Current liabilities exceed current assets at reporting date by $7.5 million, including $6.4 million of lease liabilities
which are expected to be settled through operating cash flows earned in the next twelve months. The Group
generated a net operating cash inflow of $12.4 million during the reporting period and is forecasting that it will
continue to generate strong net operational cash inflow, and be profitable, for at least the next 12 months. The
Group had up to $10.2 million (at reporting date) available to be drawn down from its lending facility for working
capital requirements (refer Note 14 for further details) and it closely monitors its cash resources.

In considering the pandemic and its expected impact upon the future cash flows of the Group, the directors have
assumed that funding will continue to be received from both the federal (CCS) and state (Kindergarten)
governments in a timely manner, and in accordance with currently legislated funding models and that occupancy,
after the usual dip in late January as our oldest cohort move on to commence primary school, will recover and
then grow over the course of 2023 as the ongoing effects of the pandemic are expected to diminish.

Whilst uncertainties in forecasting do and always will exist (and are greater than would normally be the case),
they do not constitute material uncertainty in relation to going concern. Therefore, having regard to all of the
above, the directors believe it appropriate to prepare the consolidated financial statements on a going concern
basis.

Amendments to Accounting Standards and new Interpretations that are mandatory, effective from the
current reporting period

The Group has adopted all of the new and revised Standards and Interpretations issued by the Australian
Accounting Standards Board (the AASB) that are relevant to its operations and effective for the current reporting
period.

Any new, revised or amending Accounting Standards and Interpretations that are not yet mandatory have not
been adopted early.

New Accounting Standards and Interpretations published but not yet adopted

There have been no new standards published but not yet adopted that would have a material impact upon
either the Group’s reported financial performance or its financial position.

22



Mayfield Childcare Limited (ABN: 53 604 970 390)
Statutory Accounts — 31 December 2022

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2022

Note 1. Summary of significant accounting policies (continued)

(b) Principles of consolidation

The consolidated financial statements incorporate the assets and liabilities of the subsidiary of Mayfield
Childcare Limited (‘Company’ or ‘Parent’) as at 31 December 2022 and the results of its subsidiary for the year
then ended. Mayfield Childcare Limited and its subsidiary together are referred to in this financial report as the
Group or the consolidated entity.

Subsidiaries are all entities over which the Group has the power to govern the financial and operating policies,
generally accompanying a shareholding of more than one-half of the voting rights. The existence and effect of
potential voting rights that are currently exercisable or convertible are considered when assessing whether the
Group controls another entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are de-
consolidated from the date upon which control ceases.

The acquisition method of accounting is used to account for business combinations by the Group (refer to Note
1(c) below).

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

(c) Business combinations

The acquisition method of accounting is used to account for all 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, equity
instruments issued or liabilities incurred by the acquirer to former owners of the acquiree. ldentifiable assets
acquired and liabilities assumed are measured at their acquisition-date fair values.

The excess of the consideration transferred over the fair value of the net identifiable assets acquired is recorded
as goodwill.

Where settlement of any part of cash consideration is deferred for more than twelve months, the amount payable
in the future is discounted to its present value as at the date of acquisition. The resulting contingent
consideration is recognised as a financial liability and is remeasured to fair value at the end of each reporting
period, with any such changes in fair value recognised in profit or loss.

Business combinations are initially accounted for on a provisional basis. The Group will retrospectively adjust
the provisional amounts recognised and also recognise any additional assets or liabilities identified 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 the earlier of either (i) 12 months from the date of acquisition;
or (ii) when the Group receives all the information possible to determine fair value.

(d) Revenue recognition

The Group provides long day childcare and educational services to its customers. Fees are generally billed
weekly and, in the usual course of business, payment is received within one week of billing. Revenue is
recognised once the contracted service has been provided. Payments for services provided are usually sourced
from both the federal and state governments and private individuals, else solely from the latter if ineligible for
funding support. Payments in advance of services provided are recognised as contract liabilities until such time
as the services are provided.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2022

Note 1. Summary of significant accounting policies (continued)

(d) Revenue recognition (continued)
A. Contracts with customers

Contract balances

The closing balance of contract liabilities as at reporting date is expected to fully flow through and be
recognised as revenue within twelve months from reporting date. Contract liabilities arise when payment
is received in advance of the provision of the service. Thus, with the exception of refunds to those parents
who terminate their contracts whilst in credit (which are not material), the closing balance of contract
liabilities from the prior reporting period has been fully recognised within the current reporting period.

With the exception of the timing of the reporting period end in relation to the weekly customer billing cycle,
there is usually no significant change in the balance of contract liabilities from one reporting period to the
next. Acquisitions of childcare centres will increase the balance whilst, conversely, disposals of childcare
centres will reduce the balance, however such changes are not normally material within the context of the
overall balance.

Performance obligations

Provision of childcare services

Customers are usually billed weekly in advance of the provision of childcare services and payment is
generally received within one week, before services for the billed week have been completely provided.
Therefore, the Group usually provides services for up to 3 days before receiving cleared funds.
Thereafter, for the remainder of the week, the Group has been paid in advance for up to 3 days. The
exact number of days by which customer accounts will be in advance or in arrears depends upon the
method of payment used by the customer, the timing of any public (that is, non-banking day) holidays
within the week and, lastly, the day of the week on which the reporting date falls.

Performance obligations are satisfied and completed daily, once the child has been collected by its care
giver, and brought to reckon weekly through the issuance of weekly customer statements of account.
Given the nature of the services provided, there are no return, refund or warranty obligations.

Kinder and Inclusion Support funding and other grants

Grants from the Commonwealth, State or Local Governments are recognised as revenue once the amount
of the grant can be reliably measured and all performance obligations, including compliance with the
associated grant terms and conditions, have been fully performed. The various Federal Government
COVID-19 Industry Support Packages, encompassing the Relief Package, Transition Payment, Recovery
Payment and Viability Support Payment grants, each came with varying obligations, with the latter three
grants obliging the Group to not increase prices for the duration of the grants, along with other grant
specific conditions.

Transaction price allocated to the remaining performance obligations

Weekly billing of customers is based on the duration of care for which the child has been enrolled, with
some centres offering discounts for full-time bookings (Monday to Friday inclusive), as distinct from part-
time or casual bookings. At reporting date the Group calculates the amount earned from each customer
to the end of that day and, if this is less than the amount billed to the customer, the excess is
recognised as a contract liability for performance obligations unfulfilled.

B. Significant judgements in applying the standard

Determining the transaction price and the amounts allocated to performance obligations

There is no variable consideration, nor post-billing discounts, to be taken into account in determining the
transaction price. Any non-refundable enrolment and waiting list fees are not material and are recognised
as revenue when received.

Other than those disclosed above, there are no significant judgements made in applying the standard.

24



Mayfield Childcare Limited (ABN: 53 604 970 390)
Statutory Accounts — 31 December 2022

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2022

Note 1. Summary of significant accounting policies (continued)

(e) Income tax

The income tax expense or benefit for the period is the tax payable on that period's taxable income, based on
the applicable income tax rate, adjusted by the changes in deferred tax assets and liabilities attributable to
temporary differences, any unused tax losses and any adjustments recognised for prior periods, where
applicable.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to be
applied when the assets are recovered or liabilities are settled, based on those tax rates that are enacted or
substantively enacted, except for when the deferred income tax asset or liability arises from the initial recognition
of goodwill or an asset or liability in a transaction that is not a business combination and that, at the time of the
transaction, affects neither the accounting nor taxable profits.

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

The carrying amounts of recognised and unrecognised deferred tax assets are reviewed at each reporting date.
Deferred tax assets recognised are reduced to the extent that it is no longer probable that future taxable profits
will be available for the carrying amounts to be recovered.

Mayfield Childcare Limited and its wholly owned subsidiary have elected to be a tax consolidated group. As a
consequence, these entities are taxed as a single entity and the deferred tax assets and liabilities of these
entities are set off in the consolidated financial statements.

Current and deferred tax is recognised in the profit or loss statement, except to the extent that it relates to items
recognised in other comprehensive income or directly in equity. In this case, the tax is also recognised in other
comprehensive income or directly in equity, respectively.

(f) Cash and cash equivalents

Cash and cash equivalents includes all cash on hand, deposits held at call with financial institutions and other
short-term, highly liquid investments with original maturities 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.

(g) Trade and other receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method, less any provision for impairment. Trade receivables are generally due for settlement
within 30 days, and predominantly within 7 days. Collectability of trade receivables is reviewed on an ongoing
basis. Debts which are known to be uncollectable are written off by reducing the carrying amount directly.

The Group applies the AASB 9 simplified approach to measuring expected credit losses, which uses a lifetime
expected loss allowance for all trade and other receivables. The expected loss rates are based on the payment
profiles of sales (predominantly the provision of childcare services) to reporting date and the corresponding
historical credit losses experienced within this period. The historical loss rates are adjusted to reflect current and
forward-looking information on macroeconomic factors expected to potentially affect the ability of customers to
settle the receivables. Other receivables are recognised at amortised cost, less any provision for impairment.

(h) Plant and equipment

Plant and equipment is stated at historical cost less accumulated depreciation and any impairment. Historical
cost includes expenditure that is directly attributable to the acquisition of the items. Depreciation is calculated
on a straight-line basis to write off the net cost of each item of plant and equipment over their expected useful
lives, being 4 to 10 years.

The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted if appropriate, at
the end of each reporting period.

An item of plant and equipment is derecognised upon disposal or when there is no longer any future economic
benefit to the Group. Gains and losses between the carrying amount and the disposal proceeds are taken to
profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2022

Note 1. Summary of significant accounting policies (continued)

(i) Intangible assets
Goodwill

Goodwill is recognised and measured as described in Note 1(c) above. Goodwill is not amortised but is tested
for impairment at least annually, or more frequently if events or changes in circumstances indicate that it might
be impaired, and is carried at cost less accumulated impairment losses. Impairment losses on goodwill are
taken to profit or loss and are not subsequently reversed.

(j) Impairment of assets

Goodwill is not subject to amortisation and is tested annually for impairment, or more frequently if events or
changes in circumstances indicate that it might be impaired. Other assets are tested for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to sell and value-in-use. Non-financial
assets, other than goodwill, which suffer an impairment are reviewed for possible reversal of the impairment at
the end of each subsequent reporting period.

(k) Trade and other payables

These amounts represent liabilities for goods and services provided to the Group prior to the end of the reporting
period and which are unpaid. The amounts are unsecured and are usually due for settlement no more than 30
days from the date of recognition. Due to their short-term nature the amounts recognised are deemed to reflect
fair value.

(I) Leases

The Group, as lessee, is required to recognise its leases in the statement of financial position. The only
exceptions are short-term (less than 12 months) leases and leases of low-value assets. The lease liability is
measured as the present value of the unavoidable future lease payments to be made over the lease term
(refer Note 15(d)). The Group elected to adopt the modified retrospective approach (with the application of
practical expedients), which equates the ‘right-of-use’ asset (ROUA) with the value of the lease liability,
therefore there was no requirement to restate either retained earnings or prior period comparatives upon
adoption.

The expensing of lease payments evenly over the lease period was replaced with (i) a depreciation charge
against the leased ROUA; and (ii) an interest expense on the recognised lease liability. Within the statement of
cash flows, the interest component of lease payments is recognised as an operating cash flow and the principal
component of lease payments is recognised as a financing cash flow.

On adoption, the Group recorded a non-current ROUA and both a current and non-current liability for every
applicable lease. The ROUA is depreciated on a straight-line basis over the life of the lease and the interest on
the liability is recorded using the effective interest rate method. This reduces facilities expense and increases
depreciation and finance costs expenses. Finance costs are higher during the earlier years of the lease
(therefore total expenses are higher and profit is lower) and lower in the later years of the lease (therefore total
expenses are lower and profit is higher).

In calculating the value of each property lease liability, future lease payments include known fixed percentage
increases but exclude variable consumer price index (CPI) increases, as estimations of future increases are
prohibited by the standard (CPI lease payment increases are taken into account via a re-measurement of the
lease liability as and when the increase occurs). The net present value of the unavoidable future lease
payments are discounted using the Group’s incremental borrowing rate, as none of the property leases have
an implicit interest rate. For the purpose of calculating unavoidable future lease payments, only the current
term of each property lease has been considered, unless the option to exercise the next further term falls
within 3 years of reporting date, in which case exercise of the next further term is considered to be reasonably
certain, thus both the current and subsequent further term lease payments are considered to be unavoidable.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2022

Note 1. Summary of significant accounting policies (continued)

(m) Borrowings

Loans and borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are
subsequently measured at amortised cost. 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.

Borrowings are derecognised when the contractual obligations are discharged, cancelled or expired.

(n) Finance costs

All finance costs are expensed in the period in which they are incurred, including interest on any short-term and
long-term borrowings.

(o) Employee benefits

Short-term employee benefits

Liabilities for wages and salaries, including non-monetary benefits, annual leave and long service leave
expected to be wholly settled within 12 months of the reporting date, are measured at the amounts expected to
be paid when the liabilities are settled.

Other long-term employee benefits

The liability for employee benefits (annual and long service leave) not expected to be wholly settled within 12
months of the reporting date is measured as the estimated present value of expected future payments to be
made in respect of services provided by employees up to the reporting date 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 on corporate bonds with terms to maturity and currency which match, as closely as possible, the
estimated future cash outflows.

(p) Contributed equity

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares and
options are shown in equity as a deduction, net of tax, from the proceeds.

(q) Earnings per share

Basic earnings per share

Basic earnings per share is calculated by dividing the profit attributable to the owners of the Group, excluding
any costs of servicing equity other than ordinary shares, by the weighted average number of ordinary shares
outstanding during the reporting period, adjusted for any bonus elements in ordinary shares issued during the
reporting period.

Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into
account the after income tax effect of interest and other financing costs associated with dilutive potential ordinary
shares and the weighted average number of shares assumed to have been issued for no consideration in
relation to dilutive potential ordinary shares.

(r) Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred
is not recoverable from the taxation authority. In this case it is recognised as part of the cost of acquisition of
the asset or as part of the expense. Receivables and payables are stated inclusive of the amount of GST
receivable or payable. The net amount of GST recoverable from, or payable to, the taxation authority is included
with other receivables or payables in the statement of financial position.
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Note 2. Financial risk management

The Group’s activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk. The
Group’s overall risk management programme focuses on the unpredictability of financial markets and seeks to
minimise any potentially adverse effects upon the performance of the Group. To date, the Group has not used
derivative financial instruments to hedge its risk exposures.

Financial risk management is the responsibility of the Chief Financial Officer, acting within guidelines approved
by the Board of Directors. The Group’s risk exposures are identified and analysed using different methods, such
as sensitivity analysis for interest rate risk and debtor ageing for credit risk.

The Group holds the following financial instruments:

Note 31 Dec 2022 31 Dec 2021
$ $
Financial assets

Cash and cash equivalents 2,656,793 2,265,096
Trade and other receivables 9 3,980,931 2,052,723
6,637,724 4,317,819

Financial liabilities
Trade and other payables 13 4,729,031 3,708,072
Borrowings 14 4,326,600 8,485,681
Lease liabilities 15(d) 136,765,659 135,595,693
145,821,290 147,789,446

(a) Market Risk
Foreign exchange risk

The Group has not undertaken any foreign currency denominated transactions, hence it is not exposed to foreign
currency risk through foreign currency exchange rate fluctuations.

Price risk
The Group is not exposed to any material price risk.
Interest rate risk

The Group’s predominant interest rate risk arises from its long-term borrowings. Borrowings undertaken at
variable rates expose the Group to interest rate risk, whereas borrowings undertaken at fixed rates expose the
Group to fair value interest rate risk.

At 31 December 2022 the interest rates on the Group’s loan facilities were as follows:
e $14,019,000 facility at 0.75% line fee plus 5.0463% variable on $3,826,600 drawn; and
e $14,072,000 facility at 0.75% plus 5.0319% variable on $500,000 drawn.

Including the line fee of 0.75% p.a. on the full amount of each facility, the average interest rate for the year was
3.90% (2021: 2.68%).

Any reasonably possible movement in interest rates is not expected to cause a material impact upon profit or
equity.
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Note 2. Financial risk management (continued)

(b) Credit Risk

The Group is exposed to credit risk arising from the potential of a counterparty to fail to fulfil their financial
obligations, thereby exposing the Group to financial loss. Throughout the year ended 31 December 2022 the
Group’s exposure to credit risk lay predominantly with its trade receivables. The Group utilises a three-tiered
approach to managing its trade receivables: firstly, at the centre manager level, then, at the area manager level
and, finally, at the corporate executive level. Despite the relatively small individual trade receivable balances,
the Group uses an external debt collection agency on a ‘no collect-no fee’ basis in certain circumstances.

At 31 December 2022 the maximum exposure to credit risk of recognised financial assets is the carrying amount,
net of any provisions for impairment of those assets, as disclosed in the statement of financial position and notes
to the financial statements. The Group does not hold any collateral.

(c) Liquidity Risk

Prudent liquidity risk management implies maintaining sufficient cash, cash equivalents and readily marketable
investments to enable the Group to meet its debts as and when they become due and payable. The Group
manages liquidity by continuously monitoring forecast and actual cash flows, ensuring it holds adequate cash
reserves and has sufficient borrowing capacity to meet its future funding requirements.

Financing arrangements

Unused borrowing facilities are as follows:

Note 31 Dec 2022 31 Dec 2021
$ $
Westpac Banking Corporation
Variable rate loan/s (available for working capital requirements) 10,192,400 6,642,400
Variable rate loan (available only for centre acquisitions, subject to
meeting lending criteria) 14,072,000 15,300,000
14 24,264,400 21,942,400

Maturity of Financial Liabilities (excluding Leases)

The following table analyses the Group’s financial liabilities, excluding leases (refer Note 15(d)), into relevant
maturity groupings, based on their contractual maturities — they are not expected to occur significantly earlier
than as contracted at reporting date. The amounts disclosed in the table are the contractual undiscounted cash

flows. Balances due within 12 months equal their carrying amounts as the impact of discounting is not
significant.
31 December 2022 Within Between Between Total Carrying
1 year 1and 2 2and 5 contractual amount of
years years cash flows liabilities
$ $ $ $ $
Trade and other payables 4,729,031 - - 4,729,031 4,729,031
Borrowings 417,967 385,837 4,536,834 5,340,638 4,326,600
Total financial liabilities
(excluding Lease liabilities) | 5,146,998 385,837 4,536,834 | 10,069,679 9,055,631
31 December 2021 Within Between Between Total Carrying
1 year 1and 2 2and 5 contractual amount of
years years cash flows liabilities
$ $ $ $ $
Trade and other payables 3,708,072 - - 3,708,072 3,708,072
Borrowings 682,370 257,739 8,452,476 9,392,585 8,485,681
Total financial liabilities
(excluding Lease liabilities) | 4,390,442 257,739 8,452,476 | 13,100,657 | 12,193,753
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Note 3. Critical accounting judgements, estimates and assumptions

The preparation of the consolidated financial statements requires management to make judgements, estimates
and assumptions which affect the amounts reported in those statements. Management regularly evaluates its
judgements and estimates in relation to assets, liabilities, revenue and expenses. Management bases its
judgements, estimates and assumptions on historical experience and on various other factors, including
expectations of future events, which management believes to be reasonable under the circumstances. The
resulting accounting judgements and estimates will seldom equal the related actual, eventual 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 12 months are as follows:

Goodwill

The Group tests annually, or more frequently if events or changes in circumstances indicate impairment, whether
or not goodwill has suffered an impairment, in accordance with the accounting policy stated in Note 1 above.
The recoverable amounts of cash-generating units (CGU’s) are determined based on value-in-use calculations,
which require the use of assumptions, including estimated discount rates, based on the current cost of capital,
and the growth rates of the estimated future cash flows (Note 11).

Each childcare centre is an identifiable operation within a single CGU. Therefore, when a childcare centre is
disposed, the goodwill associated with that centre must be included in the carrying amount of the disposed
operation for the purpose of determining the loss or gain on disposal. The goodwill is measured on the basis of
the relative values of the operation disposed and the portion of the CGU retained, which means maintaining
forecast discounted cash flow (DCF) calculations to support each centre’s contribution to the value in use of the
Group’s single CGU, as represented by the resultant net present value (NPV). However, when a centre is in a
loss-making position, its NPV is negative, meaning that it is making no contribution to goodwill. This requires
management to exercise judgement in determining the amount of goodwill to be disposed based upon the size
(in terms of the number of licensed places) of the loss-making centre.

Property Leases

Important factors in calculating the value of property lease liabilities and right-of-use assets (ROUAs) as reported
in the consolidated statement of financial position, along with the associated finance costs and depreciation
charge on ROUA'’s reported in the consolidated statement of profit or loss, include the determination of the:

¢ Non-cancellable lease term: The Group has exercised judgement in determining that unavoidable future
lease payments include only the current lease term, unless the option to exercise the next further term
falls within 3 years of reporting date, in which case exercise of the next further term is considered to be
reasonably certain, thus both the current and subsequent further term lease payments are considered
to be unavoidable.

e Incremental borrowing rate: The Group has exercised judgement in estimating the rate of interest it
would have to pay to borrow over a similar term, and with a similar security, the funds necessary to
obtain an asset of a similar value to each right-of-use asset in a similar economic environment.

Recovery of deferred tax assets
Deferred tax assets are recognised for deductible temporary differences only if the Group considers it is probable
that future taxable amounts will be available to utilise those temporary differences and losses.

Note 4. Operating segments

Identification of reportable segments
The Group continues to operate in one operating segment, as a long day childcare services provider.

The Group continues to operate in one geographical segment, being Australia.

Major customers

The Group did not have any major customers during the year ended 31 December 2022, as it earns the
maijority of its revenue from childcare provided to individual families.
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Note 5. Correction of errors and variation from preliminary financial report

Subsequent to the end of 2022, the Group discovered that, over the period 1 January 2020 to
31 December 2022, funds totalling $374,713 (including GST) appeared to have been misappropriated by a
former senior employee/director and that, at their direction, payments totalling $810,818 had been misallocated
to deliberately misrepresent earnings. The errors have been corrected by restating each of the affected financial
statement line items for prior periods. The following tables summarise the impacts on the Group’s consolidated
financial statements.

2020

During the year ended 31 December 2020 invoices from suppliers totalling $670,579, being in nature
prepayments for goods and services to be received in 2021, were incorrectly expensed. Additionally, funds
totalling $168,867 were apparently misappropriated via unauthorised payments to suppliers for goods and/or
services not for the benefit of the Group. The misappropriated funds have been reclassified appropriately within
the financial statement line items below.

Consolidated statement of financial performance As previously Adjustments Restated
reported
$ $ $
For the year ended 31 December 2020

Centre operations costs (2,132,988) 633,286 (1,499,702)
Administration costs (905,749) 206,160 (699,589)
Misappropriated funds - (168,867) (168,867)
All other items 7,973,844 - 7,973,844
Profit before income tax 4,935,107 670,579 5,605,686
Income tax expense (1,196,388) (218,256) (1,414,644)
Profit after income tax 3,738,719 452,323 4,191,042
Total comprehensive income 3,738,719 452,323 4,191,042

Cents Cents Cents

Basic and diluted earnings per share 11.72 1.42 13.14

The net impact of the above transactions on the Group’s consolidated financial position was as follows:

Consolidated statement of financial position As previously  Adjustments Restated
reported

$ $ $
As at 1 January 2021
Prepayments (current) 268,588 670,579 939,167
All other assets 71,134,295 - 71,134,295
Total assets 71,402,883 670,579 72,073,462
Current tax liabilities 781,933 218,256 1,000,189
All other liabilities 40,517,015 - 40,517,015
Total liabilities 41,298,948 218,256 41,517,204
Retained earnings 6,003,215 452,323 6,455,538
Contributed equity 24,100,720 - 24,100,720
Total equity 30,103,935 452,323 30,556,258
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Note 5. Correction of errors and variation from preliminary financial report (continued)

2021

During the year ended 31 December 2021 invoices from suppliers totalling $140,239, being in nature
prepayments for goods and services to be received in 2022, were incorrectly expensed. Additionally, funds
totalling $66,761 were apparently misappropriated via unauthorised payments to suppliers for goods and/or
services not for the benefit of the Group. The misappropriated funds have been reclassified appropriately within

the financial statement line items below.

Consolidated statement of financial performance As previously  Adjustments Restated
reported

$ $ $

For the year ended 31 December 2021
Centre operations costs (1,918,584) (373,919) (2,292,503)
Administration costs (821,496) (41,000) (862,496)
Misappropriated funds - (66,761) (66,761)
Depreciation and amortisation of plant and equipment (692,144) 529 (691,615)
All other items 7,447,880 - 7,447,880
Profit before income tax 4,015,656 (481,151) 3,534,505
Income tax expense (1,444,329) 115,895 (1,328,434)
Profit after income tax 2,571,327 (365,256) 2,206,071
Total comprehensive income 2,571,327 (365,256) 2,206,071
Cents Cents Cents
Basic and diluted earnings per share 7.53 (1.07) 6.46

The cumulative net impact of the above transactions on the Group’s consolidated financial position was as

follows:
Consolidated statement of financial position As previously  Adjustments Restated
reported

$ $ $
As at 31 December 2021
Prepayments (current) 773,826 140,239 914,065
Plant and equipment 3,759,649 49,189 3,808,838
All other assets 222,080,516 - 222,080,516
Total assets 226,613,991 189,428 226,803,419
Current tax liabilities 576,297 102,361 678,658
All other liabilities 160,432,109 - 160,432,109
Total liabilities 161,008,406 102,361 161,110,767
Retained earnings 7,135,925 87,067 7,222,992
Contributed equity 58,469,660 - 58,469,660
Total equity 65,605,585 87,067 65,692,652
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Note 5. Correction of errors and variation from preliminary financial report (continued)

2022

During the year ended 31 December 2022 funds totalling $105,019 were apparently misappropriated via
unauthorised payments to suppliers for goods and/or services not for the benefit of the Group. The
misappropriated funds have been reclassified appropriately within the financial statement line items below.

Consolidated statement of financial performance

For the year ended 31 December 2022

Centre operations costs

Administration costs

Misappropriated funds

Depreciation and amortisation of plant and equipment
All other items

Profit before income tax

Income tax expense
Profit after income tax

Total comprehensive income

Basic and diluted earnings per share

Preliminary  Adjustments Final
report report

$ $ $
(5,264,755) (51,300) (5,316,055)
(1,571,131) (47,600) (1,618,731)
- (105,019) (105,019)
(1,079,761) 7,463 (1,072,298)
14,621,599 - 14,621,599
6,705,952 (196,456) 6,509,496
(1,643,321) 10,566 (1,632,755)
5,062,631 (185,890) 4,876,741
5,062,631 (185,890) 4,876,741
Cents Cents Cents

7.87 (0.29) 7.58

The cumulative net impact of the above transactions on the Group’s consolidated financial position was as

follows:

Consolidated statement of financial position

As at 31 December 2022

Plant and equipment
All other assets
Total assets

Current tax liabilities
All other liabilities
Total liabilities

Retained earnings
Contributed equity
Total equity

Preliminary  Adjustments Final
report report

$ $ $

3,864,017 (7,028) 3,856,989
215,363,099 - 215,363,099
219,227,116 (7,028) 219,220,088
276,136 91,795 367,931
149,173,471 - 149,173,471
149,449,607 91,795 149,541,402
9,158,769 (98,823) 9,059,946
60,618,740 - 60,618,740
69,777,509 (98,823) 69,678,686
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Note 6. Revenue

Revenue from contracts with customers
Childcare services

Other income
Other income
Gain on disposal of property lease

Other income
Other income includes:
Business interruption insurance claim income

Note 7. Expenses

Profit before income tax includes the following specific expenses:
Employees

Defined contribution superannuation expense
Centre operations

Impairment charge on trade receivables (Note 9)

Note 8. Income tax expense

Aggregate income tax expense

Deferred income tax
Increase in deferred tax assets (Note 12)

Numerical reconciliation of income tax expense to prima facie tax payable
Profit before income tax

Tax expense at the statutory rate of 30.0%

Tax effect of amounts which are not taxable/(taxable) in calculating taxable
income:

Prior year refund due to change of tax rate

Share issue costs

Non-deductible revenue/(expenses)

Prior period adjustment

Change of tax rate on carried forward deferred tax asset
Acquisition costs

Income tax expense

Weighted average tax rate

2022 2021
$ $
68,978,712 39,734,148
1,469,882 328,231
32,693 -
70,481,287 40,062,379
1,365,012 265,734
3,446,183 1,935,164
135,627 -
2022 2021
Restated
$ $
1,632,755 1,328,434
(996,476) (687,245)
6,509,496 3,534,505
(1,952,849) (1,060,352)
305,637 -
40,717 42,205
(19,239) (66,473)
(7,021)
- 142,145
- (385,949)
(1,632,755) (1,328,424)
25.1% 37.6%
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Note 9. Current assets - Trade and other receivables

Trade receivables
Less: Provision for impairment of trade receivables

GST receivable (net)
Other receivables

Impaired trade receivables

Trade receivables were assessed for impairment as at reporting date. The
allowance for expected credit losses recognised during the year was
$135,627 (2021: $Nil). Movements in the allowance for expected credit
losses of trade receivables are as follows:

Opening balance
Allowance for impairment recognised during the year (Note 7)
Closing balance

Past due but not impaired

As at reporting date, customers with balances more than 30 days overdue but
assessed as not being impaired totalled $192,557 (2021: $46,106). These
relate to a number of customers for whom there is no recent history of default
and for which full payment is expected. The ageing analysis of these trade
receivables is as follows:

Up to 3 months
3 to 6 months
More than 6 months

Other receivables
Other receivables include:
Unsecured loan to major shareholder (Note 22):

2022 2021
$ $
2,034,722 1,853,146
(269,707) (134,080)
1,765,015 1,719,066
254,053 226,974
1,961,863 106,683
3,980,931 2,052,723
134,080 134,080
135,627 -
269,707 134,080
110,917 30,194
47,877 10,064
33,763 5,848
192,557 46,106
1,303,088 110,125
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Note 10. Non-current assets - Plant and equipment

Plant and equipment

Plant and equipment - at cost
Less: Accumulated depreciation
Net book amount

Reconciliation

Opening net book amount at beginning of year

Additions

Transfer in from Leases — Motor Vehicles (Note 15(c))

Adjustments from finalised prior period business combinations (Note 18)
Net additions through business combinations (Note 18)

Disposals

Derecognised upon identification of misappropriated funds

Depreciation expense

Closing net book amount at end of year

Note 11. Non-current assets — Intangibles
Goodwill — at cost

Reconciliation

Balance at beginning of year

Additional purchase consideration adjustments (Notes 16 & 18)
Disposal of centre

Adjustments from finalised prior period business combinations (Note 18)
Additions through business combinations

Balance at end of year

Additional purchase consideration adjustments

2022 2021
Restated

$ $
6,656,104 5,537,025
(2,799,115) (1,728,187)
3,856,989 3,808,838
3,808,838 2,558,724
1,393,531 1,080,139
21,016 -
3,363 -

- 870,903

(195,781) (9,313)
(101,680) -
(1,072,298) (691,615)
3,856,989 3,808,838
2022 2021

$ $
74,110,630 82,611,833
82,611,833 39,638,275
(8,400,000) -
(100,490) -
(713) -

- 42,973,558
74,110,630 82,611,833

The adjustments to goodwill during the current reporting period stem from measurement period adjustments
with regards to the acquisition of Genius Education Pty Ltd on 10 December 2021. At 31 December 2021 the
Group lacked sufficient information to enable it to conclusively complete its assessment of the contingent
consideration payable, however this assessment has now been completed during the current reporting period.
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Note 11. Non-current assets — Intangibles (continued)

Goodwill impairment testing

Goodwill is allocated to a single cash-generating unit (CGU), consistent with the Group’s one operating segment.
The recoverable amount of the CGU is based on value-in-use calculations using cash flow projections from
financial forecasts approved by the Board.

Key assumptions and sensitivity analysis

The calculation of value-in-use is most sensitive to the following assumptions:
¢ Revenue growth in the forecast period of 4.0% (Dec 2021: 3.5%);
¢ Employee expenses growth of 3.75% (Dec 2021: 3.0%);
o All other expenses growth of 3.5% (Dec 2021: 2.0%);
¢ Discount rate (pre-tax) of 16.0% (Dec 2021: 15.75%); and
o Terminal growth rate of 2.25% (Dec 2021: 2.5%), which does not exceed the long-term average growth
rate for the business.

The discount rate represents the current market assessment of the risks specific to the operating sector, taking
into consideration the time value of money and the individual risks of the underlying assets that have been
incorporated within the cash flow estimates.

The discount rate calculation is based on the specific circumstances of the Group and is derived from its weighted
average cost of capital (WACC). The WACC takes into account both debt and equity. The cost of equity is derived
from the expected return on investment by the Group’s investors. The cost of debt is based on management’s
assessment of an applicable risk-free rate plus a Group-specific risk premium.

The directors have considered the sensitivity of the impairment assessments to a reasonably possible change in
the above key assumptions. Holding all other parameters constant, the following sensitivities would likely result
in an impairment when viewed in isolation:

e Revenue growth of less than 3.3% p.a. over the next 5 years, with long term growth steady at 2.25% p.a.
beyond that

e Annual employee expenses growth of more than 4.9% p.a.

e Discount rate (pre-tax) increased to more than 18%.

In relation to the acquisition of the 14 childcare centres in December 2021, having taken into consideration the
impact of:

o the write-back of the $9 million provision for earn-out in relation to the purchase consideration contingently
payable; and

¢ the addition of $0.6 million in additional purchase consideration which became payable under a Deed
entered into at acquisition date to account for settlement adjustments relating to employee entitlement
obligations assumed upon acquisition

in its impairment review, the Board has concluded that no impairment is required to the carrying amount of
goodwill at 31 December 2022.
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Note 12. Non-current assets — Deferred tax

Deferred tax comprises temporary differences attributable to:
Amounts recognised in profit or loss:
Property Leases

Employee benefits and other expenses
Share issue costs

Impairment of receivables

Audit fee accruals

Deferred revenue

Borrowing costs

Adjustment recognised for prior period
Plant and equipment

Movements:

Balance at beginning of year

Property leases

Share issue costs

Provisions and accruals

Impairment of receivables

Audit fee accruals

Plant and equipment

Deferred revenue

Adjustment recognised for prior period
Borrowing costs

Additions through business combinations
Change of tax rate

Balance at end of year

2022 2021
$ $
1,606,668 623,110
1,000,898 931,889
122,416 1,200
80,912 40,224
39,000 18,900
34,873 69,747
(349) 3,582
(31,981) (24,960)
(244,775) (52,506)
2,607,662 1,611,186
1,611,186 923,941
983,558 264,427
121,216 (722)
69,009 43,397
40,688 -
20,100 6,900
(192,269) (52,506)
(34,874) 9,436
(7,021) (24,960)
(3,931) 1,007

- 298,121

- 142,145
2,607,662 1,611,186
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2022 2021
$ $
Note 13. Current liabilities - Trade and other payables
Trade payables 455,971 709,461
Other payables 4,273,060 2,998,611
4,729,031 3,708,072
Note 14. Current & Non-current liabilities — Borrowings
Current - 409,081
Non-current 4,326,600 8,076,600
4,326,600 8,485,681
Bank loans
Balance at beginning of year 8,076,600 9,896,400
Net repayments (3,750,000) (1,819,800)
Balance at end of year 4,326,600 8,076,600
WorkCover premium funding
Balance at beginning of year 409,081 -
Net borrowings - 813,393
Net repayments (409,081) (404,312)
Balance at end of year - 409,081
Financing arrangements
Bank loans
The loans are secured on the assets and undertakings of the Group.
Facility at end of year
Total bank loan facility 28,591,000 30,019,000
Less amount used (4,326,600) (8,076,600)
Unused loan facility 24,264,400 21,942,400
Of the $24.3 million unused, $14.1 million is only available for future acquisitions
and there are specific criteria which need to be met prior to any drawdown. The
Group had up to $10.2 million (at reporting date) available to be drawn down from
its lending facility for working capital requirements. There have been no events of
default on the financing arrangements of the Group during the year.
Bank guarantee facility
The guarantees are secured on the assets and undertakings of the Group.
Facility at end of year
Total bank guarantee facility 4,500,000 4,500,000
Less amount used (3,609,725) (3,591,507)
Unused guarantee facility 890,275 908,493
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Note 15. Current & Non-current liabilities — Lease liabilities

(a) Expenses

Expenses from transactions not recognised as leases:
Rental expense relating to leases of low-value assets

(b) Cash flows

Total cash outflow for leases

(c) Right-of-use assets

Right-of-use assets
Less: Accumulated depreciation
Net book amount at end of year

Reconciliation
Opening net book amount at beginning of year
Increase due to addition of next further term

Increase due to remeasurement of lease liabilities upon
increase of variable lease payments

Increase due to market reviews

Transfer out on reclassification upon completion of finance
leases (Note 9)

Decrease on temporary cessation of lease payments
Decrease on disposal of lease

Depreciation charge

Closing net book amount at end of year

(d) Lease Liabilities

Current
Non-current
Balance at end of year

Maturity of Lease liabilities

2022 2021

$ $

34,240 55,661

8,704,429 4,541,690

Property Motor Total
Vehicles

$ $ $

150,888,145 - | 150,888,145

(19,478,045) - | (19,478,045)

131,410,100 - | 131,410,100

133,518,662 21,016 | 133,539,678

5,760,160 - 5,760,160

1,903,631 - 1,903,631

132,170 - 132,170

- (21,016) (21,016)

(330,501) - (330,501)

(595,712) - (595,712)

(8,978,310) - (8,978,310)

131,410,100 - | 131,410,100

$

6,353,786

130,411,873

136,765,659

The following table analyses the Group’s leases by relevant maturity groupings, based on their contractual
maturities — they are not expected to occur significantly earlier than as contracted at reporting date. The amounts
disclosed in the table are the contractual undiscounted cash flows.

31 December 2022 Within Between Between Over Total Carrying
1 year 1and 2 2and 5 5 years contractual amount of
years years cash flows | lease liabilities
$ $ $ $ $ $
Property Leases 9,319,250 | 9,608,531 | 28,853,179 (118,847,165 | 166,628,125 | 136,765,659
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Note 15. Current & Non-current liabilities — Lease liabilities (continued)

Additional information

Unavoidable future payments

For the purpose of calculating unavoidable future lease payments, only the current term of each property lease
has been considered, unless the option to exercise the next further term falls within 3 years of reporting date, in
which case exercise of the next further term is considered to be reasonably certain, thus both the current and
subsequent further term lease payments are considered to be unavoidable.

Weighted average property lease term
The average unavoidable property lease term, weighted for the number of licensed places, is 12.7 years
(Dec 2021: 12.7 years).

Including all further terms, the weighted average term increases to 28.3 years (Dec 2021: 29.1 years).

2022 2021
$ $
Note 16. Provisions
Current 2,433,596 2,606,566
Non-current 106,135 9,160,435
2,539,731 11,767,001
Consisting of:
Employee entitlements
Balance at beginning of year 2,767,001 1,742,657
Net (decrease)/increase (227,270) 1,024,344
Balance at end of year 2,539,731 2,767,001
Property lease make-good provision
Balance at beginning of year - 45,922
Net (decrease)/increase - (45,922)
Balance at end of year - -
Provision for earn-out
Balance at beginning of year 9,000,000 -
Additional purchase consideration not earned (Note 18) (9,000,000) 9,000,000
Balance at end of year - 9,000,000

Note 17. Contributed equity

(a) Share capital

The share capital account of Mayfield Childcare Limited (the Company) consists of 65,312,704 fully paid up,
ordinary shares as at 31 December 2022.

Ordinary shares entitle the holder to participate in dividends, and the proceeds on winding up of the Company,
in proportion to the number of and amounts paid on the shares held. On a show of hands every holder of
ordinary shares present at a meeting of the Company, either personally or by duly authorised representative,
proxy or attorney, is entitled to one vote and, upon a poll, each share is entitled to one vote. Ordinary shares
have no par value and the Company does not have a limited amount of authorised capital.
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Note 17. Contributed equity (continued)

(b) Movements in ordinary share capital

Movements in the ordinary share capital of the Company during the past two years were as follows:

Date Details Number of Amount
shares $
1 Jan 2021 Opening balance 32,100,662 24,100,720
26 Mar 2021 Issued under Dividend Reinvestment Plan 145,938 131,344
24 Sep 2021 Issued under Dividend Reinvestment Plan 172,365 182,707
10 Dec 2021 Issued to Vendor of Genius Childcare centres 21,704,347 24,960,000
10 Dec 2021 Issued via Placement 7,619,048 7,999,998
10 Dec 2021 Issued under Share Purchase Plan 1,666,663 1,750,004
Less: Share issue transaction costs, net of tax (655,113)
31 Dec 2021 Balance 63,409,023 58,469,660
4 Apr 2022 Issued under Dividend Reinvestment Plan 774,184 867,086
23 Sep 2022 Issued under Dividend Reinvestment Plan 1,129,497 1,174,677
Add: Share issue transaction costs, net of tax (including 107,317
prior periods tax adjustments)
31 Dec 2022 Closing balance 65,312,704 60,618,740

(c) Dividend Reinvestment Plan (DRP)

The Company has established a Dividend Reinvestment Plan (DRP) under which holders of ordinary shares
may elect to have all or part of their dividend entitlement satisfied by the issue of new ordinary shares, rather
than by being paid in cash. Shares are issued under the DRP at a 5% discount to the volume-weighted average
price (VWAP) over the pricing period, as determined by the directors. Whether or not the DRP is offered to
shareholders in relation to a declared dividend is at the discretion of the Board.

(d) Share options

There were no unissued ordinary shares of Mayfield Childcare Limited under option at 31 December 2022.
There were no ordinary shares of Mayfield Childcare Limited issued on the exercise of options during the year.

(e) Capital management

Risk management

The Group’s objective when managing capital is to safeguard its ability to continue as a going concern, so that
it can provide returns for shareholders, benefits for other stakeholders and minimise the cost of capital by
optimising its capital structure.

Future optimisation measures may include any or all of adjusting the amount of dividends it distributes and/or
returning capital to its shareholders, raising capital by issuing new shares, selling assets to reduce debt and
further bank borrowings. As a general principle, the Group will seek to utilise its borrowing capacity to fund the
acquisition of new childcare businesses, whilst ensuring it adheres to the financial and operating covenants
therein. The Group has not defaulted on any of these covenants during the reporting year.

Dividends

The final dividend recommended after reporting date will be fully franked out of franking credits available at the
time of payment.
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Note 17. Contributed equity (continued)

(e) Capital management (continued)

2022 2021
$ $

Franking credits available for subsequent reporting periods based
on a tax rate of 30% (2021: 25%) 4,780,803 3,280,936

The above amount is calculated from the balance of the franking account as at the end of the reporting period.
The prior year comparative has been restated at the correct rate of 25% (not 30% as previously reported).

Note 18. Business combinations

The Group did not acquire any childcare centre businesses during the financial year.

Finalisation of prior period provisional estimates

During the financial year final adjustments were made to the initial provisional estimates of the fair value of
assets acquired and liabilities assumed in business combinations undertaken in the prior reporting period, as
follows:

Genius Carrum | Dandenong Total
Childcare Downs
Centres
$ $ $ $

Goodwill
Finalised fair value 30,443,308 - - 30,443,308
Less initial provisional estimate (38,843,308) - - | (38,843,308)
Plant and equipment
Finalised fair value 5,446 7,917 13,363
Less initial provisional estimate (5,000) (5,000) (10,000)
Contract liabilities
Finalised fair value (4,850) - (4,850)
Less initial provisional estimate 2,200 - 2,200
Increase/(decrease) in fair value in the current
reporting period (Note 11) (8,400,000) (2,204) 2,917 (8,399,287)

1.  The movement in Goodwill comprises:
e ($9,000,000) write-back of contingent purchase consideration (earn-out) not earned; and
e $600,000 in additional purchase consideration which became payable under a Deed entered into at
acquisition date to account for settlement adjustments relating to employee entitlement obligations assumed
upon acquisition.

Note 19. Subsidiaries

The consolidated financial statements incorporate the assets, liabilities and results of the following subsidiary
in accordance with the accounting policy described in Note 1 (b):

Name of entit Country of Class of 2022 2021
y incorporation shares % %
Genius Education Pty Ltd Australia Ordinary 100 100
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2022 2021
Restated
$ $
Note 20. Key management personnel (KMP) disclosures

Aggregate compensation made to directors and other KMP of the Group:
Short-term employee benefits 766,313 620,304
Long-term benefits 92,202 61,467
Termination benefits 125,946 -
984,461 681,771

Short-term employee benefits have been restated for 2021. Detailed remuneration disclosures are provided
in the Directors’ Report, within sections A to D of the Remuneration Report.

2022 2021
$ $
Note 21. Remuneration of auditor
During the period the following fees were paid or payable for services
provided by the auditor and its related practices:
Audit services
Audit and review of financial reports’ 161,050 88,020
Non-audit services
Preparation of income tax returns and related matters 38,950 20,950
Independent Expert’s Report - 65,000
Total fees of PKF Melbourne and its related practices 200,000 173,970

1. The audit of the financial report for the year ended 31 December 2022 was significantly impacted by the
KordaMentha investigation (Notes 5, 22 & 25).

Note 22. Related party transactions

Parent entity

The parent entity of the Group is Mayfield Childcare Limited.

Subsidiaries

Please refer to Note 19 for details of the Company’s interests in subsidiaries.
Key management personnel (KMP)

Detailed remuneration disclosures relating to KMP are set out in Note 20 and in the Directors’ Report, within
sections A to D of the Remuneration Report.

Transactions with related parties
Management of 14 childcare centres acquired in December 2021

From 10 December 2021 (initial acquisition date) to 30 September 2022 the day-to-day management of the 14
childcare centres was provided by Genius Learning Pty Ltd in accordance with the terms of the Transitional
Services Agreement between the two parties. Genius Education Holdings Pty Ltd (a related party to Genius
Learning Pty Ltd) is a major shareholder of Mayfield Childcare Limited.
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Note 22. Related party transactions (continued)

Loan to Genius Learning Pty Ltd

During the reporting period the Company’s subsidiary provided agreed centre support services to Genius Learning
Pty Ltd (a related party of major shareholder Genius Education Holdings Pty Ltd). The services were provided on
commercial terms. These services, along with minor funding due to, and expenses paid on behalf of Genius
Learning Pty Ltd by, the Company’s subsidiary, have been accumulated as an unsecured loan outstanding at
reporting date totalling $1,303,088 (31 December 2021: $110,125). With repayment due within 12 months, the
loan has been classified as a current asset and is included within Trade and other receivables in the consolidated
statement of financial position. There is no commitment to provide further related party services beyond the current
reporting date.

Unauthorised transactions initiated by former senior employee/director

Please refer to Note 5 Correction of errors and variation from preliminary financial report and to Note 25 Events
occurring after the reporting period for further information in relation to the independent forensic investigation into
the apparent misappropriation of funds by, and the misallocation of payments at the direction of, a former senior
employee/director of the Group.

Management services agreements

No related party centre service agreements were entered into during the year. No related party revenue has
been recognised during the year.

Note 23. Commitments

Capital commitments
The Group has no capital commitments as at reporting date (31 December 2021: None)

2022 2021
Restated
$ $
Note 24. Reconciliation of profit after income tax to net cash from
operating activities
Profit after income tax 4,876,741 2,206,071
Depreciation 10,050,608 5,092,273
Impairment charge on trade receivables 135,627 -
Net loss on disposal of centre 53,591 -
Net (gain)/loss on disposal of non-current assets (28,794) 9,313
Gain on disposal of property lease (32,693) -
Acquisition costs - 1,286,498
Non-cash finance costs - 108,556
Borrowing costs - 13,000
Change in operating assets and liabilities
Increase in trade and other receivables (2,063,835) (1,018,506)
Decrease in other operating assets 317,082 284,081
Increase in deferred tax assets (1,151,387) (141,579)
Increase in trade and other payables 804,960 2,344,799
Decrease in contract liabilities (63,212) (32,255)
Decrease in current tax liabilities (310,727) (321,531)
(Decrease)/increase in provisions (227,269) 30,605
Net cash inflow from operating activities 12,360,692 9,861,325
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Note 25. Events occurring after the reporting period

On 8 February 2023 the Group announced to the market the acquisition of a 75 licensed places childcare centre
in Cairns, Queensland, with a purchase price of $1.07 million, representing a purchase price multiple of 5.0
times forecast CY23 centre EBITDA. As part of this transaction the Group entered into a lease arrangement for
the property which is owned by a related party of Genius Education Holdings Pty Ltd, a major shareholder of the
Company.

On 1 March 2023 the Group executed a Business Sale Agreement with Genius Learning Pty Ltd, a related party
of Genius Education Holdings Pty Ltd, to acquire two childcare centres with a combined total of 140 licensed
places for total consideration of $2.4 million. The Group and the vendor are working through the Conditions
Subsequent outlined within the Business Sale Agreement to complete the acquisitions.

On 2 March 2023 Michelle Clarke’s consultancy with the Company ended.

On 29 March 2023 the Company announced to the market that it had received KordaMentha’s final independent
forensic accountant’s report (‘Report’) in relation to the period 1 January 2020 to 31 December 2022
('Investigation Period").

The Report concluded that, during the Investigation Period:

. Funds totalling $374,713 (including GST) appear to have been misappropriated from the Company by a
former senior employee/director of the Company (‘Misappropriated Funds’) (‘Former Employee'); and

« At the direction of the Former Employee, payments totalling $810,818 were misallocated over the
Investigation Period to deliberately misrepresent earnings, apparently in connection with the
Misappropriated Funds (‘Misallocated Payments’)

The Company is receiving legal advice in relation to recovery of the Misappropriated Funds, including
preservation of assets sufficient to compensate the Company for any loss and damage suffered. The Company
is satisfied with the recovery options available to it.

The Company will pursue all available claims for any loss and damage suffered by the Company in relation to
the Misappropriated Funds and Misallocated Payments, including the cost of the forensic investigation and
preparation of the Report, legal costs and interest, however no asset has been recognised in the financial report
in relation to any potentially recoverable amounts.

The Company will undertake an internal review of transactions prior to the Investigation Period. If necessary,
the Company will provide a further update to the market at the relevant time, however any future financial
statements adjustments arising from the future internal review are not expected to be material.

No other matter or circumstance has arisen since 31 December 2022 that has significantly affected, or may
significantly affect, the Company’s operations, the results of those operations or the Company’s state of affairs in
future years.
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Note 26. Earnings per share

Basic and diluted earnings per share

Weighted average number of shares

Weighted average number of shares used as the denominator in calculating
basic and diluted earnings per share

Earnings used in calculating basic and diluted earnings per share’
Profit after tax attributable to the ordinary equity holders of the Company

1.  Statutory earnings have been reduced by the ongoing application of AASB 16
Leases (refer ‘underlying’ EPS in the Review of Operations, within the
Directors’ Report, on page 6).

Note 27. Contingencies

2022

Cents

7.58

Number

64,295,400

$

4,876,741

The Group has no contingent liabilities as at reporting date (31 December 2021: None).

2021
Restated
Cents

6.46

Number

34,127,659

Restated
$

2,206,071

As outlined in Note 25, the Group is receiving legal advice in relation to the recoverability of misappropriated funds,

which represents a contingent asset of the Group as at 31 December 2022.

Note 28. Parent entity financial information

(a) Summary financial information

Balance sheet
Current assets

Total assets
Current liabilities
Total liabilities

Shareholders’ equity
Issued capital
Retained earnings

Profit or loss for the year
Total comprehensive income

(b) Guarantees entered into by the parent entity

The parent entity has utilised its bank guarantee facility with Westpac (Note
14) to provide bank guarantees to its subsidiary’s landlords.

2022 2021
Restated

$ $
3,135,143 4,103,117
114,337,610 121,714,930
11,326,132 10,569,632
45,501,260 55,962,211
60,618,740 58,469,660
8,282,203 7,283,059
68,900,943 65,752,719
4,013,186 2,266,138
4,013,186 2,266,138
1,757,442 1,757,442
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DIRECTORS’ DECLARATION
In the directors’ opinion:
(a) the financial statements and notes set out on pages 18 to 47 are in accordance with the

Corporations Act 2001, including:

(i) complying with Accounting Standards, the Corporations Regulations 2001 and other
mandatory professional reporting requirements; and

(i) giving a true and fair view of the consolidated entity’s financial position as at
31 December 2022 and of its performance for the year ended on that date; and

(b) there are reasonable grounds to believe that the Company will be able to pay its debts as

and when they become due and payable.

Note 1(a) confirms that the financial statements also comply with International Financial Reporting
Standards as issued by the International Accounting Standards Board.

The directors have been given the declarations by the Chief Executive Officer and Chief Financial
Officer required by section 295A of the Corporations Act 2001.

This declaration is made in accordance with a resolution of the directors.
DM& NI

David Niall
Chairman

Melbourne
13 April 2023
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Independent Auditor’s Report to the Members of Mayfield Childcare Limited
Report on the Financial Report
Opinion

We have audited the accompanying financial report of Mayfield Childcare Limited (the Company and its
subsidiaries (the Group)), which comprises the consolidated statement of financial position as at 31 December
2022, the consolidated statement of comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies, and the directors’ declaration.

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

(a)

giving a true and fair view of the Group’s financial position as at 31 December 2022 and of its financial
performance for the year then ended; and

(b)

Basis for Opinion

complying with Australian Accounting Standards and the Corporations Regulations 2001.

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Report section of
our report. We are independent of the Group in accordance with the auditor independence requirements of the
Corporations Act 2001 and the ethical requirements of the Accounting Professional & Ethical Standards Board’s
APES 110 Code of Ethics for Professional Accountants (including Independence Standards) (the Code) that are
relevant to our audit of the financial report in Australia. We have also fulfilled our other ethical responsibilities
in accordance with the Code.

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the financial report of the current period. These matters were addressed in the context of our audit of the
financial report as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.

Key audit matters — Business combinations ‘ How we have addressed this matter ‘

As at 31 December 2022, the business combinations | Our audit procedures included but were not limited
recognised during the 31 December 2021 financial | to:

year have been finalised and the fair value of the | 4 Validating the components of the business

assets and liabilities determined in line with AASB 3

Business Combinations. Significant movements
between the provisional and final accounting
comprise:

e $9 million relating to the write-back of
contingent purchase consideration not earned,

e  $0.6 million in additional purchase consideration
relating to employee entitlement obligations
assumed upon acquisition.

Significant judgements were formed by Management
in valuing the acquired identifiable assets and
allocation to goodwill. Based on this we have
considered the final accounting for business
combinations to be a Key Audit Matter.

combinations to underlying support including
settlement contracts;

e Assessing Managements calculation of the
contingent consideration and its accuracy in
accordance with the contractual arrangements,
performance relative to performance hurdles
and relevant accounting standards;

e Reviewing the accounting entries associated with
the business combinations; and

e Reviewing the related financial statement
disclosures for the acquisitions for consistency
with the relevant financial reporting standards.
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Key audit matters — Valuation of goodwill

As set out in note 11 the Group had goodwill of
$74.111 million as at 31 December 2022 (2021:
$82.612 million). The accounting policy in respect of
these assets is outlined in note 1.

An annual impairment test for goodwill is required
under AASB 136 Impairment of Assets. Management’s
assessment has been performed using a discounted
cashflow model (Impairment model) to estimate the
value-in-use of the Cash Generating Unit (CGU) to
which the goodwill has been allocated.

The evaluation of the recoverable amount requires
the Group to exercise significant judgement in
determining key assumptions, which include:

e 5 year cash flow forecast;
¢ Occupancy rates;
e Terminal growth factor; and

¢ Discount rate.

The outcome of the impairment assessment could
vary if different assumptions were applied. As a
result, the evaluation of the recoverable amount of
intangibles is an area of significant Management

estimation and judgement, and a Key Audit Matter.

Key audit matters — Management override and
fraud

During the audit process, as set out in the Directors
report, note 5 and note 22, Management informed us
that as part of an internal review of historical supplier
payments for the purposes of preparing the Group’s
2023 capital expenditure budget, anomalies were
uncovered which led to the appointment on 24
January 2023 of Independent Forensic Accountants to
conduct an investigation from 1 January 2020 to 31
December 2022.

This Report concluded that, during the Investigation
Period:

PKF

‘ How we have addressed this matter

Our audit procedures included but were not limited
to:

e Assessing and challenging the assumption that
one CGU is appropriate in the context of the
goodwill allocated to it;

e Assessing the reasonableness of the Financial
Year 2023 budget approved by the Board by
comparing Financial Year 2022 actual results and
Financial Year 2022 budget;

e Challenging the assumptions used to forecast
occupancy rates across the portfolio of centres in
the Impairment model;

e Challenging assumptions used for the future
growth rate by comparing normalised average
growth rates for centres in recent years to the
growth rate adopted in the Impairment model,
noting the regulatory environment in the sector;

e Challenging the key assumptions for long term
growth in the forecast cash flows by comparing
them to historical results and industry forecasts;

e Challenging the discount rate applied by
comparing the Company’s weighted average cost
of capital to industry benchmarks;

e Reviewing the arithmetic accuracy of the
Impairment model;

e Reviewing Management’s sensitivity analysis
around the key drivers of the cash flow
projections, to consider the likelihood of such
movements occurring sufficient to give rise to an
impairment;

e Performing our own sensitivity analysis of
Management’s impairment model; and

e Reviewing the appropriateness of the disclosures
including those relating to sensitivities in the
assumptions used in Note 11.

How we have addressed this matter

Our audit procedures included but were not limited
to:

e Assessing our ability to rely on the report
prepared by the Independent Forensic
Accountants;

e Evaluating the findings identified by the
Independent Forensic Accountants relative to
the impact on the financial report and our audit
findings;

e Performing additional audit procedures to
validate accuracy of report findings;
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Funds totalling $374,713, including GST, appear
to have been misappropriated from the Group by
a former senior employee/director of the Group
(‘Misappropriated Funds’) (‘Former Employee');
and

At the direction of the Former Employee,
payments totalling $810,818 (comprising
$670,579 in FY2020, $140,939 in FY2021 and nil
in FY2022) were misallocated over the
Investigation Period to deliberately misrepresent
earnings, apparently in connection with the
Misappropriated Funds (‘Misallocated
Payments’).

Assessing Managements determination of the
impact of the financial report and adequacy of
disclosures in accordance with AASB 108
Accounting Policies, Changes in Accounting
Estimates and Errors;

Performing walkthroughs of relevant processes
underpinning the financial report;

Reviewing key estimates and judgements,
identifying instances where Management has
significantly changed assumptions, to quantify
the impact if assumptions remained unchanged
from prior year;

Reviewing general journals processed during the

year for reasonableness, ensuring they are

adequately supported and approved;

Remaining professionally sceptical throughout

the audit;

Reviewing Management responses for potential

indicators of bias; and

e Reviewing the appropriateness of disclosures in
the financial report

Management override of controls is a default
significant audit risk under Australian Auditing | e
Standards. Based on the above, we have determined
that Management Override, particularly with respect | o
to fraud, to be a Key Audit Matter.

Other Information

The directors are responsible for the other information. The other information comprises the information
included in the Group’s annual report for the year ended 31 December 2022, 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 inconsistent 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.

Directors’ Responsibilities 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 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 have 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 and 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 Australian Auditing Standards will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individual or in aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of this financial report.
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As part of an audit in accordance with 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.

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 other related disclosures made by the directors.

e Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the 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.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the group financial report. We are responsible for the
direction, supervision and performance of the group audit. We remain solely responsible for our audit
opinion.

We communicate with the directors 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.

We also provide the directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably
be thought to bear on our independence, and where applicable, actions taken to eliminate threats or safeguards
applied.

From the matters communicated with the directors, we determine those matters that were of most significance
in the audit of the financial report of the current period and are therefore the key audit matters. We describe
these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Report on the Remuneration Report

Opinion on the Remuneration Report

We have audited the Remuneration Report commencing on page 10 in the Directors’ report for the year ended
31 December 2022.

In our opinion, the Remuneration Report of the Mayfield Childcare Limited for the year ended 31 December
2022, complies with section 300A of the Corporations Act 2001.
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The directors of the Company are responsible for the preparation and presentation of the Remuneration Report
in accordance with section 300A of the Corporations Act 2001. Our responsibility is to express an opinion on the
Remuneration Report, based on our audit conducted in accordance with Australian Auditing Standards.

Y F a&w*w&m&j

PKF Kaitlynn Brady

Responsibilities

Melbourne, 13 April 2023 Partner
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