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Reporting Period 

 
Current period:    1 July 2019 to 30 June 2020 
Previous corresponding period:  1 July 2018 to 30 June 2019  
 
Results for announcement to the market 
 

 
   $m 
Revenue and other income from ordinary activities  
 

up 4.6% to 352.9 

Profit from ordinary activities after tax attributable to 
members 

 

up 28.9% to 6.9 

Net profit for the period attributable to members 
 

up 28.9% to 6.9 

 
Dividends  Total amount 

 
$m 

Amount per security 
 

(cents per share) 

Franked amount per 
security 

(cents per share) 
Current period    
Final dividend declared 8.7 9.00c none 
Interim dividend paid 10.7 11.00c 2.75c 
Previous corresponding 
period 

   

Final dividend paid 9.7 10.00c 6.00c 
Interim dividend paid 12.6 13.00c 5.20c 

 
Record date for determining entitlements to the dividend 11 September 2020 
Dividend payment date  1 October 2020 

 
The final dividend is 100% conduit foreign income. 
 

 
 

30 June 2020  
$ 

30 June 2019 
$ 

 
Net tangible asset backing 
Net tangible asset backing per ordinary security 2.14 2.32 
 
 
Additional 4E disclosures can be found in the Notes to the Servcorp Consolidated Financial 
Report for the year ended 30 June 2020 lodged with the ASX on 25 August 2020.   
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Management Discussion & Analysis 
 
COVID-19 pandemic 
 
The consequences of the COVID-19 pandemic for the flexible workspace industry have been 
unprecedented. In response, Servcorp has rapidly adapted to the present environment across our 
global footprint, with the first priority being to protect the health and safety of our team and clients.  
 
While the first three quarters of FY20 delivered a solid start to the financial year, the subsequent 
spread of COVID-19 significantly impacted trading conditions from late March. Since this time, 
occupancy has been materially impacted, falling 7 percentage points from its highest point at 76% 
to 69% at 30 June 2020. Virtual office clients were also impacted however this client base has 
now somewhat stabilised. There has been a severe impact to coworking and we expect the 
recovery to take significantly longer than our serviced and virtual office offerings.  
 
We have been sympathetic to the impact COVID-19 has had on the way we live and work, and 
continue to work closely with our clients who have been genuinely impacted, to provide them with 
the necessary support to manage through the pandemic and beyond. 
 
Leading up to the COVID-19 pandemic Management had already committed to, and executed a 
global footprint consolidation. However, the pandemic forced some further footprint reduction, 
particularly in the USA where we closed 12 locations. We believe our consolidated global footprint 
will allow us to better navigate the current and future economic uncertainty stemming from the 
COVID-19 pandemic as well as capitalise on the recovery.   
 
Servcorp is well positioned to manage through a range of potential recovery scenarios: 
• A strong liquidity position: Since 2010 Servcorp has conservatively maintained a strong 

balance sheet. This conservatism will provide a buffer in handling the liquidity pressures 
brought on by COVID-19. Currently we have in excess of $100.0m in cash and no external 
debt. 

• Tightly controlled operating expenditure: Implementation of cost reduction initiatives 
across our operations were enacted promptly in March resulting in a lower operating cost base. 
We believe in sharing the financial downside of the COVID-19 pandemic impact with our 
landlords through rental abatements, deferrals or other type of rental relief. Negotiations 
continue with all landlords, with approximately 26% of our portfolio resolved to date.  
Our global headcount has been reduced by approximately 20% and there have been 
temporary salary reductions of up to 20% in place including the Executive and Directors. 

• Strict capital expenditure allocation: Other than maintenance, all capital expenditure 
programs have been temporarily suspended. That said, we do see medium term opportunities 
for growth particularly in mature markets with proven management performance. Any future 
allocation of capital will ultimately depend on the certainty of the post COVID-19 recovery 
period within each market. 

• Unique technology platforms: Servcorp’s technology platforms are market-unique and well 
placed to attract new clients post COVID-19. In particular, our best-in-market virtual product 
makes working from home seamless. Through our OneFone technology clients have 
uninterrupted access to landline telephone infrastructure and our team will answer calls 24 
hours a day as directed thereby minimising the impact of any potential loss of business. 

 
Despite the COVID-19 challenges, we remain cautiously optimistic due to our unique positioning, 
global reach, technology platforms, longstanding track record and cash generation ability.  
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Headline 
 
A strong underlying performance in FY20 despite COVID-191 pandemic trading conditions in the 
last quarter of FY20: 
• Revenue and other income up 5% 
• Continued Operations revenue up 11% 
• Underlying2 NPBT up 17% 
• Underlying Free Cash up 3% 
• Operating performance in the first 9 months of FY20 up 17%  
 
Given the current economic environment stemming from the COVID-19 pandemic it was 
considered prudent that the FY20 final dividend be reduced from previously expected 11.0 cps 
to 9.0 cps, unfranked. 
 
Operating performance 
 
Reconciliation of Statutory NPBT and NPAT to Underlying NPBT and NPAT: 
 
  FY20 FY19 
  $m 
Statutory NPBT 15.6  12.5 
Add:   
 Restructure costs and write-offs  2.0 1.9 
  Deconsolidation loss3 19.4 - 
 Restricted losses4 0.5 - 
 Impairment of assets and goodwill - 18.7 
Less:    
 Restricted earnings4 - 1.1 
Underlying NPBT 37.5 32.0 
Less:   
  Underlying tax expense 6.9 2.8 
Underlying NPAT 30.6 29.2 
Less:   
 Restructure costs and write-offs (after tax) 1.5 1.4 
  Deconsolidation loss 19.4 - 
 Restricted losses (after tax) 0.5 - 
 Impairment of assets and goodwill - 18.7 
  Non-cash tax adjustment relating to deferred tax assets 2.3 4.5 
Add:   
 Restricted earnings (after tax) - 0.7 
Statutory NPAT 6.9 5.4 

 
• Free Cash $80.4m, up 30% on FY19; Underlying Free Cash $66.1m, up 3% on FY19 
• Statutory NPBT $15.6m, up $3.1m on FY19 
• Statutory NPAT $6.9m, up $1.5m on FY19 
• Underlying NPBT $37.5m excludes $2.0m in one-off, COVID-19-related restructure costs, 

$19.4m of deconsolidation losses and $0.5m of restricted losses (FY19 Underlying NPBT: 
$32.0m)  

                                                
1 COVID-19 refers to the infectious disease caused by severe acute respiratory syndrome coronavirus 2.  
2 “Underlying” is a non-statutory measure and is the primary reporting measure used by the CEO, CFO, COO & Board of Directors 
for the purpose of assessing the performance of our business. 
3 Aggregate deconsolidation loss of USA and entity operating in a politically restricted country with exchange controls. 
4 Earnings or losses generated by a member of the consolidated entity operating in a politically restricted country with exchange 
controls. 
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Operating performance - continued 
 
Resilient balance sheet  
• Cash balances at 30 June 2020 of $101.4m, up $35.2m from 30 June 2019; driven by strong 

performance before the COVID-19 pandemic 
• Cash balances currently in excess of $100.0m 
• Underlying Free Cash 176% of Underlying FY20 NPBT, providing some buffer to navigate 

through the COVID-19 pandemic, supporting self-funded capital expenditure and dividends  
• No external net debt 
• Healthy cash generation enabling a FY20 final dividend of 9.0 cps, unfranked 
 
FY20 – Overview 
 
FY20 Revenue of $352.9m up 5% from $337.4m – a new Servcorp record. FY20 Continued 
Operations revenue of $327.5m was up 11% on the prior corresponding period.  

 
 
FY20 Underlying NPBT of $37.5m underpinned by a strong North Asia result, improved results in 
the Middle East and United Kingdom offset by the underperformance of the USA and challenging 
trading conditions stemming from the COVID-19 pandemic in the last quarter of FY20. 
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Cash Flow 
 
Reconciliation of Net Operating Cash Flows to Free Cash and Underlying Free Cash: 
 
    FY20 FY19 
  $m 
Net Operating Cash Flows 182.3 51.0 
Add:   

  Tax paid 9.4 11.1 
Less:   

  Lease liability Cash Rent5 for FY20 paid in FY20 111.2 - 
Free Cash 80.4 62.1 
Add:   
 Restructure costs6 and write-offs 3.4 1.9 
Less:    

 Cash Rent for FY20 paid in FY19 8.8 - 
  Unpaid Cash Rent relating to FY20  8.9 - 
Underlying Free Cash 66.1 64.0 

 
Free Cash of $80.4m, up 30% compared to FY19. Underlying Free Cash of $66.1m, up 3% 
compared to FY19. 

  
Capital expenditure was $19.2m, down $31.4m from $50.6m in FY19 representing new floors, 
expansions and completion of our coworking product ($10.5m), continued investment in our 
technology platforms ($4.5m) and maintenance capex ($4.2m). 
 
We received $2.8m in net lease deposit refunds, invested an additional $1.5m in hybrid securities 
and paid $20.3m in dividends during the year.  
 
Other financing and foreign exchange includes prepayment of Cash Rent of $7.3m offset by cash 
incentives received for fit-out of $1.0m, $4.9m in lease surrender proceeds and effects of 
exchange rate changes of $3.4m. Overall cash increased by $35.2m from 30 June 2019 to 
$101.4m at 30 June 2020.  

                                                
5 The interest component of Cash Rent of $18.7m is included in the Net Operating Cash Flows of $182.3m.  
6 Includes $1.4m paid in relation to the USA deconsolidation; the balance of $3.1m (of total cash loss $4.5m) will be paid in FY21. 
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Office Capacity 
 
During the first three quarters of FY20, we opened new floors in New York City and Shanghai and 
expanded existing locations in Brisbane and Hobart. 
 
In FY20 we reduced capacity across 29 floors. Net capacity decreased by 749 offices in FY20 to 
5,039 and FY21 capacity will increase to 5,114 stemming from a new floor opening in Manilla and 
a closure of our Park Avenue location in New York City in 1Q21. We have no further committed 
floor openings at this time. 
 
Like for Like floors occupancy was 69% at 30 June 2020 (30 June 2019: 73%). All floors 
occupancy was 69% at 30 June 2020 (30 June 2019: 72%). 
 
July 2020 all floors occupancy was 70%.  

  
 
Our global footprint encompasses 126 floors, in 43 cities across 21 countries. 
 
Coworking  
 
Recent growth in the flexible workspace industry has been underpinned by the expansion of 
coworking spaces. The COVID-19 pandemic has had a significant impact on coworking. 
 
Given the nature of coworking and its inherent lack of social distancing, coworking is expected to 
take significantly longer to recover from COVID-19. 
 
We are still of the view that coworking is an important part of not only our offering but also the 
industry and that our investment in reshaping our portfolio for coworking will realise a return on 
investment in the longer term. 
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Operating Summary by Region 
 
General 
 
On 1 July 2019 we transitioned to the new accounting standard AASB16 – Leases. The transition 
to the new accounting standard has not had any commercial impact on our business, including 
cash. However, the new accounting standard has materially impacted the calculation of EBITDA 
from the transitional date. Therefore, from the transitional date, we have introduced “Cash 
Earnings”7 which is calculated as “EBITDA minus Cash Rent paid”. EBITDA still applies to the 
prior corresponding period.   
 
Supplementary information relating to the transition to the new accounting standard is set out in 
the Servcorp Consolidated Financial Report for the year ended 30 June 2020. 
 
ANZ & South East Asia 
 

 
 
Like for Like segment profit in ANZ & SEA was up 8% in FY20, slowed in the third quarter of FY20 
as a result of the impact of the COVID-19 pandemic.  
 
Like for Like Cash Earnings were up 8% in FY20 compared to FY19. We closed 7 floors in the 
region in FY20.    

 
North Asia 
 

  
 

Despite the impact of COVID-19 North Asia as a whole produced a solid result with the drag on 
profit attributed to China (including Hong Kong). Like for like revenue was up 18% from $110.8m 
to $130.9m. Like for Like Cash Earnings increased 14% in FY20 compared to FY19.  
 
We closed 5 floors in the region in FY20 including 4 in China. Through the year Management has 
focused on consolidating our footprint in China and depending on the COVID-19 recovery 
trajectory, we expect to see China return to healthy profitability in FY21.  
                                                
7 For FY20, Cash Earnings is calculated as EBITDA minus Cash Rent paid whereas FY19 is EBITDA only. 
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Operating Summary by Region – continued 
 
Europe & Middle East 
 

  
 
Despite the impact of COVID-19 EME produced an outstanding result with significant contributions 
from Saudi Arabia, UAE and Qatar partially offset by a poor performance from France.  
 
Like for Like segment profit and revenue were up 19% and 147% respectively in FY20. Like for 
Like Cash Earnings doubled in FY20 compared to FY19.  
 
USA 
 

  

 
We implemented some significant structural changes in our USA business in 2020. Firstly, we 
replaced the General Manager in the USA. Ms. Colleen Susini (based in New York) joined us in 
April and comes with extensive flexible workspace industry experience. We are excited to have 
Colleen on the team. 
 
Secondly, as a result of the restructure, we closed 12 floors across 8 cities resulting in a 
deconsolidation loss of $14.3m (split $4.5m cash and $9.8m non-cash). This smaller footprint, 
concentrated in 3 cities on the east coast and Houston in Texas, will allow Management to focus 
on improving performance. Any improvement in trading conditions in the short to medium term are 
heavily dependent on the COVID-19 recovery path, but we feel the current size of our operations 
will be better able to withstand near-term uncertainty.  
 
On a Like for Like basis revenue and Cash Earnings were both down on FY19 performance.  
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Financial Summary 
 
FY20 revenue and other income was up 5% to $352.9m (FY19: $337.4m). The Australian dollar 
continued to weaken through FY20 particularly in the last quarter of the year. FY20 Like for Like 
revenue expressed in constant currency terms (i.e. at FY20 exchange rates) increased by 5% 
compared to FY19. 
 
FY20 NPBT was $15.6m, up $3.1m or 25% from FY19 NPBT of $12.5m.  
 
Excluding $2.0m in one-off, COVID-19-related restructure costs, $19.4m of deconsolidation losses 
and $0.5m of restricted losses, Underlying NPBT was $37.5m, up 17% on FY19 Underlying NPBT 
of $32.0m.  
 
Net Tangible Assets per share is down to $2.14 per share from $2.32 per share at 30 June 2019 
owing largely to the transition to the new accounting standard AASB16 - Leases.  
 
Cash balances as at 30 June 2020 remained healthy at $101.4m, up $35.2m from $66.2m at 30 
June 2019.  
 
Other financial assets includes mark-to-market investments in bank hybrid variable rate securities 
of $9.2m (30 June 2019: $7.9m).  
 
Dividends 
 

 

 
The Directors have declared a final dividend of 9.0 cps, unfranked, payable on 1 October 2020. 
 
This brings total dividends payable in relation to FY20 to 20.0 cps, unfranked (FY19 dividends: 
23.0 cps). 
 
FY21 dividends are uncertain however, we would expect to make dividend payments consistent 
with our long term history and commitment to shareholders. 
 
 
 
Future dividends are subject to currencies remaining constant, continued strong cash 
generation, and the continued impacts of the COVID-19 pandemic on our operations.  
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Outlook 
 
While it remains unclear how long global COVID-19 restrictions will continue, and the recovery 
profiles as restrictions are eased, Servcorp’s operations are likely to remain adversely impacted 
at least in the short term.  
 
The focus for the next 12 months is on controllable measures: 
• Continued focus on controlling operating expenditure, including finalising the rental relief 

programs with each landlord. 
• Ensuring we maintain strong liquidity. 
• Making clients feel safe through full, unwavering adherence to any government requirements. 
• Preparing for recovery in each market in which we operate. 
• Looking for opportunities for growth in mature markets with proven management performance.   
  
We have undertaken a detailed review of our business. For FY21 we anticipate that even at a low 
case, Servcorp will remain profitable, consequently, we expect the underlying business to continue 
to generate substantial Underlying Free Cash. In those circumstances we would expect to make 
dividend payments consistent with our long term history and commitment to shareholders.  
 
At this time, given the current economic environment, we consider it prudent that the FY20 final 
dividend be reduced from previously expected 11.0 cps to 9.0 cps, unfranked. 
 
We expect COVID-19 to continue to significantly impact the way we live and work for the 
foreseeable future. When we emerge from the COVID-19 pandemic, we envisage that flexible 
workspaces will be more important than ever, so we will continue to tailor our offering to serve 
those ever-evolving trends.  
 
Despite the COVID-19 challenges we are facing, we remain cautiously optimistic due to our unique 
positioning, global reach, technology platforms, longstanding track record and cash generation. 
 
 
 
Future dividends are subject to currencies remaining constant, continued strong cash 
generation, and the continued impacts of the COVID-19 pandemic on our operations.  
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Key 
 

 

FY Financial year 
1H First half of financial year - six months to 31 December  
2H Second half of financial year - six months to 30 June  
NPBT  Net Profit Before Tax 
NPAT Net Profit After Tax 

Statutory NPBT Calculated in accordance with Australian Accounting Standards 
as reported in the Servcorp Consolidated Financial Report 

Statutory NPAT Calculated in accordance with Australian Accounting Standards 
as reported in the Servcorp Consolidated Financial Report 

Underlying NPBT 
Is the Statutory NPBT adjusted for significant items (before tax) 
that are one-off in nature and that do not reflect the underlying 
performance of our business  

Underlying NPAT 
Is the Statutory NPAT adjusted significant items (net of tax) that 
are one-off in nature and that do not reflect the underlying 
performance of our business   

Segment Profit/(Loss) Calculated in accordance with Australian Accounting Standards 
as reported in the Servcorp Consolidated Financial Report 

Cash Rent 
Cash Rent is the amount paid to a landlord (or lessor) by 
Servcorp as a lessee under the terms of a signed lease 
agreement  

Free Cash 
Is the Net Operating Cash Flows before tax as reported in the 
Consolidated Statement of Cash Flows contained in the Servcorp 
Consolidated Financial Report minus Cash Rent paid 

Underlying Free Cash 
Is Free Cash adjusted for significant items (before tax) which 
relate to the reported financial year however, because of timing, 
either occurred in the preceding financial year or will occur in the 
subsequent financial year  

EBITDA Earnings before interest, tax, depreciation and amortisation 
Cash Earnings Is EBITDA minus Cash Rent paid 
cps Cents per share 
m Million 

Like for Like 
Like for Like include results for floors that were open in both the 
current and comparative reporting periods i.e. it excludes new 
floor openings in the current reporting period and closed floors 

ANZ Australia & New Zealand 
SEA South East Asia  
EME Europe & Middle East 
USA United States of America 
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25 August 2020 

 

 
Dear Board Members 

 

Auditor’s Independence Declaration to Servcorp Limited 
 

In accordance with section 307C of the Corporations Act 2001, I am pleased to provide the 

following declaration of independence to the directors of Servcorp Limited. 
 

As lead audit partner for the audit of the financial report of Servcorp Limited for the year 

ended 30 June 2020, I declare that to the best of my knowledge and belief, there have 

been no contraventions of: 

 

(i) the auditor independence requirements of the Corporations Act 2001 in relation 
to the audit; and 

(ii) any applicable code of professional conduct in relation to the audit.   

 
 

 

 
Yours faithfully 

 

 
 
DELOITTE TOUCHE TOHMATSU 

 

 
S C Gustafson 
Partner  

Chartered Accountants 

Deloitte Touche Tohmatsu 

ABN 74 490 121 060 

 

Grosvenor Place 

225 George Street 

Sydney NSW 2000 

PO Box N250 Grosvenor Place 

Sydney NSW 1217 Australia 

 

Tel:  +61 (0) 2 9322 7000 

Fax:  +61 (0) 2 9322 7001 

www.deloitte.com.au 

The Board of Directors 
Servcorp Limited 

Level 63, MLC Centre 

19 Martin Place 

Sydney, NSW 2000 
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 Note 2020 
$’000 

2019 
$’000 

Revenue  B3 349,116 334,875 

Other revenue &  income B3 3,756 2,547 
  352,872 337,422 

Service expenses  (81,435) (83,191) 

Marketing expenses  (20,670) (20,418) 

Occupancy expenses  (166,369) (174,975) 

Finance costs attributable to lease liability  (18,698) - 

Rent – fixed annual impact B4 - (342) 

Administrative expenses  (29,895) (27,042) 

Share of gains/(losses) of joint venture  383 (627) 

Loss from deconsolidation of subsidiaries B2 (19,429) - 

Net foreign exchange gain (realised & unrealised)  1,555 1,297 

Impairment of goodwill B4 - (1,030) 

Impairment of property, plant & equipment B4 - (17,679) 

Borrowing expenses  (1) (5) 

Other expenses  (2,702) (899) 

Total expenses  (337,261) (324,911) 

Profit before income tax expense B1 15,611 12,511 

Income tax expense B6 (8,677) (7,131) 

Profit for the year   6,934 5,380 

    

Other comprehensive income    

Translation of foreign operations (item may be reclassified subsequently to profit or 
loss)  11,208 8,178 

Other comprehensive income for the year (net of tax)  11,208 8,178 

Total comprehensive income for the year  18,142 13,558 

    

Earnings per security   Cents Cents 

Basic and diluted EPS B7 0.07 0.06 

 

The Consolidated statement of profit or loss and other comprehensive income is to be read in conjunction with the notes to the 
Consolidated financial statements. 
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 Note 2020 
$’000 

2019 
$’000 

Current assets    

Cash and cash equivalents C1 99,887 65,091 

Trade and other receivables C2 31,090 46,420 

Other financial assets C3 10,736 9,385 

Current tax assets B6 2,179 1,408 

Prepayments and other assets C4 7,185 16,137 

Total current assets  151,077 138,441 

Non-current assets    

Other financial assets C3 45,666 47,170 

Property, plant and equipment and right of use asset C5 476,362 145,554 

Deferred tax assets B6 37,047 27,093 

Goodwill C6 13,775 13,775 

Total non-current assets  572,850 233,592 

Total assets  723,927 372,033 

Current liabilities    

Trade and other payables C7 44,755 59,831 

Other financial liabilities C8 32,744 35,025 

Lease liabilities C9 104,398 - 

Provisions C10 9,963 7,774 

Total current liabilities  191,860 102,630 

Non-current liabilities    

Trade and other payables C7 - 28,219 

Other financial liabilities C8 - 530 

Lease liabilities C9 309,954 - 

Provisions C10 1,122 854 

Deferred tax liabilities B6 30 1,207 

Total non-current liabilities  311,106 30,810 

Total liabilities  502,966 133,440 

Net assets  220,961 238,593 

    

Equity    

Contributed equity E2 151,594 151,594 

Reserves  8,323 (3,085) 

Retained earnings  61,044 90,084 

Total equity attributable to equity holders of the parent  220,961 238,593 
 

The Consolidated statement of financial position is to be read in conjunction with the notes to the Consolidated financial 
statements
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Issued 
Capital 

Share 
Buy-Back 

Reserve 

Foreign 
Currency 

Translation 
Reserve 

Employee 
Equity 

Settled 
Benefits 
Reserve 

Retained 
earnings 

Total 

 $’000 $’000 $’000 $’000 $’000 $’000 

Balance 1 July 2018 151,594 (4,733) (6,772) 199 109,877 250,165 

Profit for the period - - - - 5,380 5,380 

Translation of foreign operations (net of tax) - - 8,178 - - 8,178 

Total comprehensive income for the period - - 8,178 - 5,380 13,558 

Share-based payments - - - 43 - 43 

Payment of dividends - - - - (25,173) (25,173) 

Balance 30 June 2019 151,594 (4,733) 1,406 242 90,084 238,593 

 

Balance 1 July 2019 151,594 (4,733) 1,406 242 90,084 238,593 

Adjustment resulting from adoption of AASB16 (i) - - - - (15,642) (15,642) 

Balance 1 July 2019 - restated 151,594 (4,733) 1,406 242 74,442 222,951 

Profit for the period - - - - 6,934 6,934 
Translation of foreign operations (net of  
tax) - - 11,208 - - 11,208 

Total comprehensive income for the period - - 11,208 - 6,934 18,142 

Share-based payments - - - 200 - 200 

Payment of dividends - - - - (20,332) (20,332) 

Balance 30 June 2020 151,594 (4,733) 12,614 442 61,044 220,961 
(i) Please refer to Adoption of new and revised accounting standards note  

The Consolidated statement of changes in equity is to be read in conjunction with the notes to the Consolidated financial 
statements. 
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 Note 2020 
$’000 

2019 
$’000 

Cash flows from operating activities    

Receipts from customers (inclusive of GST)  384,279 363,621 

Payments to suppliers and employees (inclusive of GST)  (174,155) (304,419) 

  210,124 59,202 

Franchise fees received  158 575 

Tax paid  (9,365) (11,069) 

Interest and other items of similar nature received  1,402 2,334 

Payments for deconsolidation of subsidiaries  (1,355) - 

Interest and other costs of finance paid  (18,698) (5) 

Net operating cash inflows G3 182,266 51,037 

    

Cash flows from investing activities    

Payments for variable rate bonds  (1,504) (660) 

Payments for strategic initiatives  - (640) 

Payments for property, plant and equipment  (19,233) (50,572) 

Payments for landlord lease deposits  (2,151) (5,265) 

Proceeds from sale of variable rate bonds  - 4,290 

Proceeds from refund of lease deposits  4,922 767 

Net investing cash outflows  (17,966) (52,080) 

    

Cash flows from financing activities    

Dividends paid  (20,332) (25,173) 

Repayment of lease  liabilities relating to current period occupancy (i)  (111,199) - 

Repayment of lease liabilities relating to  future occupancy periods (i)  (7,345) - 

Proceeds from surrender of leases  4,959 - 

Borrowings  - (317) 

Landlord capital incentives received  967 1,133 

Net financing cash outflows  (132,950) (24,357) 

    

Net increase/ (decrease) in cash and cash equivalents  31,350 (25,400) 

Cash and cash equivalents at the beginning of the financial year  65,091 93,444 

Effects of exchange rate changes on cash transactions in foreign currencies  3,446 (2,953) 

Cash and cash equivalents at the end of the year C1 99,887 65,091 
 

The Consolidated statement of cash flows is to be read in conjunction with the notes to the consolidated financial statements. 
Note: 

i Refer to Adoption of new and revised accounting standards note. 



Notes to the Consolidated financial statements 
For the year ended 30 June 2020 
 

35 
 

A BASIS OF PREPARATION 

STATEMENT OF COMPLIANCE 

The financial report is a general purpose financial report which has been prepared in accordance with the Corporations Act 2001, 
Australian Accounting Standards and Interpretations, and complies with other requirements of the law.  

For the purposes of preparing the consolidated financial statements, the Company is a for-profit entity. 

Compliance with Australian Accounting Standards ensures that the financial statements and notes of the Consolidated Entity 
comply with International Financial Reporting Standards (‘IFRS’) as issued by the International Accounting Standards Board 
(IASB). Consequently, this financial report has been prepared in accordance with and complies with IFRS as issued by the IASB. 

The financial statements were authorised for issue by the directors on 25 August 2020. 

BASIS OF PREPARATION  

The financial report has been prepared on the basis of historical cost, except for financial instruments that are measured at their 
fair value as explained in Note J. Cost is based on the fair value of the consideration given in exchange for assets. All amounts 
are presented in Australian dollars, unless otherwise noted. The consolidated financial statements comprise the financial 
statements of the Company and all its subsidiaries. An entity, including a structured entity, is considered a subsidiary of when we 
determine that the Company has control over the entity. Control exists when the Consolidated Entity is exposed to, or has rights 
to, variable returns from its involvement with the entity and has the ability to affect those returns through its power over the entity. 
The Consolidated Entity assess power by examining existing rights that give the Company the current ability to direct the relevant 
activities of the entity. The effect of all transactions between entities in the Consolidated Entity have been eliminated on 
consolidation. 

The Company is of a kind referred to in ASIC Corporations (Rounding in Financial/Directors' Reports) Instrument 2016/191 dated 
24 March 2016 and, in accordance with that Instrument, amounts in the Financial Report and the Directors' Report have been 
rounded off to the nearest thousand dollars, unless otherwise stated. 

GOING CONCERN 

These Consolidated Financial Statements are prepared on the going concern basis. The impact of COVID-19 pandemic has 
resulted in unprecedented restrictions to economic activity including limiting office access and travel bans being imposed by 
various governments. There has been a fall in demand and intake of serviced offices with uncertainty surrounding the timing of 
rebound which has impacted the Consolidated Entity’s operations.    

The Consolidated Entity has prepared an assessment of its ability to continue as a going concern, taking into account information 
available up to the date of signing the financial report. The Directors have also considered that the Consolidated Entity is in a net 
current asset deficiency position of $40.8 million at balance date. 

Whilst the economic impacts of COVID-19 pandemic are uncertain and evolving, the Directors remain confident that the 
Consolidated Entity will be able to continue as a going concern. This assumes the Consolidated Entity will be able to continue 
trading, realise assets and discharge liabilities in the ordinary course of business for at least 12 months from the date of the 
financial statements. In reaching this position, the following factors have been considered:  

• The Consolidated Entity has cash and cash equivalents totalling $99.9 million  
• The Consolidated Entity has positive cash from operations of $182.3 million ($68.8 million on a like for like basis 

adjusted for the adoption of AASB 16 Leases which has classified repayments of lease liabilities into Financing 
activities, 2019: $52.1 million). 

• Net current liabilities are impacted by the current portion of lease liabilities of $104.4 million which is forecast to be 
funded out of operating cash flows, while the related Right of Use Asset is classified as non-current asset in full 

• The Consolidated Entity has no external debt and capital expenditure programs have been suspended 
• The Consolidated Entity has net Equity of $221.0 million as at balance sheet date.  
• The Consolidated Entity took immediate steps to introduce a number of resiliency protocols, including redundancies, 

introduction of salary cuts, curbing discretionary spending and maintaining a strong focus on cost control 
• Globally there have been various support measures including government grants (e.g. Jobkeeper) and tax deferrals 

which the Consolidated Entity has qualified for and will continue to monitor. 

On the basis of these factors, the Directors believe that the going concern basis of preparation is appropriate and that the 
Consolidated Entity will be able to pay its debts as and when they fall due.  

ADOPTION OF NEW AND REVISED ACCOUNTING STANDARDS 

In the current year, the Consolidated Entity has adopted AASB 16 Leases (AASB 16) for the first time on 1 July 2019. The impact 
of the adoption of the new standard have been explained below.  
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ADOPTION OF NEW AND REVISED ACCOUNTING STANDARDS (CONTINUED) 

At the date of authorisation of the financial report, AASB 16 “Leases” relevant to the Consolidated Entity was adopted: 
  
Accounting 
standard 

AASB 16 Leases 

Nature of 
change 

AASB 16 sets out the principles for the recognition, measurement, presentation and disclosure of leases. This 
standard brings all major leases on balance sheet. 

AASB 16 replaces existing leases guidance, including AASB 117 Leases, IFRIC 4 Determining whether an 
Arrangement Contains a Lease, SIC-15 Operating Leases – Incentives and SIC-27 Evaluating the Substance 
of Transactions Involving the Legal Form of a Lease. 

Impact on 
financial 
statements 

Impact on lessor accounting  

AASB 16 does not change substantially how a lessor accounts for leases. Under AASB 16, a lessor continues 
to classify leases as either finance leases or operating leases and account for those two types of leases 
differently. However, AASB 16 has changed and expanded the disclosures required, in particular regarding 
how a lessor manages the risks arising from its residual interest in leased assets. Under AASB 16, an 
intermediate lessor accounts for the head lease and the sublease as two separate contracts. The intermediate 
lessor is required to classify the sublease as a finance or operating lease by reference to the right-of-use asset 
arising from the head lease (and not by reference to the underlying asset as was the case under AASB 117).  

The Consolidated Entity’s principal activities are the provision of Executive Serviced and Virtual Offices, 
Coworking and IT, Communications and Secretarial Services. The Consolidated Entity enters into sub-lease 
arrangements for its properties and, consistent with the practice under AASB 117, continues to classify and 
account for these leases as operating sublease agreements under AASB 16. Rental revenue from sub-leases 
with customers in the capacity as lessor, is accounted for in accordance with AASB 16 on a straight line basis 
according to contractual terms, the average term being less than 12 months. The implementation of AASB 16 
has not resulted in any required changes to the financial statements and its disclosures. 

Impact on lessee accounting 

On adoption of AASB 16, the Consolidated Entity recognised lease liabilities in relation to leases which had 
previously been classified as ‘operating leases’ under the principles of AASB 117 Leases. These liabilities 
were measured at the present value of the remaining lease payments, discounted using the lessee’s 
incremental borrowing rate as of 1 July 2019. The weighted average lessee’s incremental borrowing rate 
applied to the lease liabilities on 1 July 2019 was 4.8%. 

The adoption of AASB 16 resulted in the recognition of significant right-of-use assets together with 
corresponding lease liabilities as well as the recognition of interest expense on the lease liability and 
depreciation on the right of use asset during the period.  

The Consolidated Entity adopted the modified cumulative catch-up approach, which adjusts opening retained 
profits on 1 July 2019 for the net effect of AASB 16 for the first time, adjusted for deferred tax and the reversal 
of the existing straight-line lease and incentive liability.  

The pattern of expense recognition will change going forward with higher costs in the earlier stages of the 
lease as a result of the interest expense being determined on a lease liability that amortises over the lease 
term. The recognition of these balances will not impact the actual cash flows of the Consolidated Entity or cash 
generation per share although the operating cash flows in the cash flow statement have been impacted due to 
the different classification of lease payments as interest and repayment as lease liability (rather than operating 
lease payments). The adoption of AASB 16 has not impacted on the Consolidated Entity’s strategy, commercial 
lease negotiations, growth or financing arrangements. 

On adoption, under the cumulative catch-up method of AASB 16, the Right of Use Asset has been accounted 
for as if AASB 16 has always applied since the commencement of the lease. 

The impact of adopting AASB 16 is set out below. 

Recognised as at 1 July 2019 Notes $’000 

Property, plant and equipment C5 389,955 

Current lease liabilities  (111,454) 

Non-current lease liabilities   (341,833) 

Removal of previously capitalised costs  (2,350) 

Removal of prepaid rent  (5,476) 

Removal of deferred rent incentive  37,136 

Tax   10,864 

Removal of fixed rent increase  7,164 

Other  352 

Net impact on Retained Earnings (i)  15,642 

Note: 

(i) The opening balance adjustment has been refined through the year from the number disclosed in the 31 December 2019 half year financial 
statements. 
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As at 30 June 2019 the off balance sheet operating lease commitments totalled $588 million. The impact of 
AASB 16 Leases on retained earnings as at 1 July 2019 totalled $436 million. The difference between the two 
amounts is attributable to the present value of items included under AASB 16 which were previously recognised 
separately under the old standard: 

 $’000 

Operating lease commitments at 30 June 2019 588,295 

Effect of discounting commitments previously disclosed on a gross basis (78,901) 

Reassessment of lease terms on adoption of AASB 16 (8,016) 

Non-lease service expenses previously included in commitments (39,995) 

Prepaid rent previously presented gross of commitments (5,476) 

Other  (2,620) 

Lease liabilities recognised at 1 July 2019 453,287 

In applying AASB 16 for the first time, the Consolidated Entity has used the following practical expedients 
permitted by the standard: 

• Reliance on previous assessments on whether leases are onerous 
• The accounting for operating leases with a remaining lease term of less than 12 months as at 1 July 

2019 as short-term leases 
• The exclusion of initial direct costs for the measurement of the right-of use asset at the date of initial 

application,  
• The use of hindsight in determining the lease term where the contract contains options to extend or 

terminate the lease, and 
• Elected not to reassess whether a contract is, or contains a lease at the date of initial application.   

With the exception of one lease with a total lease term of less than 12 months, Servcorp’s leases fall within 
scope of AASB 16 Leases. This does not impact the flexibility of our leases. The majority of Servcorp’s leases 
remain ‘flexible’, meaning that they are terminable at our option within six months. 

Significant judgement in determining the lease term of contracts with renewal options 

The Consolidated Entity leases various offices and properties around the world. Lease terms are determined 
as the non-cancellable term of the lease, together with periods covered by an option to extend the lease if it is 
reasonably certain to be exercised, or any periods covered by an option to terminate the lease if it is reasonably 
certain not to be exercised.  

Rental contracts are typically made for fixed periods of 2 to 10 years but may have extension options. The 
Consolidated Entity applies judgement in evaluating whether it is reasonably certain to exercise the option to 
renew. That is, it considers all relevant factors that create an economic incentive for it to exercise the renewal. 
After the commencement date, the Consolidated Entity reassesses the lease term if there is a significant event 
or change in circumstances that is within its control and affects its ability to exercise (or not to exercise) the 
option to renew. 

Until the 2020 financial year, leases were classified as either finance or operating leases. Payments made 
under operating leases (net of any incentives received from the lessor) were charged to profit or loss on a 
straight-line basis over the period of the lease.  

New accounting policies under AASB 16 

The Consolidated Entity as lessee 

The Consolidated Entity assesses whether a contract is or contains a lease, at inception of the contract. For 
lease arrangements in which the Consolidated Entity is a lessee, a right-of-use asset and a corresponding 
liability is recognised at the date at which the leased asset is available for use by the Consolidated Entity.  

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when 
there is a change in future lease payments arising from a change in an index or rate, if there is a change in the 
Consolidated Entity’s estimate of the amount expected to be payable under a residual value guarantee, or if 
the Consolidated Entity changes its assessment of whether it will exercise a purchase, extension or termination 
option. 

Each lease payment is allocated between the liability and finance cost. The finance cost is charged to profit or 
loss over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the 
liability for each period.  

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities 
include the net present value of the following lease payments: 

• Fixed payments, less any lease incentives receivables 
• Variable lease payment that are based on an index or a rate 
• Amounts expected to be payable by the lessee under residual value guarantees 
• The exercised price of a purchase option if the lessee is reasonably certain to exercise that option, 

and 
• Payments of penalties for terminating the lease, if the term reflects the lessee exercising that option. 

The lease liability is presented as a separate line in the consolidated statement of financial position.   

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be 
determined, the lessee’s incremental borrowing rate is used, being the rate that the lessee would have to pay 
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to borrow the funds necessary to obtain an asset of similar value in a similar economic environment with similar 
terms and conditions. 

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease 
liability (using the effective interest method) and by reducing the carrying amount to reflect the lease payments 
made.  

The Consolidated Entity recognises right-of-use assets at the commencement date of the lease (i.e. the date 
the underlying assets is available for use), measured at cost. 

The cost of right of use assets includes the amount of lease liabilities recognised, initial direct costs incurred, 
and lease payments made at or before the commencement date less any lease incentives received. Right of 
use assets are subsequently measured at cost, less any accumulated depreciation and impairment losses, 
and are adjusted for any remeasurement of lease liabilities.  

Whenever the Consolidated Entity incurs an obligation for costs to dismantle and remove a leased asset, 
restore the site on which it is located or restore the underlying asset to the condition required by the terms and 
conditions of the lease, a provision is recognised and measured under AASB 137. To the extent that the costs 
relate to a right-of-use asset, the costs are included in the related right-of-use asset. 

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the underlying 
asset. If a lease transfers ownership of the underlying asset or the cost of the right-of-use asset reflects that 
the Consolidated Entity expects to exercise a purchase option, the related right-of-use asset is depreciated 
over the useful life of the underlying asset. The depreciation starts at the commencement date of the lease. 

Right-of-use assets are subject to impairment in accordance with AASB 136 Impairment of Assets. Any 
identified impairment loss is accounted for in line with our accounting policy for ‘Property, plant and equipment’. 

The Consolidated Entity as lessor 

The Consolidated Entity enters into sub-lease agreements as a lessor with respect to some of its leased 
properties. As an intermediate lessor, it accounts for the head lease and the sublease as two separate 
contracts. The sublease is classified as a finance or operating lease by reference to the right-of-use asset 
arising from the head lease.  

Leases for which the Consolidated Entity is a lessor are classified as finance or operating leases. Whenever 
the terms of the lease transfer substantially all the risks and rewards of ownership to the lessee, the contract 
is classified as a finance lease. All other leases are classified as operating leases.  

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease. 
Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount 
of the leased asset and recognised on a straight-line basis over the lease term.  

Amounts due from lessees under finance leases are recognised as receivables at the amount of the 
Consolidated Entity’s net investment in the leases. Finance lease income is allocated to accounting periods so 
as to reflect a constant periodic rate of return on the Consolidated Entity’s net investment outstanding in respect 
of the leases.  

When a contract includes lease and non-lease components, the Consolidated Entity applies AASB 15 to 
allocate the consideration under the contract to each component. 

COVID-19 

The Consolidated Entity as lessee 

The Consolidated Entity is currently party to a lease portfolio of 118 leases as lessee. As a result of the COVID-
19 pandemic, the Consolidated Entity negotiated a range of concessions and modifications to lease terms with 
the lessors. The resultant outcome of concessions and varied lease terms fall in two categories: 

• Reduced rentals for a period of time ranging from 1 to 12 months and no amendments to any other 
contractual terms of the lease (Rent Reductions), and 

• Reduced rentals for a period of time ranging from 1 to 36 months, but with several other changes to 
terms negotiated resulting in substantive modifications to the original lease agreement 
(Modifications).  

The COVID-19 pandemic has resulted in amendments to accounting standards to provide lessees with a 
practical expedient not to assess whether COVID-19 related rent concessions are lease modifications and 
allows lessees to account for such rent concessions as if they were not lease modifications. The practical 
expedient utilised by the Consolidated Entity only applies to rent concessions as a consequence of COVID-19 
that meet all of the following conditions: 

• The change in lease payments results in revised consideration for the lease that is substantially the 
same as, or less than, the consideration for the lease immediately preceding the change, 

• Any reduction in lease payments affects only payments originally due on or before 30 June 2021, 
• There is no substantive change to other terms and conditions. 

 

The Consolidated entity applied the practical expedient to the lease agreements where Rent Reductions were 
negotiated and accounted for the forgiveness or waiver of lease payments as a variable lease payment. The 
Consolidated Entity has therefore derecognised that part of the lease liability that has been extinguished by 
the forgiveness of lease payments with a corresponding credit in profit or loss, presented in occupancy 
expense, the timing of which will depend on the facts and circumstances. 

Multiple lease term amendments (referred to Modifications as described above) has been accounted for as a 
lease modification to the existing lease by remeasuring the lease liability using a revised discount rate with the 
corresponding change in lease liability reflected against the right of use asset. 
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The Consolidated Entity is also still in the process of negotiating with landlords for a number of leases in the 
portfolio. The accounting for these leases remain unchanged until such time as the renegotiated terms are 
agreed between the parties. 

The Consolidated Entity as lessor 

Due to the short-term nature of lease agreements where the Consolidated Entity is the lessor, no modifications 
to contractual lease terms were negotiated with tenants as a result of the impact of COVID-19. 

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS  

In the application of the accounting policies, management is required to make judgements, estimates and assumptions about 
carrying values of assets and liabilities that are not readily apparent from other sources.  

The estimates and associated assumptions are based on historical experience and various other factors that are believed to be 
reasonable under the circumstances, the results of which form the basis of making the judgements. Actual results may differ from 
these estimates. 

These estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of the revision and 
future periods if the revision affects both current and future periods. 

The following are the critical judgements that management has made in the process of applying the accounting policies and that 
have the most significant effect on the amounts recognised in the financial statements: 

Impairment 

In assessing impairment, management estimates the recoverable amount of each asset or cash-generating unit based on 
expected future cash flows and uses an interest rate to discount them. Estimation uncertainty relates to assumptions about future 
operating results and the determination of a suitable discount rate. 

As a consequence of the COVID-19 pandemic significant judgement has been exercised in determining key assumptions for 
impairment testing and their sensitivity to change. 

In relation to the impairment of financial assets, AASB 9 requires an expected credit loss model as opposed to an incurred credit 
loss model under AASB 139. The expected credit loss model requires the Consolidated Entity to account for expected credit 
losses and changes in those expected credit losses at each reporting date to reflect changes in credit risk since initial recognition 
of the financial assets. In other words, it is no longer necessary for a credit event to have occurred before credit losses are 
recognised.  
To assess for any expected credit losses under AASB 9, there is consideration around the probability of default upon initial 
recognition of the asset, and subsequent consideration as to whether there have been any significant increases in credit risk on 
an ongoing basis at each reporting period. To assess whether there is a significant increase in credit risk the Consolidated Entity 
compares the risk of a default occurring on the asset as at the reporting date with the risk of default as at the date of initial 
recognition. 

In particular, AASB 9 requires the Consolidated Entity to measure the loss allowance for a financial instrument at an amount 
equal to the lifetime expected credit losses (ECL) if the credit risk on that financial instrument has increased significantly since 
initial recognition, or if the financial instrument is a purchased or originated credit-impaired financial asset. However, if the credit 
risk on a financial instrument has not increased significantly since initial recognition (except for a purchased or originated credit-
impaired financial asset), the Consolidated Entity is required to measure the loss allowance for that financial instrument at an 
amount equal to 12-months ECL. AASB 9 also allows a simplified approach for measuring the loss allowance at an amount equal 
to lifetime ECL for trade receivables, contract assets and lease receivables in certain circumstances. 

Useful lives of property, plant and equipment 

The Consolidated Entity reviews the estimated useful lives of property, plant and equipment at each reporting period. 

Make good provisions 

At each reporting date, management review leases that are expected to terminate within 18 months to determine the present 
obligation in relation to floor closure costs including make good.  

Tax losses and uncertain tax matters 

Deferred tax assets for the carry forward of unused tax losses are recognised to the extent that it is probable that future taxable 
profits will be available against which the unused tax losses and unused tax credits can be utilised. This is assessed at each 
reporting date. Further information is set out in Note B6.  

The Consolidated Entity operates across many tax jurisdictions. Application of tax law can be complex and requires judgement 
to assess risk and estimate outcomes. Judgements are required about the application of income tax legislation and its interaction 
with income tax accounting principles. There are no material uncertain tax positions that we are aware of as at the date of this 
report. 

 

Executive share option scheme 

To calculate the expense for equity-settled share based payments, the fair value of the equity instruments at grant date has to 
be estimated. The fair value is determined using the Binomial Tree option pricing model. Key judgements and assumptions 
include exercise price, vesting and performance criteria, security price at grant date, volatility, distribution yield and risk-free 
interest rate. These judgements and assumptions relating to fair value measurement may impact the expense taken to profit or 
loss and reserves. Refer to note E4 and the Remuneration Report. 
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Lease term and incremental borrowing rates 

The Consolidated Entity leases various offices and properties around the world. Lease terms are determined as the non-
cancellable term of the lease, together with periods covered by an option to extend the lease if it is reasonably certain to be 
exercised, or any periods covered by an option to terminate the lease if it is reasonably certain not to be exercised.  

Rental contracts are typically made for fixed periods of 2 to 10 years but may have extension options. The Consolidated Entity 
applies judgement in evaluating whether it is reasonably certain to exercise the option to renew. That is, it considers all relevant 
factors that create an economic incentive for it to exercise the renewal. After the commencement date, the Consolidated Entity 
reassesses the lease term if there is a significant event or change in circumstances that is within its control and affects its ability 
to exercise (or not to exercise) the option to renew. 

The Consolidated entity estimates the incremental borrowing rates applicable to each lease by assessing the financial position 
of the entity to which the lease is signed. There is judgement in applying the credit rating applicable to the entity in relation to the 
remaining lease term. Refer to note C9.  

a. Basis of consolidation  

The Consolidated financial statements incorporate the financial statements of the Company and entities controlled by the 
Company (its subsidiaries). Control is achieved when the Company has the power, rights to variable returns and the ability to use 
its power to affect the amount of the returns. Consistent accounting policies are employed in the preparation and presentation of 
the Consolidated financial statements. 

On acquisition, the assets, liabilities and contingent liabilities of a subsidiary are measured at their fair values at the date of 
acquisition. Any excess in the cost of acquisition over the fair value of the identifiable net assets acquired is recognised as 
goodwill. If, after reassessment, the fair value of the identifiable net assets acquired exceeds the cost of acquisition, the difference 
is credited to the Statement of profit or loss and other comprehensive income in the period of acquisition.  

The Consolidated financial statements include the information and results of each subsidiary from the date on which the Company 
obtains control, and until such time as the Company ceases to control an entity. In preparing the Consolidated financial 
statements, all intercompany balances and transactions, and unrealised profits arising are eliminated in full. Refer to Note B2 for 
details of loss of control in a politically restricted country and twelve USA operations. 

b. Goodwill 

Goodwill arising on acquisition is recognised as an asset and initially recognised at cost, representing the excess of the cost of 
acquisition over the net fair value of the identifiable assets, liabilities and contingent liabilities acquired. Goodwill is not amortised, 
but is tested for impairment at each reporting date and whenever there is an indication that goodwill may be impaired. Any 
impairment of goodwill is recognised immediately in the Statement of profit or loss and other comprehensive income and is not 
subsequently reversed.  
For the purpose of impairment testing, goodwill is allocated to each of the Consolidated Entity’s cash-generating units (CGUs), 
or groups of CGUs, expected to benefit from the synergies of the business combination. Each CGU or group of CGUs to which 
the goodwill is allocated represents the lowest level within the entity at which the goodwill is monitored for internal management 
purposes, and is not larger than an operating segment of the Consolidated Entity. CGUs (or groups of CGUs) to which goodwill 
has been allocated are tested for impairment annually, or more frequently if events or changes in circumstances indicate that 
goodwill might be impaired. 

If the recoverable amount of the CGU (or group of CGUs) is less than the carrying amount of the CGU, the impairment loss is 
allocated to reduce the carrying amount of any goodwill allocated to the CGU (or group of CGUs) and then to the other assets of 
the CGUs pro-rata on the basis of the carrying amount of each asset in the CGU (or group of CGUs). On disposal of an operation 
within a CGU, the attributable amount of goodwill is included in the determination of the profit or loss on disposal of the operation. 

c. Impairment of tangible and intangible assets excluding goodwill 

At each reporting date, the Consolidated Entity reviews the carrying values of its tangible and intangible assets, to determine 
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable 
amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where the asset does not 
generate cash flows that are independent from other assets, the Consolidated Entity estimates the recoverable amount of the 
cash-generating unit to which the asset belongs. 
Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for impairment at each 
reporting date and whenever there is an indication that the asset may be impaired.  

The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing the value in use, the estimated 
future cash flows are discounted to their present value by using a pre-tax discount rate that reflects the time value of money and 
the risks specific to the asset for which the estimates of future cash flows have not been adjusted. 

If the recoverable amount of an asset (or CGU) is estimated to be less than its carrying amount, the carrying amount of the asset 
(or CGU) is reduced to its recoverable amount. 

Where an impairment loss subsequently reverses, the carrying amount of the asset (or CGU) is increased to the revised estimate 
of its recoverable amount, but only to the extent that the increased carrying amount does not exceed the carrying amount that 
would have been determined had no impairment loss been recognised for the asset (or CGU) in prior years. A reversal of the 
impairment loss is recognised in the Statement of profit or loss and other comprehensive income immediately. 
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d. Revenue recognition 

Rental and services revenue 

Rental revenue from leases with customers in the capacity as lessor, is accounted for in accordance with AASB 16 Leases on a 
straight line basis according to contractual terms. The Consolidated entity adopted AASB 16 for the first time on 1 July 2019. The 
revised accounting policies and details on the adoption of AASB16 has been outlined in the section on “Adoption of new and 
revised Accounting Standards” 

Services revenue, communications revenue and franchise fees are accounted for according to AASB 15 Revenue from Contracts 
with Customers.(AASB 15). 

Service revenue comprises revenue earned from telephone, communications, service and franchise fees net of the amount of 
goods and services tax from the provision of services to entities outside the Consolidated Entity. Services revenue are typically 
invoiced in advance and are recognised in the period in which the services are provided. The services provided under contract 
are provided over time as the customer simultaneously receives and consumes the benefit of the service. The contract liability 
associated with consideration received in advanced has been presented as deferred contract liabilities in the trade and other 
payables balance on the statement of financial position. 

The application of AASB 15 has not had a significant impact on the financial position and/or financial performance of the 
Consolidated Entity and as such not restatement was required on adoption of AASB 15.  

Revenue from leasing is in accordance with AASB 117 Leases until AASB16 Leases is effective. No balances in respect of this 
revenue stream is accounted for in accordance with AASB 15 Revenue from Contracts with Customers.  

e. Other income/ expense 

Interest income 

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate applicable. 

Disposal of assets 

The profit and loss on disposal of assets is brought to account when the significant risks and rewards of ownership are passed 
to a party external to the Consolidated Entity. 

Government grants 

Government grants are not recognised until there is reasonable assurance that the Consolidated Entity will comply with the 
conditions attaching to them and that the grants will be received. They are separately recognised as other income. 

f. Foreign currency transactions 

Transactions 

Foreign currency transactions are translated to Australian currency at the rates of exchange ruling at the dates of the transactions. 
Amounts receivable and payable in foreign currencies at balance date are translated at the rates of exchange ruling on that date. 

Foreign currency monetary items at reporting date are translated at the exchange rates existing at reporting date. Non-monetary 
assets and liabilities carried at fair value that are denominated in foreign currencies are translated at the rates prevailing at the 
date when the fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency 
are not re-translated. 

Exchange differences are recognised in profit and loss in the period in which they arise except exchange differences on monetary 
items receivable from or payable to a foreign operation for which settlement is neither planned or likely to occur, which form part 
of the net investment in a foreign operation. Such exchange differences are recognised in the foreign currency translation reserve 
and in the profit and loss on disposal of the net investment. 

When a foreign operation is deconsolidated or borrowings that form part of the net investment are repaid, the cumulative 
exchange differences are recognised in the Consolidated statement of profit or loss and other comprehensive income as part of 
the gain or loss on sale. 

Translation of controlled foreign entities 

The individual financial statements of each controlled foreign entity are presented in its functional currency, being the currency 
of the primary economic environment in which the entity operates. For the purpose of the Consolidated financial statements, the 
results and financial position of each entity are expressed in Australian dollars, which is the functional currency of the Company 
and the presentation currency for the Consolidated financial statements. 

The assets and liabilities of overseas operations are translated at the rates of exchange ruling at the balance sheet date.   

Income and expense items are translated at the average exchange rate for the period. Exchange differences arising on translation 
are taken directly to the foreign currency translation reserve. 

The balance of the foreign currency translation reserve relating to an overseas operation that is disposed of is recognised in the 
profit and loss in the period of disposal. 

g. Borrowing costs 

Borrowing costs include interest, amortisation of discounts or premiums relating to borrowings, and amortisation of ancillary costs 
using the effective interest rate method in connection with the arrangement of borrowings. Borrowing costs are expensed to the 
Statement of profit or loss and other comprehensive income as incurred. 
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h. Taxation  
Current tax 

Current tax is calculated by reference to the amount of income tax payable or recoverable in respect of the taxable profit or loss 
for the period. Income tax is calculated using tax rates and tax laws that have been enacted or substantively enacted by the 
reporting date. Current tax for current and prior periods is recognised as a liability or asset to the extent that it is unpaid 
or refundable. 

Deferred tax 

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary differences arising 
from differences between the carrying amount of assets and liabilities in the financial statements and the corresponding tax base 
of those items. 

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are recognised to the 
extent that it is probable that sufficient taxable amounts will be available against which deductible temporary differences or unused 
tax losses and tax offsets can be utilised. However, deferred tax assets and liabilities are not recognised if the temporary 
differences giving rise to them arises from the initial recognition of assets and liabilities, other than as a result of a business 
combination, which affects neither taxable income nor accounting profit. Furthermore, a deferred tax liability is not recognised in 
relation to taxable temporary differences arising from goodwill. 

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries, branches and 
associates except where the Consolidated Entity is able to control the reversal of the temporary differences and it is probable 
that the temporary differences will not reverse in the foreseeable future. Deferred tax assets arising from deductible temporary 
differences associated with these investments are only recognised to the extent that it is probable that there will be sufficient 
taxable profits against which to utilise benefits of the temporary differences and they are expected to reverse in the foreseeable 
future.  

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period when the assets and 
liabilities giving rise to them are realised or settled, based on tax rates and tax laws that have been enacted or substantially 
enacted by the reporting date. 

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the manner in which 
the Consolidated Entity expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities. 

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation authority and the 
Consolidated Entity intends to settle its current tax assets and liabilities on a net basis.  

Current and deferred tax for the period 

Current and deferred tax is recognised as an expense or income in the Statement of profit or loss and other comprehensive 
income, except when it relates to items credited or debited directly to equity, in which case the deferred tax is also recognised 
in equity. 

Tax consolidation 

The Company and all its wholly-owned Australian resident entities are part of a tax consolidated group under Australian taxation 
law. Servcorp Limited is the head entity in the tax consolidated group. Tax expense/ income, deferred tax liabilities and deferred 
tax assets arising from temporary differences of the members of the tax consolidated group are recognised in the separate 
financial statements of the members of the tax consolidated group using the ‘separate tax payer within group’ approach. Current 
tax liabilities and assets and deferred tax assets arising from unused tax losses and tax credits of the members of the tax 
consolidated group are recognised by the Company. Under this method, each entity is subject to tax as part of the tax consolidated 
group. 

Due to the existence of a tax funding arrangement between entities in the tax consolidated group, amounts are recognised as 
payable to or receivable by the Company, and each member of the tax consolidated group in relation to the tax contribution 
amounts paid or payable between the parent entity, and the other members of the tax consolidated group in accordance with the 
arrangement. Where the tax contribution amount recognised by each member of the tax consolidated group for a particular period 
is different to the aggregate of the current tax liability or asset and any deferred tax asset arising from unused tax losses and tax 
credits in respect of that period, the difference is recognised as a contribution from (or distribution to) equity participants. 

Goods and services tax 

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except where the amount of 
GST incurred is not recoverable from the Australian Tax Office (ATO). In these circumstances the GST is recognised as part of 
the cost of acquisition of the asset or as part of an item of expense. 

Receivables and payables are stated inclusive of GST. 

The net amount of GST recoverable from or payable to the ATO is included as a current asset or liability in the Statement of 
financial position. 

Cash flows are included in the Statement of cash flows on a gross basis. The GST components of cash flows arising from 
investing and financing activities which are recoverable from or payable to the ATO are classified as operating cash flows. 

i. Receivables 

Trade debtors to be settled within 30 days are carried at amounts due. AASB 9 impairment requirements use forward-looking 
information when determining expected credit losses. The expected credit loss model requires the Group to account for expected 
credit losses and changes in those expected credit losses at each reporting date to reflect changes in credit risk since initial 
recognition of the financial assets. In other words, it is no longer necessary for a credit event to have occurred before credit losses 
are recognised.  

Under AASB9 Financial Instruments the expected loss model under the new standard does not require a trigger event before the 
recognition of an impairment provisions. 

Refer to note l. Financial assets below for the expected credit loss policy. 
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j. Derivative financial instruments 

The Consolidated Entity enters into derivative financial instruments to manage its exposure to fluctuations in foreign exchange 
rates. Further details of derivative financial instruments are disclosed in Note D3 to the Consolidated financial report.  

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently remeasured 
to their fair value at each reporting date. The resulting gain or loss is recognised immediately in the profit or loss. 

k. Share based payments 

The Board may grant options to eligible executives in accordance with the Servcorp Executive Share Option Scheme. These 
equity-settled-share-based payments are non-market based and have earnings per share performance hurdles for the vesting of 
options. 

Equity-settled share-based payments with employees are measured at the fair value of the equity instrument at the grant date. 
Fair value is measured by use of a Binomial Tree model. The expected life used in the model has been adjusted, based on 
management’s best estimate for the effects of non-transferability, exercise restrictions, and behavioural considerations. 

The fair value determined at the grant date of the equity-settled share-based payments is expensed on a straight line basis over 
the vesting period, based on the Company's estimate of equity instruments that will eventually vest. 

At each reporting date, the Company revises its estimate of the number of equity instruments that are expected to vest. The 
impact of the revision of the original estimates, if any, is recognised in profit or loss, with a corresponding adjustment to the equity-
settled employee benefits reserve. 

l. Financial assets 

All recognised financial assets that are within the scope of AASB 9 are required to be initially recognised at fair value and 
subsequently measured at amortised cost or fair value on the basis of the entity’s business model for managing the financial 
assets and the contractual cash flow characteristics of the financial assets.  

The classification of financial assets depends on the nature and purpose of the financial assets and is determined at the time of 
initial recognition.  

Financial assets at fair value through profit or loss are stated at fair value, with any gains or losses arising on remeasurement 
recognised in profit or loss. The net gain or loss recognised in profit or loss incorporates any dividend or interest earned on the 
financial asset. Fair value is determined in the manner described in Note D4. 

Other financial assets are classified into the following specified categories: 

Loans and receivables 

Trade receivables, loans and other receivables that have fixed or determinable payments that are not quoted in an active market 
are classified as ‘Loans and receivables’ and carried at amortised cost. The Group recognises a loss allowance for expected 
credit losses on trade receivables, loans and other receivables that are measured at amortised cost and, where applicable, 
contract assets. Changes in those expected credit losses at each reporting date reflect changes in credit risk since initial 
recognition of the financial assets. It is no longer necessary for a credit event to have occurred before credit losses are recognised.  

Impairment of financial assets 

The Consolidated Entity recognises a loss allowance for expected credit losses on financial assets that are measured at amortised 
cost. The amount of expected credit losses is updated at each reporting date to reflect changes in credit risk since initial 
recognition of the respective financial instrument.  

Effective interest method 

The effective interest method is a method of calculating the amortised cost of a financial asset and of allocating interest income 
over the relevant period. The effective interest rate is the rate that will exactly discount estimated future cash receipts (including 
all fees paid or received that form an integral part of the effective interest rate, transaction costs and other premiums or discounts) 
through the expected life of the financial asset or, where appropriate, a shorter period. 

m. Property, plant and equipment 

Acquisition 

Items of property, plant and equipment acquired are capitalised when it is probable that the future economic benefits associated 
with the item will flow to the entity and the cost can be measured reliably. Where these costs represent separate components of 
a complex asset, they are accounted for as separate assets and are separately depreciated over their useful lives. Rent incurred 
in bringing floors to a state of operational readiness is capitalised to leasehold improvements and depreciated over the useful life 
of the asset.  

Costs incurred on property, plant and equipment, which does not meet the criteria for capitalisation are expensed as incurred. 

Property, plant and equipment, leasehold improvements and equipment under finance lease are stated at cost less accumulated 
depreciation, less impairment losses. Cost includes expenditure that is directly attributable to the acquisition of the item. 
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m. Property, plant and equipment (continued) 

Depreciation 

Items of property, plant and equipment, including buildings and leasehold property but excluding freehold land, are depreciated 
using the straight line method over their estimated useful lives. Leasehold improvements are depreciated over the useful life of 
the asset using the straight line method. 

The estimated useful lives used for each class of asset are as follows: 

Buildings  40 years 

Leasehold improvements Useful life of the asset 

Office furniture and fittings 7.7 years 

Office equipment  3-4 years 

Software  3.7 years 

Motor vehicles  6.7 years 

Depreciation rates and methods are reviewed annually and, where changed, are accounted for as a change in accounting 
estimate. Where depreciation rates or methods are changed, the net written down value of the asset is depreciated from the date 
of the change in accordance with the new depreciation rate or method. 

Assets are depreciated from the date of acquisition or from the time an asset is completed and ready for use. 

n. Leased assets 

The Consolidated entity adopted AASB 16 for the first time on 1 July 2019. The revised accounting policies and details on the 
adoption of AASB16 has been outlined in the section on “Adoption of new and revised Accounting Standards”. 

o. Payables 

Liabilities are recognised for amounts payable in the future for goods or services received, whether or not billed to the 
Consolidated Entity. Trade accounts payable are normally settled within 60 days. 
p. Borrowing costs 

Borrowings are recorded initially at fair value, net of transaction costs. Any difference between the initial recognised amount and 
the redemption value is recognised in the Statement of profit or loss and other comprehensive income over the life of the 
borrowings using the effective interest rate method. 

q. Employee benefits 

Wages, salaries and annual leave 

The provision for employee benefits in respect of wages, salaries and annual leave represents the amount which the Consolidated 
Entity has a present obligation to pay resulting from employees’ services provided up to the reporting date. Provisions made in 
respect of employee benefits expected to be settled within twelve months, are measured at their nominal values using the 
remuneration rate expected to apply at the time of settlement.  

Long service leave 

The provision for employee benefits in respect of long service leave represents the present value of the estimated future cash 
outflows to be made by the Consolidated Entity resulting from employees’ services provided up to the reporting date.  

Provisions for employee benefits which are not expected to be settled within twelve months are discounted using the rates 
attaching to national government securities at the reporting date which most closely match the terms of maturity of the 
related liabilities. 

In determining the provision for employee benefits, consideration has been given to future increases in wage and salary rates, 
and the Consolidated Entity’s experience with staff departures. Related on-costs have also been included in the liability. 

Contributions to Australian superannuation funds 

The Company and other Australian controlled entities contribute to defined contribution superannuation plans. Contributions are 
charged to the Statement of profit or loss and other comprehensive income as they are incurred.  

r. Earnings per security (EPS) 

Basic earnings per security 

Basic EPS is calculated by dividing the net profit attributable to members of the Consolidated Entity for the reporting period by 
the weighted average number of ordinary shares of the Company. 

Diluted earnings per security 

Diluted EPS is calculated by adjusting the basic EPS earnings by the effect of conversion to ordinary shares of the associated 
dilutive potential ordinary shares. The notional earnings on the funds that would have been received by the entity had the potential 
ordinary shares been converted are not included. 

The diluted EPS weighted average number of shares includes the number of shares assumed to be issued for no consideration 
in relation to dilutive potential ordinary shares. 

The identification of dilutive potential ordinary shares is based on net profit or loss from continuing ordinary operations and is 
applied on a cumulative basis, taking into account the incremental earnings and incremental number of shares for each series of 
potential ordinary shares. There is no impact on diluted EPS resulting from shares under option. 
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s. Debt and equity instruments 

Debt and equity instruments are classified as either liabilities or as equity in accordance with the substance of the contractual 
arrangement. 

t. Cash and cash equivalents 

Cash comprises cash on hand and demand deposits. Cash equivalents are short term, highly liquid investments that are readily 
convertible to known amounts of cash, which are subject to an insignificant risk of changes in value and have a maturity of six 
months or less. 

u. Investment in joint venture 

A joint venture is a joint arrangement whereby the parties that have joint control of the arrangement have rights to the net assets 
of the joint arrangement. Joint control is the contractually agreed sharing of control of an arrangement, which exists only when 
decisions about the relevant activities require unanimous consent of the parties sharing control.  

The results and assets and liabilities of a joint venture is incorporated in these consolidated financial statements using the equity 
method of accounting. Under the equity method, an investment in a joint venture is initially recognised in the consolidated 
Statement of financial position at cost and adjusted thereafter to recognise the Consolidated Entity’s share of profit or loss and 
other comprehensive income of the joint venture. 

An investment in a joint venture is accounted for using the equity method of accounting from the date on which the investee 
becomes a joint venture. 

The requirements of AASB9 ‘Financial Instruments’ are applied to determine whether it is necessary to recognise any impairment 
loss with respect to the Consolidated Entity’s investment in a joint venture. When necessary, the entire carrying amount of the 
investment is tested for impairment in accordance with AASB136 ‘Impairment of Assets’ as a single asset by comparing its 
recoverable amount (higher of value in use and fair value less costs to sell) with its carrying amount. Any impairment loss 
recognised forms part of the carrying amount of the investment. Any reversal of that impairment loss is recognised in accordance 
with AASB136 to the extent that the recoverable amount of the investment substantially increases. 

v. Comparative information 

Where applicable, comparative information has been reclassified or restated where there has been a retrospective restatement, 
or reclassification of items in the financial statements in order to comply with current period disclosure requirements. 

B RESULTS FOR THE YEAR  
This section explains the results and performance of the Consolidated Entity, including segmental analysis and detailed 
breakdowns. 

B1 SEGMENT INFORMATION 

The Consolidated Entity identifies its operating segments based on the internal reporting provided to the Executive Leadership 
Team, who are the Consolidated Entity’s chief operating decision makers.  

Servcorp provides flexible workspace solutions that are fully-managed, fully-furnished office suites in prime locations, with a 
receptionist, meeting rooms, IT infrastructure and support services available. Servcorp Virtual Office provides the services, 
facilities and IT to businesses without the cost of a physical office. 

The information reported to the Board of Directors is based on each segment manager directly responsible for the functioning of 
the operating segment. The segment manager has regular contact with members of the Board of Directors to discuss operating 
activities, forecasts and financial results. Segment managers are also responsible for disseminating management planning 
materials as directed by the Chief Operating Decision Maker. The segment manager motivates and rewards team members who 
meet or exceed sales targets. Four reportable operating segments have been identified: Australia, New Zealand and Southeast 
Asia (ANZ/SEA); USA; Europe and Middle East (EME); North Asia and Other which reflect the segment requirements under 
AASB 8 'Operating Segments'.  
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B1 SEGMENT INFORMATION (CONTINUED) 

The Consolidated Entity’s reportable operating segments under AASB 8 'Operating Segments' are presented below. The 
accounting policies of the reportable operating segments are the same as the Consolidated Entity's accounting policies. Revenue 
from contracts with customers has been disaggregated into geographical regions. All revenue from contracts with customers 
relate to services for which revenue is recognised over time. 

 Lease 
revenue 

Contract 
revenue1 

Total 
revenue 

Lease 
revenue 

Contract 
revenue 

Total 
revenue 

Segment profit/ 
(loss)  

 2020 2020 2020 2019 2019 2019 2020 2019 

 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 

Continuing operations         

Australia, New Zealand & Southeast Asia 60,987 18,499 79,486 62,452 19,589 82,042 10,347 9,451 

USA 17,717 5,319 23,036 19,606 4,853 24,458 (6,888) (3,918) 

Europe & Middle East 65,132 26,470 91,602 57,210 20,021 77,231 21,652 8,781 

North Asia 99,031 31,881 130,912 83,511 27,286 110,797 12,127 21,008 

Other 1,647 794 2,441 225 601 826 256 169 

 244,514 82,963 327,477 223,004 72,350 295,354 37,494 35,491 

Closed floors         

Australia, New Zealand & Southeast Asia 2,532 777 3,309 6,560 2,116 8,676 1,864 (2,450) 

USA 9,705 1,263 10,968 11,320 3,336 14,656 (6,309) (3,208) 

Europe & Middle East 1,719 619 2,338 5,215 2,718 7,933 (650) (990) 

North Asia 3,774 1,092 4,866 5,922 1,764      7,686 2,781 (418) 

Other - - - - - - - - 

 17,730 3,751 21,481 29,017 9,934 38,951 (2,314) (7,065) 

Franchise Fee income  158 158  570 570 158 570 

Consolidated total 262,244 86,871 349,116 252,021 82,854 334,875 35,338 28,996 

         

Finance costs       - (5) 

Interest revenue - 1,343 1,343 - 2,071 2,071 1,343 2,071 

Foreign exchange gains       1,555 1,297 

Centralised unrecovered head office 
overheads       (13) 388 

Rent – fixed rent increase (i)       - (342) 

Share of profit/ (losses) of joint venture       383 (627) 

Loss on asset disposal       (2,740) 265 

Restructure costs (ii)       - (1,167) 

Loss from deconsolidation (v)       (19,429) - 

Impairment of goodwill (iii)       - (1,030) 

Impairment of property, plant & 
equipment (iv)       - (17,679) 

Unallocated - (246) (246) - 476 476 (826) 344 

Profit before tax       15,611 12,511 

Income tax expense        (8,677) (7,131) 

Consolidated segment revenue and 
profit for the period 262,244 87,968 350,213 252,021 85,401 337,422 6,934 5,380 

 

 
1 Contract revenue refers to AASB 15 Revenue from contracts with customers. 
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B1 SEGMENT INFORMATION (CONTINUED) 

The revenue reported above represents revenue generated from external customers. Intersegment sales were eliminated in full. 
For the 12 months ended 30 June 2020, the Consolidated Entity’s Virtual Office revenue and Serviced Office revenue were $96.9 
million and $ 252.2 million respectively (2019: $93.8 million and $241.1 million, respectively). 

Notes: 

i Refer to Note B4.  

ii Key personnel resigned during the financial year. These were one-time voluntary attrition expenses. 

iii During the financial year ended 30 June 2019 the Consolidated Entity assessed the recoverable amount of goodwill and determined that $1.0 million of the full goodwill 
for France in the Europe and Middle East segment was impaired. Refer to Note C6 for further details. 

iv During the financial year ended 30 June 2019, the Consolidated Entity carried out a review of loss making entities and the recoverable amount of property, plant and 
equipment. The review of the assets’ value in use less net book value, led to the recognition of an impairment loss of $17.8 million. The impairment impacted the 
following segments North Asia $1.0 million, Australia, New Zealand and Southeast Asia $2.6 million, Europe and Middle East $3.7 million, USA $10.5 million. 

V. The Consolidated entity lost control of an entity in a politically restricted country and 8 entities in the USA and lost the power to govern the financial and operating 
policies of these entities on 31 May 2020 and 26 June 2020 respectively. Therefore, the Consolidated entity deconsolidated these entities from the Consolidated 
financial statements from that date. Refer to note B2. 

 

B2 DECONSOLIDATION OF SUBSIDIARIES DUE TO LOSS OF CONTROL 

 

On 31 May 2020 the consolidated entity lost control of an entity in a politically restricted country and deconsolidated. Limitations 
from the imposition of sanctions have placed restrictions on the Consolidated entity’s ability to operate and effective 31 May 2020 
the landlord is now operating the location. Servcorp Limited as the ultimate parent entity lost control when the landlord assumed 
control of the operational activities and bank accounts including making all management decisions. 

On 26 June 2020, the Consolidated entity lost control of 7 USA entities and these entities were deconsolidated. The USA in 
general has performed poorly and several attempts to remedy the operation have failed. Following negotiations with landlords 
and in context of the COVID-19 pandemic, a decision was made to close twelve USA locations. The USA locations closed include 
Atlanta (2), Boston (1), Dallas (2), Los Angeles (2), Miami (1), Philadelphia (1), San Francisco (2) and Washington DC (1). The 
closure method selected was an Assignment for the Benefit of Creditors. Under this approach, an independent assignee was 
selected and is charged with liquidating the companies’ assets for the benefit of creditors. The process consists of asset sales 
followed by wind-down of each entity in accordance with state law, supervised by a state court process. . The process consists 
of asset sales followed by wind-down of each entity in accordance with state law, supervised by a state court process. 

The Consolidated Entity recognised a total loss on deconsolidation of $19.4 million for an entity in a politically restricted country 
and the 7 entities in the USA. The loss represents the carrying value of net assets included in the consolidated financial statements 
in respect of these entities at the date of deconsolidation.  

 

Details of the loss of control of the subsidiaries: 

  2020 
$'000 

Total consideration  - 

Carrying amount of net assets  (19,429) 

Loss before income tax  (19,429) 

Income tax expense  - 

Loss on loss of control of subsidiaries after income tax  (19,429) 
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B2 DECONSOLIDATION OF SUBSIDIARIES DUE TO LOSS OF CONTROL (CONTINUED) 

Net assets of the entities at the time of loss of control were as follows: 

   2020 
$'000 

Current assets   

Cash and cash equivalents  131 

Other current assets  4,150 

Total current assets  4,281 

Property Plant and Equipment  9,266 

Other assets  24,090 

Total non current assets  33,356 

Total assets  37,637 

Payables         
(49,988) 

Current tax liability              (630)  

Other current liabilities   (6,001) 

Total current liabilities  (56,619) 

Non current liabilities  (16,591) 

Total Liabilities  (73,210) 

Net Liabilities  (35,573) 

   

Impact of loss on deconsolidation in Statement of profit or loss and other comprehensive 
income:   

Write-off of net liabilities   35,573 

Intercompany receivable write-off in relation to deconsolidated subsidiaries and costs of 
deconsolidation  (55,002) 

Loss before income tax  (19,429) 

Income tax expense  - 

Loss on loss of control of subsidiaries after income tax  (19,429) 

B3 REVENUE & OTHER INCOME 

The Consolidated Entity has four main revenue streams: lease, communications, service and franchise fee income. 
 2020 

$’000 
2019 
$'000 

Revenue    

Lease revenue 262,245 252,223 

Communications revenue 40,790 38,177 

Service revenue 45,923 43,905 

Revenue from contracts with customers 86,713 82,082 

Franchise fee income 158 570 

Total revenue 349,116 334,875 

Other income   

Interest income – bank deposits 1,343 2,071 

Jobkeeper payments received from Australian Government 1,073 - 

Other income 1,340 476 

Total other income 3,756 2,547 
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B4 EXPENSES  

Expenses and outgoings 

Expenses and outgoings include rates and taxes and are recognised on an accruals basis. 

Depreciation 

Depreciation on property, plant and equipment and the right of use asset is calculated on a straight-line basis over the estimated 
useful life of the asset.   

 2020 
$’000 

2019 
$’000 

Profit before income tax was arrived at after charging/ (crediting) the following from/(to) 
continuing operations: 

  

Amortisation of right of use assets 121,262 - 

Depreciation of leasehold improvements 19,858 18,324 

Depreciation of property, plant and equipment 11,353 9,262 

Loss/ (gain) on disposal of property, plant & equipment 2,659 196 

Loss/ (gain) on disposal of financial assets 81 (105) 

(Increase)/ decrease in fair value of financial assets classified as fair value through the profit & 
loss (723) 652 

Bad debts written off 2,529 2,350 

Rent – fixed annual impact (i) - 342 

Impairment of goodwill (ii) - 1,030 

Loss on deconsolidation (v) 19,429 - 

Impairment of property, plant & equipment (iii) - 17,679 

Restructure costs (iv) 2,035 1,167 

Interest on bank overdrafts and loans - 5 

Notes: 

i For the financial year ended 30 June 2019 the rent fixed annual impact represents the straight-lining of fixed annual increases ranging between 0% and 10% in 
accordance with AASB117. Under AASB16 fixed annual increases are included in the present value of lease liabilities. Refer to note C5. 

ii In the financial year ended 30 June 2019 the Consolidated Entity assessed the recoverable amount of goodwill and determined that $1.0 million of the full goodwill for 
France was impaired. Refer to Note C6 for further details. 

iii During the financial year ended 30 June 2019, the Consolidated Entity carried out a review of the recoverable amount of property, plant and equipment. The review 
led to the recognition of an impairment loss of $17.7 million. Refer to Notes B1 and C5 for further details. 

iv Key personnel redundancy costs during the financial year. 

v. The Consolidated entity recognised a loss on deconsolidation of $5.1 million and $14.3 million for the entity in the politically restricted country and the USA, respectively. 
The loss represents the difference between the carrying value and fair value of the remaining interest as of the transaction date. 

B5 EVENTS OCCURRING AFTER THE END OF THE YEAR 
No events have occurred since the end of the year which have significantly affected or may significantly affect the operations of 
the Consolidated Entity, the results of those operations, or the Consolidated Entity’s state of affairs in future years.  

COVID-19 

The Consolidated Entity continues to closely monitor the unprecedented global pandemic and its impact on the global and 
Australian economy. The expected duration and magnitude of this pandemic and its potential impacts on the economy and 
financial markets is unclear. Should the impact of the virus be severe or prolonged, it is expected to have an impact on the 
performance and position of the Consolidated Entity.  The Consolidated Entity is actively managing the impacts and risks arising 
from the pandemic on its people and operations. 

Dividend 

On 25th August 2020 the Directors declared a final dividend of 9.00 cents per share unfranked, payable on 1 October 2020.  

Options 

Since the end of the financial year, 1,108,750 Options over unissued shares lapsed, as the EPS Performance of the Company 
did not meet the applicable Vesting Percentage. 

Jobkeeper 

Changes in Jobkeeper government assistance was announced on 23 July 2020 and 7 August 2020 and further refinements may 
be made by the Australian Government. Management continue to monitor the Consolidated Entity’s results and continued 
qualification for the assistance payments. Any changes to the Jobkeeper qualification requirements or payout amounts do not 
have a material effect on the judgements and estimates underpinning the Consolidated Entity’s impairment calculations as at 30 
June 2020. 
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B5 EVENTS OCCURRING AFTER THE END OF THE YEAR (CONTINUED) 
The financial effect of the above transactions has not been brought to account in the financial statements for the year ended 30 
June 2020. 

B6 INCOME TAX 
 
All of the Consolidated Entity’s tax is calculated using tax rates and tax laws that have been enacted or substantively enacted by 
the reporting date. Tax is calculated by reference to the amount of income tax payable or recoverable in respect of the taxable 
profit or loss for the period. 
 

Income tax analysis 

Reconciliation to effective tax rate 2020 
$’000 

2019 
$’000 

Profit before income tax 15,611 12,511 

Income tax expense calculated at 30% 4,683 3,753 

Deductible local taxes (612) (589) 

Effect of different tax rates of subsidiaries operating in other jurisdictions (23) 1,745 

Other deductible/non assessable items (1,916) (329) 

Tax losses of controlled entities recovered - (402) 

Derecognition of previously recognised tax losses - 3,283 

Income tax under/(over) provision in prior years (551) (2,771) 

Unused tax losses and tax offsets not recognised as deferred tax assets (i) 7,096 2,441 

Income tax expense 8,677 7,131 

Notes: 

i  During the financial year ended 30 June 2020, $5.9M of unused tax losses and offsets related to USA operations, with the balance related to other jurisdictions.  

   During the financial year ended 30 June 2019, the Consolidated Entity carried out a review of the recoverable amount of property, plant and equipment. The review 
led to the recognition of an impairment loss of $17.7 million. The Consolidated Entity also assessed the recoverable amount of goodwill and determined that $1.0 
million of the full goodwill for France in the Europe and Middle East segment was impaired. Refer to Notes B1, C5 and C6 for further details. 

 

Income tax recognised in the income statement 2020 
$’000 

2019 
$’000 

Tax expenses comprises:   

Current tax expense 9,033 10,594 

(Over)/ under provision in prior years – current tax (482) (2,124) 

Over provision in prior years – deferred tax (69) (648) 

Deferred tax expense relating to derecognition of tax losses - 3,283 

Deferred tax income relating to the origination and reversal of temporary differences and 
previously unrecognised tax losses 195 (3,974) 

Income tax expense 8,677 7,131 

 

Current tax assets and liabilities 2020 
$’000 

2019 
$’000 

Current tax assets   

Tax refunds receivable 2,179 1,408 

Current tax payables   

Income tax attributable to:   

Parent entity - - 

Subsidiaries - - 
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B6 INCOME TAX (CONTINUED) 

Deferred tax balances 2020 
$’000 

2019 
$’000 

Deferred tax assets comprises:   

Tax losses – revenue 3,303 3,710 

Temporary differences 33,744 23,383 

 37,047 27,093 

Deferred tax liabilities comprises:   

Temporary differences (30) (1,207) 

 37,017 25,886 

The gross movement of the deferred tax accounts are as follows:   

Balance at the beginning of the financial year 25,886 23,472 

Lease accounting transition 10,870 - 

Tax loss derecognition - (3,283) 

Movements in foreign exchange rates 290 405 

Statement of profit or loss and other comprehensive income charge (29) 5,292 

Balance at the end of the financial year 37,017 25,886 

Deferred tax assets   

Movements in temporary differences:   

Accruals not currently deductible 3,293 1,031 

Doubtful debts (70) 4 

Depreciable and amortisable assets (529) 2,926 

Tax losses (421) 1,654 

Foreign exchange (321) 559 

Deferred rent incentive (5,378) (1,470) 

Lease asset and liability 2,687 - 

Tax loss derecognition - (3,283) 

Other (467) 801 

Deferred tax asset movements (1,206) 2,222 

Balance at the beginning of the financial year 27,093 24,466 

Lease accounting transition 10,870 - 

Tax loss derecognition - (3,283) 

Movements in foreign exchange rates 290 405 

Statement of profit or loss and other comprehensive (credit)/ income (1,206) 5,505 

Balance at the end of the financial year 37,047 27,093 
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B6 INCOME TAX (CONTINUED) 

Deferred tax balances (continued) 2020 
$’000 

2019 
$’000 

Deferred tax liabilities   

Movements in temporary differences:   

Depreciable and amortisable assets (1,106) (7) 

Accruals and provisions not currently deductible 1,062 4 

Lease accounting transition (6) - 

Lease asset and liability (1,363) - 

Other 230 215 

Deferred tax liabilities (1,183) 212 

Balance at the beginning of the financial year 1,207 994 

Movements in foreign exchange rates - 1 

Lease accounting transition 6 - 

Statement of profit or loss and other comprehensive income/ (credit) (1,183) 212 

Balance at the end of the financial year 30 1,207 

 
The following deferred tax assets have not been brought to account:   

Tax losses – revenue 16 16 

Tax losses – capital 2,086 2,086 

Tax losses – revenue 20,182 14,011 

 22,284 16,113 

B7 EARNINGS PER SECURITY 

Basic earnings per security (EPS) is calculated by dividing: 
- the profit attributable to securityholders; by 
- the weighted average number of ordinary securities (WANOS) outstanding during the year. 
Diluted EPS adjusts the WANOS to take into account dilutive potential ordinary securities from security-based payments. 

  

  2020 2019 

Profit attributable to securityholders used to calculate basic and diluted EPS($’000) 6,934 5,380 

WANOS used in calculating basic EPS (‘000) 96,818 96,818 

WANOS used in calculating diluted EPS (‘000) 96,818 96,818 

C ASSETS AND LIABILITIES 

C1 CASH & CASH EQUIVALENTS 

 2020 
$’000 

2019 
$'000 

Cash (i) (iii) (iv) 66,956 27,101 

Bank short term deposits (i) (ii) 32,931 37,990 

 99,887 65,091 

Notes: 

i Servcorp’s unencumbered cash and investment balance is $101.4 million as at 30 June 2020 (2019: $66.2 million). 

ii Bank short term deposits mature within an average of 114 days (2019: 90 days) and are considered cash and cash equivalents on the basis of being short term and 
subject to an insignificant risk of change in value. These deposits and the interest-earning portion of the cash balance earn interest at a weighted average rate of 0.91% 
(2019: 2.10%). 

iii Included in cash balance is restricted cash of Nil (2019: $0.9 million) held by a member of the Consolidated Entity in a politically restricted country with exchange 
controls. 

iv. Included in 30 June 2020 cash balance is restricted cash of $3m held within Servcorp Phoenicia SAL. 
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C2 TRADE & OTHER RECEIVABLES 

  2020 
$’000 

2019 
$’000 

Current  

At amortised cost 
  

Trade receivables (i) 30,672 40,198 

Less: Expected credit loss (1,499) (1,038) 

Other debtors 1,917 7,260 

 31,090 46,420 

Note: 

i The average credit period allowed on rendering of services is 7 days. An allowance has been made for estimated unrecoverable trade receivable amounts arising from 
the past rendering of services, determined by reference to past default experience. The Consolidated Entity has applied the expected credit loss model to account for 
expected credit losses and changes in those expected credit losses at each reporting date to reflect changes in credit risk since initial recognition of the assets. 
Receivables are assessed for impairment at each reporting date and as at 30 June 2020 the Directors believe no further provisions are required. 

 

  2020 
$’000 

2019 
$’000 

Expected credit loss   

As at 1 July  (1,038) (1,042) 

(Increased)/decreased provisions (461) 4 

As at 30 June  (1,499) (1,038) 

 

 

Trade receivables – days past due Current <30 days 31 – 60 days  > 61 days Total 

 $’000 $’000 $’000 $’000 $’000 

2020      

Trade receivables 11,553 11,206 1,657 6,256 30,672 

Expected credit loss rate 0% 0% 1% 24%  

2019      

Trade receivables 13,209 19,081 2,308 5,600 40,198 

Expected credit loss rate 0% 0% 1% 18%  

 

The Consolidated Entity calculated expected credit losses based on the anticipated impact of default events arising either in the 
12 months after reporting date, or the entire lifetime of the asset. The increased provisions during the year ended 30 June 2020 
represents Management’s judgement based on information available at the time on the impact of COVID-19 and the recoverability 
of its debtors. The movement of $461,000 (2019: $4,000) was recognised through the Consolidated statement of profit or loss 
and other comprehensive income during the period.  
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C3 OTHER FINANCIAL ASSETS 

  2020 
$’000 

2019 
$’000 

Current  

At fair value through profit or loss 
  

Investment in bank hybrid variable rate securities (i) 9,213 7,870 

At amortised cost   

Lease deposits 1,523 1,515 

 10,736 9,385 

Non-current 

At fair value through profit or loss 
  

Forward foreign currency exchange contracts 276 - 

At amortised cost   

Lease deposits (ii) 44,366 46,583 

Other 1,024 587 

 45,666 47,170 

Note: 

i Australia has $7.7 million in securities which is encumbered (2019: $6.8 million). 

ii No expected credit loss has been provided on lease deposits as, based on past experience, these are expected to be recovered in full.  

 

 

C4 PREPAYMENTS & OTHER ASSETS 

 2020 
$’000 

2019 
$'000 

Current   

Prepayments 2,759 12,930 

Other 4,426 3,207 

 7,185 16,137 
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C5 PROPERTY, PLANT & EQUIPMENT  

 

Note: 

(i) Please refer to Adoption of new and revised accounting standards note  

 

Land & buildings at 
cost 

Lease- 
hold 

improve- 
ments 
owned 
at cost 

 

Lease- 
hold 

improve-ments 
leased 
at cost 

 

Office 
furniture 
& fittings 

owned 
at cost 

 
 

Office 
furniture 
& fittings 

leased 
at cost 

 
 

Office 
equip- 

ment &  
soft- 
ware 

owned 
at cost 

Office 
equip- 

ment 
leased 
at cost 

Motor 
vehicles owned 

at cost 

WIP 
at cost 

Right of use 
 

Total 

 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 

Gross carrying amounts           

Balance at 1 July 2019 8,850 241,317 1,354 43,531 145 61,989 127 333 2,578 - 360,224 

AASB16 adoption adjustment(i)  - (2,350) - - - - - - - 389,955 387,605 

Balance at 1 July 2019 – restated 8,850 238,967 1,354 43,531 145 61,989 127 333 2,578 389,955 747,829 

Additions - 10,498 - 2,947 - 6,933 - - (1,146) 105,198 124,430 

Disposals/deconsolidation - (37,546) - (5,430) - (6,341) - - - (24,238) (73,555) 

Effect of foreign currency exchange 
differences 212 2,128 29 519 3 8 3 7 (46) (26,506) (23,643) 

Balance at 30 June 2020 9,062 214,047 1,383 41,567 148 62,589 130 340 1,386 444,409 775,061 

Accumulated depreciation           

Balance at 1 July 2019 738 140,362 1,226 25,902 147 45,950 127 218 - - 214,670 

Depreciation expense 149 19,858 1 4,238 - 6,926 - 39 - 121,262 152,473 

Disposals/deconsolidation - (29,745) - (4,349) - (5,641) - - - - (39,735) 

Effect of foreign currency exchange 
differences 18 2,611 27 366 3 158 3 5 - (31,900) (28,709) 

Balance at 30 June 2020 905 133,086 1,254 26,157 150 47,393 130 262 - 89,362 298,699 

Net book value            

Balance at 1 July 2019 8,112 100,955 127 17,629 (2) 16,039 - 115 2,578 - 145,554 

AASB 16 adoption adjustment(i)  - (2,350) - - - - - - - 389,955 387,605 

Balance at 1 July 2019 - restated 8,112 98,605 127 17,629 (2) 16,039 - 115 2,578 389,955 533,158 

Balance at 30 June 2020 8,157 80,961 129 15,410 (2) 15,196 - 78 1,386 355,047 476,362 
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C6 GOODWILL 

Allocation of goodwill to cash-generating units 

Each of the following countries is a stand-alone cash-generating unit:  

Japan, Australia, New Zealand, China, Malaysia, Singapore, Thailand, Belgium, United Arab Emirates, Bahrain, Qatar, Saudi 
Arabia, Philippines, Lebanon, Turkey, France, Germany, United States of America, Kuwait and United Kingdom. 

Goodwill was allocated to the cash-generating unit in which goodwill arose. Not every cash-generating unit has goodwill allocated 
to it. 

The carrying amounts of goodwill relating to each group of cash-generating unit as at 30 June 2020 were as follows: 

  2020 
$’000 

2019 
$’000 

Japan 9,161 9,161 

Australia 2,636 2,636 

New Zealand 785 785 

Singapore 706 706 

Thailand 326 326 

China 161 161 

 13,775 13,775 

 
The Consolidated Entity tested goodwill for impairment as at 30 June 2020. The recoverable amount of a CGU or group of CGUs 
to which goodwill is allocated is determined based on the greater of its value in use and its fair value less costs of disposal. Fair 
value is determined as being the amount obtainable from the sale of a CGU in an arm’s length transaction between knowledgeable 
and willing parties. If relevant, this fair value assessment less costs of disposal is conducted by the Directors based on their 
extensive knowledge of the industry including the current market conditions prevailing. The value in use (ViU) assessment is 
conducted using a discounted cash flow methodology requiring the Directors to estimate the discounted future cash flows 
expected to arise from the cash generating units. When applying the ViU approach to calculate the recoverable amount for each 
CGU, we incorporate the use of projected financial information and a discount rate that are developed using market participant 
based assumptions. The cash-flow projections are based on five-year financial forecasts developed by management that include 
revenue projections, capital spending trends, and investment in working capital to support anticipated revenue growth. The 
selected discount rate considers the risk and nature of the respective reporting unit’s cash flows and the rates of return market 
participants would require to invest their capital in our reporting units. Our methodology for determining recoverable amounts 
remained consistent for the periods presented.  

The recoverable amount of goodwill relating to each group of cash-generating unit was determined based on value in use 
calculations, which use post-tax cash flow projections, covering a five-year period and terminal growth rate of 0%. For the year 
ended 30 June 2020, the post-tax discount rate applied to the above countries, inclusive of country risk premium, was as follows: 
Japan 8.3%, Australia 7.6%, New Zealand 7.6%, Singapore 7.6%, Thailand 9.1% and China 8.3% (2019: Japan 10.3%, Australia 
9.3%, New Zealand 9.3%, Singapore 9.3%, Thailand 11.5% and China 10.3%). A terminal growth rate of 0% (2019: between 
0.4% and 2.1%) has been applied to extrapolate the cash flow projections for each cash-generating unit.  

Downside sensitivity analysis has been performed on the assumptions used in the model, including increasing discount rates by 
up to 10.5%. The Consolidated Entity undertook a valuation at 30 June 2020 updated for COVID-19 impacts to the business. The 
valuation updates included assumptions regarding revenue, operating expenses, capital expenditure and interest rates. 
Furthermore, refer to the Going Concern note in section A ‘Basis of Preparation’ for an assessment of COVID-19 impacts. 

After completing the annual impairment reviews, the Consolidated Entity concluded that goodwill was not materially impaired and 
that no reasonable changes in the key assumptions on which the recoverable amounts are based will cause any of the CGUs to 
be materially impaired. 
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C7 TRADE & OTHER PAYABLES 

 2020 
$’000 

2019 
$’000 

Current   

At amortised cost   

Trade creditors 3,894 8,078 

Deferred contract liabilities 19,741 24,039 

Deferred lease incentive - 8,331 

Other creditors and accruals 21,120 19,383 

 44,755 59,831 

Non-current   

At amortised cost   

Deferred lease incentive - 28,219 

 - 28,219 

 

C8 OTHER FINANCIAL LIABILITIES 

 2020 
$’000 

2019 
$’000 

Current   

At amortised cost   

Security deposits 32,744 35,025 

 32,744 35,025 

Non-current   

Other - 530 

 - 530 
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C9 LEASE LIABILITIES 

 2020 
$’000 

2019 
$’000 

 

The Consolidated Entity holds 118 leasing arrangements as lessee comprising  leased offices as at year end 30 June 2020.These 
leases have been accounted for in line with AASB 16,refer to Note A – “Adoption of new and revised accounting standards” 
above for further details of AASB16 application and accounting policies.  

Refer to note C1 for a detailed breakdown of the right of use asset amount. Information about lease liabilities and variable lease 
payments incurred during the year presented below: 

 

 

Lease liabilities included in the statement of financial position: 

 
  

Current 104,398 - 

Non-current 309,954 - 

 414,352 - 

   

Amounts recognised in profit or loss   

Interest on lease liabilities 18,698 - 

Amortisation on right of use assets 121,262 - 

Variable lease payment relating to COVID-19 Rent Reductions 762 - 

 140,722 - 

   

 

Amounts recognised in the statement of cash flows 

 

 

 

 

 

 

Interest on lease liabilities (operating cashflows)  (18,698) - 

Repayment of lease liabilities relating to current period occupancy (financing cashflows) (111,199) - 

Repayment of lease liabilities relating to future occupancy periods (financing cashflows) (7,345) - 

 (137,242) - 

 

                                                                                                                                                                                                                       

 2020 
$’000 

2019 
$’000 

                                                                                                                                                                                                                                  

Future minimum lease payments: 

Maturity analysis – contractual undiscounted cash flows 

 
  

Less than one year 113,997 152,214 

One to five years 275,712 330,422 

More than five years                                                                                                         60,943 115,348 

Total undiscounted lease liabilities                                                                                450,652 597,984 
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C10 PROVISIONS 

 2020 
$’000 

2019 
$’000 

Current   

Employee benefits (i) 7,653 7,620 

Other 2,310 154 

 9,963 7,774 

Non-current   

Employee benefits 1,122 854 

 1,122 854 

Note: 

i The current provision for employee benefits includes $6.9 million of annual leave and vested long service leave entitlements accrued (2019: $7.0 million). 

D CAPITAL STRUCTURE & RISKS 
 

This section outlines the market, credit and liquidity risks that the Consolidated Entity is exposed to and how it manages these 
risks. Capital comprises securityholders’ equity and financing arrangements. 

 

D1 CAPITAL MANAGEMENT  

The Company’s Audit and Risk Committee oversees the establishment of the capital and financial risk management system, 
which identifies, evaluates, classifies, monitors, qualifies and reports significant risks to the Board of Directors. All controlled 
entities in the Consolidated Entity apply this risk management system to manage their own risks.  

The Company's objective when managing capital is to ensure that entities within the Consolidated Entity will be able to continue 
as a going concern while maximising the return to stakeholders. 

The Company’s overall strategy remains unchanged from the prior period. The capital structure of the Consolidated Entity consists 
of equity attributable to equity holders of the parent, company issued capital, reserves and retained earnings. 

The Consolidated Entity operates globally, primarily through subsidiary companies established in the markets in. Operating cash 
flows are used to maintain and expand the Consolidated Entity, as well as to make routine outflows of tax and dividend payments. 
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D2 FINANCING FACILITIES & LIQUIDITY 

 

The Consolidated Entity has access to financing facilities. 

Bank guarantees have been issued to secure rental bonds over premises. A guarantee has also been established to secure an 
overdraft limit in the form of a term deposit. Details are in Note F2. 

Bill acceptance, payroll and other facilities have been established to facilitate the encashment of cheques, and to accommodate 
direct entry payroll and direct entry supplier payments. 

 

 

The Consolidated Entity has access to the following lines of credit: 

 2020 
$’000 

2019 
$’000 

Total facilities available   

Bank guarantees 37,000 37,000 

Bank overdrafts and loans 567 1,078 

Bill acceptance/payroll/other facilities 4,150 4,150 

 41,717 42,228 

Facilities utilised at balance sheet date   

Bank guarantees 25,482 26,628 

Bank overdrafts and loans 65 80 

 25,547 26,708 

Facilities not utilised at balance sheet date   

Bank guarantees 11,518 10,372 

Bank overdrafts and loans 502 998 

Bill acceptance/payroll/other facilities 4,150 4,150 

 16,170 15,520 

 

D3 FINANCIAL RISK MANAGEMENT 

 

The Consolidated Entity’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates. The 
Consolidated Entity enters into forward foreign currency exchange contracts to economically hedge anticipated transactions. 

 

a. Financial risk management objectives 

The financial risks that result from the Consolidated Entity’s activities are credit risk and market risk (interest rate risk and foreign 
exchange risk).  

The Consolidated Entity’s corporate treasury function provides services to the business, co-ordinates access to domestic and 
international financial markets, and manages the financial risks relating to the operations of the Consolidated Entity. 

The Consolidated Entity does not enter into or trade financial instruments for speculative purposes. The Consolidated Entity does 
not apply hedge accounting. The use of financial derivatives is governed by policies approved by the Board of Directors. 

The Consolidated Entity’s corporate treasury function reports to the Company’s Audit and Risk Committee, an independent 
body that monitors risks and policies implemented to mitigate risk exposures. 
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D3 FINANCIAL RISK MANAGEMENT (CONTINUED) 

b. Market risk 

The Consolidated Entity’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates. The 
Consolidated Entity enters into forward foreign currency exchange contracts to economically hedge anticipated transactions. 

i. Foreign exchange risk 

The Consolidated Entity operates internationally and is exposed to foreign exchange risk arising from various currency exposures. 

The Consolidated Entity’s foreign exchange risk arises primarily from: 

- risk of fluctuations in foreign exchange rates to the Australian dollar (the functional and presentation currency);  

- firm commitments of receipts and payments settled in foreign currencies or with prices dependent on foreign currencies; 

- investments in foreign operations; and 

- loans and trading accounts to foreign operations. 

Foreign currency assets and liabilities 

For accounting purposes, net investment in foreign operations are revalued at the end of each reporting period with the movement 
reflected as a movement in the foreign currency translation reserve. Borrowings and forward exchange contracts not forming part 
of the net investment in foreign operations are revalued at the end of each reporting period with the fair value movement reflected 
in the Statement of profit or loss and other comprehensive income as exchange gains or losses. 

Foreign currency sensitivity analysis 

The following table summarises the material sensitivity of financial instruments held at balance date to movements in the 
exchange rate of the Australian dollar to foreign exchange rates, with all other variables held constant. The sensitivity is based 
on reasonably possible changes, over a financial year, using the observed range of actual historical rates for the preceding five-
year period. 

Sensitivity analysis – foreign exchange risk and interest rate risk 

 
Impact on profit Impact on equity 

2020 
$’000 

2019 
$’000 

2020 
$’000 

2019 
$’000 

Pre-tax gain/ (loss)     

AUD/ USD +4% (2019: +7%) (1,356) (2,621) 574 1,014 

AUD/ USD - 4 % (2019: -7%) 1,303 3,002 (618) (1,161) 

AUD/ JPY + 8 % (2019: +7%) (1,107) (945) 1,636 1,394 

AUD/ JPY - 8 % (2019: -7%) 807 179 (1,913) (1,611) 

AUD/ EUR + 3 % (2019: +3%) (11) (13) 162 146 

AUD/ EUR - 3 % (2019: -3%) (1) 14 (173) (155) 

AUD/ RMB + 3 % (2019: +7%) (181) (251) 48 52 

AUD/ RMB - 3 % (2019: -7%) 84 287 (54) (60) 

AUD/ SGD + 3 % (2019: +6%) (402) (819) - - 

AUD/ SGD - 3 % (2019: -6%) 383 919 - - 
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D3 FINANCIAL RISK MANAGEMENT (CONTINUED) 

b. Market risk (continued) 
i. Foreign exchange risk (continued) 

Forward foreign currency exchange contracts 

The following table sets out the details of forward foreign currency exchange contracts in place as at 30 June 2020. These are 
level 2 fair value measurements derived from inputs as defined in Note D4. 

 
Average exchange rate Foreign currency Fair value 

 
2020 

 
2019 

2020 
Million 

2019 
Million 

2020 
$’000 

2019 
$’000 

Outstanding contracts       

Sell JPY       

No later than one year 74.78 76.70 650 800 (102) (304) 

Later than one year and not later than 
five years 72.19 74.32 800 1,000 214 (282) 

Sell EUR       

No later than one year 0.584 0.584 1 1 80 53 
 

ii. Interest rate risk 

Interest rate risk on cash or short term deposits is not considered to be a material risk due to the short-term nature of these 
financial instruments. 

The following table summarises the sensitivity of the financial instruments held at balance date, following a movement to interest 
rates, with all other variables held constant. The sensitivity is based on reasonably possible changes over a financial year, using 
the observed range of actual historical rates. Nil impact on equity. 

 
Impact on profit 

2020 
$’000 

2019 
$’000 

Pre-tax gain/ (loss)   

AUD balances 

125 basis point increase 

 

429 

 

397 

125 basis point decrease (205) (392) 

Other balances 

125 basis point increase 

 

77 

 

114 

125 basis point decrease (53) (70) 
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D3 FINANCIAL RISK MANAGEMENT (CONTINUED) 

b. Market risk (continued) 
iii. Liquidity risk 

Ultimate responsibility for liquidity risk management rests with the Board of Directors, who have built an appropriate liquidity risk 
management framework for the management of short, medium and long term funding. The Consolidated Entity manages liquidity 
risk by maintaining adequate reserves, banking facilities and borrowing facilities. 

The following table details the Consolidated Entity’s expected maturity for its financial assets. The table below was drawn up 
based on the undiscounted contractual maturities of the financial assets including interest that will be earned. 

 
Less 

than 1 
month 

1 to 3 
months 

3 
months 

to 1 year 

1 to 5 
years 

5 + 
years 

Total Weighted 
average 
effective 
interest 

rate 

 $’000 $’000 $’000 $’000 $’000 $’000 % 

2020 

Non-interest bearing 
       

Receivables 32,589 - - - - 32,589  

Lease deposits 290 905 10,979 21,071 11,359 44,604  

Forward foreign currency exchange 
contracts - 1,278 1,711 18,499 - 21,488  

Interest bearing        

Cash and cash equivalents 66,956 - - - - 66,956 0.64 

Bank short term deposits 19,025 24,667 11 - - 43,703 0.91 

Variable rate securities 9,213 - - - - 9,213 4.31 

 128,073 26,850 12,701 39,570 11,359 218,553  

 

 
Less 

than 1 
month 

1 to 3 
months 

3 
months 

to 1 year 

1 to 5 
years 

5 + 
years 

Total Weighted 
average 
effective 
interest 

rate 

 $’000 $’000 $’000 $’000 $’000 $’000 % 

2019 

Non-interest bearing 
       

Receivables 47,458 - - - - 47,458  

Lease deposits 2,014 1,634 6,323 21,445 11,716 43,132  

Forward foreign currency exchange 
contracts - 480 10,434 15,152 - 26,066  

Interest bearing        

Cash and cash equivalents 27,101 - - - - 27,101 2.05 

Bank short term deposits 27,254 16,011 - - - 43,265 2.10 

Variable rate securities 7,870 - - - - 7,870 4.82 

 111,697 18,125 16,757 36,597 11,716 194,892  
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D3 FINANCIAL RISK MANAGEMENT (CONTINUED) 

b. Market risk (continued) 

iii. Liquidity risk (continued) 

The following table details the Consolidated Entity’s remaining contractual maturity for its financial liabilities. The table is based 
on the earliest date on which undiscounted cash flows of financial liabilities are contractually to be paid. The table includes both 
principal and interest cash flows. 

 
Less 

than 1 
month 

1 to 3 
months 

3 
months 

to 1 year 

1 to 5 
years 

5 + 
years 

Total Weighted 
average 
effective 
interest 

rate 
 $’000 $’000 $’000 $’000 $’000 $’000 % 

2020 

Non-interest bearing 
       

Payables 3,894 19,382 - - - 23,276  

Security deposits - - 32,744 - - 32,744  

Forward foreign currency exchange 
contracts - 1,628 1,342 18,119 - 21,089  

Interest bearing 

Lease liability 

 

10,337 

 

30,035 

 

72,081 

 

248,298 

 

- 

 

360,751 

 

4.06 

 14,231 51,045 106,167 266,417 - 437,861  

 

 
Less 

than 1 
month 

1 to 3 
months 

3 
months 

to 1 year 

1 to 5 
years 

5 + 
years 

Total Weighted 
average 
effective 
interest 

rate 

 $’000 $’000 $’000 $’000 $’000 $’000 % 

2019 

Non-interest bearing                                                              
       

Payables 8,078 20,009 - - - 28,087  

Security deposits - - 35,025 - - 35,025  

Forward foreign currency exchange 
contracts - 810 10,569 14,831 - 26,210  

 8,078 20,193 45,594 14,831  88,696  

 

c. Credit risk 

Credit risk refers to the risk that the counterparty will default on its contractual obligations resulting in financial loss to the 
Consolidated Entity. The Consolidated Entity has adopted a policy of only dealing with creditworthy counterparties and obtaining 
sufficient collateral where appropriate, as a means of mitigating the risk of financial loss from defaults. 

Trade receivables consist of a large number of customers, spread across diverse industries and geographical areas. Ongoing 
credit evaluation is performed on the financial condition of accounts receivable. The Consolidated Entity does not have any 
significant credit risk exposure to any single counterparty or any group of any counterparties having similar characteristics. Details 
of credit enhancements in the form of serviced office security deposits retained from customers are further disclosed in Note C8. 

Credit risk on cash and short-term fixed deposits is limited because counterparties are banks with high credit ratings assigned by 
international credit rating agencies. These liquid funds are managed centrally by the Company’s senior management on a daily 
basis. 
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D4 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS 

 
Servcorp measures various financial assets and liabilities at fair value which, in some cases, may be subjective and depend on 
the inputs used in the calculations. The different levels of measurement are described below: 
- Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities; 
- Level 2: not traded in an active market but calculated with significant inputs coming from observable market data; and  
- Level 3: significant inputs to the calculation that are not based on observable market data (unobservable inputs).  
Servcorp holds Level 1 and level 2 financial instruments.  

 

The Board of Directors consider that the carrying amount of financial assets and financial liabilities approximate their fair value 
other than in respect of the Company’s investment in subsidiaries. 

Financial instruments that are measured subsequent to initial recognition at fair value is grouped into Levels 1 to 3 based on the 
degree to which fair value is observable: 

 2020 2019 

 Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total 

 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 

Bank hybrid variable rate securities 9,213 - - 9,213 7,870 - - 7,870 

Forward foreign currency exchange 
contracts - 276 - 276 - - - - 

 9,213 276 - 9,489 7,870 - - 7,870 
 

There were no transfers between the fair value hierarchy levels during the year. The following table gives information about how 
the fair values of these financial assets are determined (in particular, the valuation technique(s) and inputs used). 

 
Fair value as at 

30 June 2020  
$’000 

Fair value as at 
30 June 2019 

$’000 

Fair value 
hierarchy 

Valuation technique(s) & key 
input(s) 

Financial assets     

Bank hybrid variable rate securities 9,213 7,870 1 Quoted prices in an active 
market 

Forward foreign currency exchange 
contracts 276 - 2 

Future cash flows are 
estimated based on 
observable forward exchange 
rates 
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E EQUITY 
 

This section includes details of distributions, securityholders’ equity and reserves. It represents how the Consolidated Entity 
raised equity from its securityholders (equity) in order to finance activities both now and in the future.  

 

E1 DISTRIBUTIONS 

Ordinary distributions paid/ payable and distribution per security: 

  
Cents per 

share 
Total 

amount  
$’000 

Date of 
payment 

Tax rate for 
franking 

credit 

Percentage 
franked 

Recognised amounts      

2020       

Final Fully paid ordinary shares 10.00 9,682 2 Oct 2019 30% 60% 

Interim Fully paid ordinary shares 11.00 10,650 2 Apr 2020 30% 25% 

2019       

Final Fully paid ordinary shares 13.00 12,586 4 Oct 2018 30% 25% 

Interim Fully paid ordinary shares 13.00 12,586 3 Apr 2019 30% 40% 

Unrecognised amounts      

Since the end of the financial year, the directors have declared the following dividend:   

Final Fully paid ordinary shares 9.00 8,714 1 Oct 2020 30% 0% 

In determining the level of future dividends, the directors will seek to balance growth objectives and rewarding shareholders with 
income. This policy is subject to the cash flow requirements of the Consolidated Entity and its investment in new opportunities 
aimed at growing earnings. The directors cannot give any assurances concerning the extent of future dividends, or the franking 
of such dividends, as they are dependent on future profits, the financial and taxation position of the Company and the impact of 
taxation legislation. 

 2020 
$’000 

2019 
$’000 

Dividend franking account   

30% franking credit available 1,286 1,390 

Impact on franking account balance of dividends not recognised - 2,490 

The balance of the franking account has been adjusted for franking credits that will arise from the payment of income tax provided 
for in the financial statements, and for franking debits that will arise from the payment of dividends recognised as a liability at 
balance sheet date. 
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E2 CONTRIBUTED EQUITY 

Movements in paid up equity 
 

 

2020 2019 
No. 

securities  
’000 

Securities 
 

 $’000 

No. 
securities 

’000 

Securities 
 

$’000 

Balance 1 July 96,818 151,594 96,818 151,594 

Balance 30 June 96,818 151,594 96,818 151,594 
 

 

E3 RESERVES 

Foreign currency translation reserve (FCTR) 

Servcorp has controlled entities operating in 21 countries and its presentation currency is Australian dollars. The assets and 
liabilities are translated to Australian dollars using the exchange rate at year end; income and expenses are translated using an 
average exchange rate for the year. On translation of foreign operations, exchange differences are recognised in other 
comprehensive income and the FCTR.  

 2020 
$’000 

2019 
$’000 

Balance 1 July 1,406 (6,772) 

Exchange difference on translation of foreign operations 11,208 8,178 

Balance 30 June 12,614 1,406 

E4 EQUITY SETTLED EMPLOYEE BENEFITS RESERVE  

The equity-settled employee benefits reserve arises on the grant of rights to executives and senior executive management in 
accordance with the provisions of Servcorp’s Executive Share Option Scheme. Amounts are transferred out of the reserve and 
into share capital when the rights vest, the options exercised and shares issued. Further information about the share-based 
payments to employees is set out in the Remuneration Report. 

 Balance  
1 July 

Issued Vested Forfeited  Balance  
30 June 

Total rights FY20 (i) 1,441,000 - - (172,250) 1,268,750 

Total rights FY19 295,000 1,281,000 - (135,000) 1,441,000 

Note: 

i On 29 May 2020, some Servcorp Limited unquoted options on issue were cancelled. The options were cancelled due to the option holder ceasing to be an employee 
of Servcorp Limited. Subsequent to year end, additional options lapsed, refer to note B5. 

 

The movements in the employee equity settled benefits reserve are as follows: 

 2020 
$’000 

2019 
$’000 

Balance 1 July 242 199 

Total expense taken to reserve 201 43 

Balance 30 June 443 242 
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F ORGANISATIONAL STRUCTURE 
 

This section explains how the Consolidated Entity is structured and disclosures for the parent entity. 
 

F1 ORGANISATIONAL STRUCTURE 

Subsidiary entities 

The consolidated financial statements of Servcorp incorporate the assets, liabilities and results of all controlled entities. Controlled 
entities are all entities over which the Consolidated Entity has power to direct the activities of the entity and an exposure to and 
ability to influence its variable returns from its involvement with the entity.  

Controlled entities are fully consolidated from the date control is obtained until the date that control ceases. Inter-entity 
transactions and balances are eliminated.  

Country of incorporation & principal place of business of subsidiaries Number 
2020 

Number 
2019 

Australia 47 47 

Bahrain 1 1 

Belgium 1 1 

China  9 8 

France 2 2 

Germany 1 1 

Indonesia 1 1 

Iran (i) - 1 

Japan 4 4 

Kuwait 1 1 

Lebanon 1 1 

Malaysia 4 4 

New Zealand 5 5 

Philippines 2 1 

Qatar 1 1 

Saudi Arabia 1 1 

Singapore 9 9 

Thailand 3 3 

Turkey 2 1 

United Arab Emirates 4 4 

United Kingdom 5 5 

United States of America 10 17 

Movements in the number of subsidiaries are due to the formation and deregistration of subsidiary entities.  
Note: 

i The Consolidated Entity had an investment in a profitable, cash producing flexible workspace business in a politically restricted country with exchange controls. Given 
the various sanctions imposed on the country and the current significant political risk, on 31 May 2020 the consolidated entity lost control of the entity and was 
deconsolidated. Refer to note B2 for details. Limitations from the imposition of sanctions have placed restrictions on the Consolidated entity’s ability to operate. Effective 
31 May 2020 the landlord is now operating the location. Servcorp Limited as the ultimate parent entity lost control when the landlord assumed control of the operational 
activities and bank accounts including making all management decisions.  
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F1 ORGANISATIONAL STRUCTURE (CONTINUED) 

The following subsidiaries are not wholly owned by the Consolidated Entity. However, the Consolidated Entity still controls these 
subsidiaries because it has power to direct the activities of the entity and an exposure to and ability to influence its variable returns 
from its involvement with the entity. These entities are fully consolidated from the date control is obtained until the date that control 
ceases. Inter-entity transactions and balances are eliminated. The table below sets out the Company’s ownership interest:  

Name of subsidiary Principal place of business 2020 
% 

2019 
% 

Servcorp Aswad Real Estate Company WLL Kuwait 51 51 

Servcorp Qatar LLC Qatar 51 51 

Servcorp LLC UAE 51 51 

Servcorp Administration Services WLL UAE 51 51 

A Company in the Consolidated Entity exercises control over Servcorp Aswad Real Estate Company WLL, Servcorp Qatar LLC, 
Servcorp LLC and Servcorp Administration Services WLL despite owning 49% of the issued capital. Arrangements are in place 
that entitle the Company or its controlled entities to the benefits and risks of ownership notwithstanding that the majority 
shareholding may be vested in another party. 

Name of joint venture Principal place of business 2020 
% 

2019 
% 

Etihad Towers Service Offices LLC UAE 49 49 

A company in the Consolidated Entity entered into a joint venture with Emirates Consortium LLC. The joint venture is accounted 
for using the equity method in the Consolidated financial statements. 

F2 PARENT ENTITY  

The financial information for the parent entity, Servcorp Limited, is prepared on the same basis as the consolidated financial 
statements. 
 

Parent entity 2020 
$’000 

2019 
$’000 

Current assets 113,415 135,976 

Non-current assets 42,108 22,445 

Total assets 155,523 158,421 

Current liabilities 10,930 768 

Total liabilities 10,930 768 

Net Assets 144,593 157,653 

Equity   

Contributed equity 151,594 151,594 

Share buy-back reserve (4,733) (4,733) 

Retained earnings (2,268) 10,792 

Total equity 144,593 157,653 

   

(Loss)/Profit and total comprehensive income for the year  (9,317) 19,658 
 

As at 30 June 2020: 

i Servcorp Limited guaranteed Company Headquarters Limited (a subsidiary) as part of a New Zealand lease. 

ii In January 2016 Servcorp Limited renewed a Corporate Guarantee and Indemnity with the Australian and New Zealand Banking 
Group Limited, pursuant to which the bank agreed to make available to the Consolidated Entity a $37 million interchangeable 
facility for general corporate purposes. The liability under the deed by and between the Australian and New Zealand companies 
is limited to $52 million. Refer to note D2 for details. 

iii There were no contingent liabilities of the parent entity. 

iv There were no commitments for the acquisition of property, plant and equipment by the parent entity. 

v. Dividends of $54 million were declared by a subsidiary to the parent entity subsequent to 30 June 2020. 
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G OTHER INFORMATION 
 
This section provides additional required disclosures that are not covered in the previous sections.   
 
Refer to the Remuneration Report for full details of Key Management Personnel. 
 

G1 COMMITMENTS FOR EXPENDITURE 

Capital expenditure commitments – property, plant & equipment 

 2020 
$’000 

2019 
$’000 

Committed but not provided for and payable:   

Not later than 1 year  85 5,682 

Later than 1 year but not later than 5 years - - 

Later than 5 years - - 

 85 5,682 
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G2 RELATED PARTIES  

From time to time Directors of the Company and its controlled entities, or their director-related entities, may purchase services 
from or provide services to the Consolidated Entity. These purchases or sales are on the same terms and conditions as those 
entered into by other employees, suppliers or customers of the Consolidated Entity and are trivial or domestic in nature. 

All transactions with director-related entities are disclosed to the Board and reviewed to ensure they bring a benefit to the 
Consolidated Entity.  

Mr. A G Moufarrige has an interest in and is a Director of Tekfon Pty Ltd (Tekfon). Servcorp has a lease on arm’s length terms 
with Tekfon for the use of Tekfon’s premises for storage. Servcorp utilises off-site storage facilities in many of its global locations, 
for storage of office furniture and retention of records. Tekfon’s premises are in a suburb of Sydney, and have been utilised by 
Servcorp’s Sydney locations and head office for storage since before the Consolidated Entity’s IPO in 1999. Research confirms 
that the lease is at arm’s length terms for similar facilities in the area. The Board, with Mr. A G Moufarrige absent, reviews the 
lease with Tekfon on an annual basis to ensure that the terms are at market rate or better.  

A relative of Mr. A G Moufarrige has an interest in Enideb Pty Ltd (Enideb). Mr. A G Moufarrige has no interest in the affairs of 
Enideb. Enideb operates the Servcorp franchise in Canberra on arm’s length terms. The Canberra franchise has been operating 
for more than 29 years, and the Canberra locations bring a benefit to Servcorp’s operations. The Board reviews the terms of the 
franchise agreement on a regular basis to ensure that it is conducted on proper commercial terms, consistent with any other 
franchise operations.  

Mr. A G Moufarrige has an interest in and is a Director of Sovori Pty Ltd (Sovori). Mr. A G Moufarrige has personal credit cards 
which, in the main, are used to pay for Servcorp expenses during his business travels. For convenience, these are paid by 
Servcorp whilst he travels and they are then reconciled upon his return and personal expenses are repaid to Servcorp by Sovori. 
The Chairman has oversight over the reconciliations. 

Mr. T Moufarrige has an interest in Nualight AUSNZ Pty Ltd (Nualight) and Light Energy Australia Pty Ltd (LEA). Nualight and 
LEA are clients of Servcorp in Sydney, Melbourne, Perth, Adelaide, Brisbane, Auckland, London and Beijing.  

Mr. T Moufarrige, has an interest in and is a Director of Ility Pty Ltd & Spigoli Pty Ltd. Mr. T Moufarrige, Ility Pty Ltd and Spigoli 
Pty Ltd are clients of Servcorp in Sydney and London. Services provided by Servcorp are at market terms and rates. 

Mr. B Corlett was provided an office in Sydney for use as necessary in carrying out his duties as Chairman. Mr. B Corlett still 
uses the office and pays full market rate for any services he utilises. 

Servcorp has in excess of 21,000 clients globally. From time to time a client will be an entity which is defined as a Director related 
party, even though the Director has had no involvement in the decision to become a client of Servcorp. The following disclosures 
fall into this category.  

Mrs. W Graham has an involvement with Energy Capital Partners, a US-based private equity firm. Energy Capital Partners is a 
client of Servcorp in Sydney. Mrs. W Graham did not have any involvement in negotiation of the arrangement with Energy Capital 
Partners, which are at arm's length terms.  

A relative of Mr. B Corlett, has an interest in TDM Asset Management Pty Ltd. TDM Asset Management Pty Ltd is a client in New 
York. Mr. B Corlett has no interest in the affairs of TDM Asset Management Pty Ltd nor any involvement in the negotiation of the 
terms of the arrangement with TDM Asset Management Pty Ltd, which are at arm's length terms. 

Mr. R Holliday-Smith, has an interest in and is the Chairman of ASX Limited. ASX Operations Pty Ltd, a subsidiary company of 
ASX Limited, is a client of Servcorp in London. Mr. R Holliday-Smith did not have any involvement in the negotiation of the terms 
of the arrangement with ASX Operations Pty Ltd, which are at arm's length terms.  

Mr R. Holliday-Smith, has an interest in and is the Chairman of Cochlear Limited. Cochlear Limited is a client of Servcorp in 
Sydney, Guangzhou and Mumbai. Mr. R Holliday-Smith did not have any involvement in the negotiation of the terms of the 
arrangement with Cochlear Limited, which are at arm's length terms. 

The terms and conditions of the transactions with Directors and their director-related parties were no more favourable than those 
available, or which might reasonably be expected to be available, on similar transactions to non-director-related parties on an 
arm’s length basis. 

  



Notes to the Consolidated financial statements 
For the year ended 30 June 2020 
 

72 
 

G2 RELATED PARTIES (CONTINUED) 

The value of the transactions during the year with Directors and their director-related entities were as follows: 

Director Director-related entity Transaction 2020 
$ 

2019 
$ 

A G Moufarrige Tekfon Pty Ltd Premises rental 94,508 92,807 

 Enideb Pty Ltd Franchisee 480,868 801,521 

 Sovori Pty Ltd Reimbursements 210,182 86,588 

W Graham Energy Capital Partners Client 3,091 2,524 

T Moufarrige Nualight AUSNZ Pty Ltd and 

Light Energy Australia Pty Ltd 
Client 3,334 9,335 

 Ility Pty Ltd and Spigoli Pty Ltd Client 35,569 7,144 

B Corlett Bruce Corlett    Client 64,008 92,105 

 TDM Asset Management Pty Ltd Client 3,346 6,534 

R Holliday-Smith ASX Operations Pty Ltd Client 254,614 248,935 

 Cochlear Ltd Client 58,066 118,933 

  
Amounts receivable from and payable to Directors and their director-related entities at balance sheet date arising from these 
transactions were as follows: 

Current receivable/ (payable) 2020 
$ 

2019 
$ 

Tekfon Pty Ltd (7,920) (15,574) 

Enideb Pty Ltd 29,173 73,347 

Sovori Pty Ltd - - 

Energy Capital Partners - 215 

Light Energy Australia Pty Ltd 39 417 

Ility Pty Ltd and Spigoli Pty Ltd 5,284 573 

B Corlett - 6,724 

TDM Asset Management Pty Ltd 314 1,799 

ASX Operations Pty Ltd 22,312 20,616 

Cochlear Ltd 49 16,546 

 

The remuneration of the Directors and other key management personnel of the Consolidated Entity, is set out below in 
aggregate for each of the categories specified in AASB 124:   

Remuneration of key management personnel 2020 
$’000 

2019 
$’000 

Short term employee benefits 3,856 4,686 

Post-employment benefits 160 427 

Other long term benefits - 257 

Termination benefits 76 880 

Share-based payments 81 62 

Total Remuneration 4,173 6,312 
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G3 RECONCILIATION OF PROFIT TO OPERATING CASH FLOW  

For the purpose of presentation in the consolidated statement of cash flows, cash and cash equivalents includes cash at bank 
and short term deposits at call. 

 2020 
$’000 

2019 
$’000 

Profit for the year  6,934 5,380 

Add/ (less) non-cash items:   

Movements in provisions (2,456) (279) 

Deferred tax expense relating to derecognition of tax losses - 3,283 

Depreciation of non-current assets 31,211 27,586 

Share of profits/ (losses) of joint venture 383 (627) 

Impairment of goodwill - 1,030 

Impairment of non-current assets - 17,769 

(Loss)/ gain on disposal of non-current assets (2,659) 196 

Net loss on deconsolidation of subsidiaries 19,429 - 

Loss/ (gain) from financial assets 81 (105) 

Amortisation of right of use assets 121,262 - 

Increase in current tax asset (771) (4,092) 

(Increase) in deferred tax balances (11,131) (869) 

Unrealised foreign exchange gain/ (loss) 5,164 (1,598) 

(Increase) in deferred lease incentives - (578) 

Change in net assets and liabilities   

Decrease in prepayments 10,171 1,345 

Decrease/ (increase) in trade debtors and other receivables 15,330 (2,483) 

(Increase) in current assets (1,656) (86) 

(Decrease)/ increase in deferred contract liabilities (4,298) 342 

(Decrease)/ increase in client security deposits (2,281) 4,069 

(Decrease)/increase in accounts payable (2,447) 754 

Net cash inflows from operating activities 182,266 51,037 
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G4 AUDITORS’ REMUNERATION 

  2020 
$ 

2019 
$ 

Deloitte and related network firms 

Audit or review of financial reports: 
  

   - Australia 604,507 705,000 

   - Rest of Group 1,035,493 792,000 

 1,640,000 1,497,000 

Other services:   

    - Tax consulting services 401,007 25,302 

    - ERP consulting services 33,000 - 

 434,007 25,302 

Total auditors’ remuneration  2,074,007 1,522,302 
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The directors declare that:  

(a) in the directors’ opinion, there are reasonable grounds to believe that the company will be able to pay its debts as and when 

they become due and payable; 

(b) the attached financial statements are in compliance with International Financial Reporting Standards, as stated in note A to 

the Consolidated financial report; 

(c) in the Directors’ opinion, the attached financial statements and notes thereto are in accordance with the Corporations Act 

2001, including:  
(i) compliance with accounting standards; and  

(ii) giving a true and fair view of the financial position and performance of the Consolidated Entity; 

(d) the Directors have been given the declarations required by section 295A of the Corporations Act 2001. 

Signed in accordance with a resolution of the directors made pursuant to section 295(5) of the Corporations Act 2001.  

 

On behalf of the Directors 

 

 
 

A G Moufarrige AO 

Managing Director and CEO 

Dated at Sydney this 25th day of August 2020 
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Independent Auditor’s Report to the 

Members of Servcorp Limited 
 

 

Report on the Audit of the Financial Report 

 

Opinion  

 

We have audited the financial report of Servcorp Limited (the “Entity”) and its subsidiaries (the “Group”) 

which comprises the consolidated statement of financial position as at 30 June 2020, 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 accompanying financial report of the Group is in accordance with the Corporations 

Act 2001, including:  

(i) giving a true and fair view of the Group’s financial position as at 30 June 2020 and of its financial 

performance for the year then ended; and 

(ii) complying with Australian Accounting Standards and the Corporations Regulations 2001. 

 

Basis for Opinion 

  

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under 

those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Report 

section of our report. We are independent of the Group in accordance with the auditor independence 

requirements of the Corporations Act 2001 and the ethical requirements of the Accounting Professional 

and Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants (including 

Independence Standards) (the “Code”) that are relevant to our audit of the financial report in Australia. 

We have also fulfilled our other ethical responsibilities in accordance with the Code.  

 

We confirm that the independence declaration required by the Corporations Act 2001, which has been 

given to the directors of the Company, would be in the same terms if given to the directors as at the 

time of this auditor’s report. 

 

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 for 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 Matter How the scope of our audit responded to the Key 

Audit Matter 

Accounting for lease agreements as tenant 

Refer to Notes A, C5 and C9. 

The Group’s current year financial statements 

include the first time adoption of AASB 16 Leases 

which was effective from 1 July 2019 and 

replaced AASB 117 Leases, which resulted in the 

recognition of right-of-use assets of $389.9 

million and lease liabilities of $453.3 million. Upon 

adoption management has exercised judgement 

in the determination of the expected lease terms, 

incremental borrowing rates, and the calculation 

of right-of-use assets and lease liabilities.  

The Group frequently enters into agreements for 

the leasing of new floors or renegotiates or 

extends existing leases.  These leasing 

agreements typically establish base rent for the 

floor and contain additional terms and conditions 

that impact the lease costs to be recognised. 

These may include lease incentives received, 

rent review clauses, make-good provisions or 

other relevant terms and conditions. 

Further, management have assessed the impact 

of negotiations with landlords as a result of the 

impact of COVID 19 on Servcorp’s lease portfolio 

and, where appropriate, applied the practical 

expedient available under the amendment to 

AASB 16 Leases published by the International 

Accounting Standards Board (IASB) in May 2020, 

titled Covid-19-Related Rent Concessions (the 

“Practical Expedient”).  

Our procedures included, but were not limited to: 

- obtaining an understanding of relevant 
controls management has in place to identify 
and accurately account for key terms and 
conditions of lease agreements;  

- inquiring of management to identify changes 
to existing leases; 

- on a sample basis: 
o assessing new, renewed and/or 

amended lease agreements including 
leases that have been amended due to 
the impact of COVID-19; 

o identifying terms that may give rise to 
specific accounting implications 
including testing whether amended 
leases meet the requirements for 
applying the Practical Expedient; 

o independently calculating the right of 

use asset and lease liability over the life 
of the agreement and comparing results 
to management’s calculation for those 
leases selected for detailed analysis; 

- obtaining management’s calculation of the 
impact of transitioning to the new leases 
accounting standard and assessing the 

appropriateness of the calculations and 

completeness of leases included in the 
assessment; 

- assessing management’s key assumptions in 
determination of the future right-of-use 
assets and lease liabilities, including but not 
limited to, the expected lease terms and 

incremental borrowing rates of the Group; 
- evaluating management’s assessment on 

floors to be closed in the coming 18-month 
period and the appropriateness of the Group’s 
accounting policy for recording any make-
good provisions; and 

- assessing the appropriateness of the 
disclosures in the Notes to the financial 
statements.  

 

Impairment of non-current assets 

Refer to Note C5 and C6. 

As at 30 June 2020 the Group’s goodwill value 

totals $13.8 million, capitalised leasehold 

improvements totals $80.9 million and right of 

use assets totals $355.0 million.  The Group 

performs impairment assessments on an annual 

basis on goodwill, leasehold improvements and 

right-of-use assets. 

For assets with indicators of impairment (or 

indicators of reversal of previously recorded 

Our procedures included, but were not limited to: 

- obtaining an understanding of relevant 
controls over the preparation and review 
of the impairment indicator assessment 
and value-in-use models; 

- evaluating management’s assessment of 
whether impairment indicators exist and 
whether management has used all 
available internal and external sources of 
information. For impairment indicators 
where assumptions are used, assessing 
these assumptions and where possible, 

comparing these assumptions to third 
party information;   



 

impairment), the Group has prepared value-in-

use models in order to determine the recoverable 

amounts of these assets to compare to their 

carrying values to assess whether an impairment 

loss (or impairment reversal) should be recorded.  

The value-in-use models use forecast post-tax 

free cash flows discounted to present value using 

the post-tax weighted average cost of capital 

(“WACC”).  

The value-in-use models are sensitive to several 

key assumptions, which are subject to 

management judgement, including but not 

limited to, growth rates, occupancy rates, WACC, 

the terminal value growth rate (for goodwill) and 

capital expenditure.  

- evaluating management’s determination 
of cash-generating units to test that the 
appropriate considerations have been 

made in accordance with the relevant 
accounting standards; 

- testing and evaluating the cash flow 
assumptions in management’ s value-in-
use models to determine whether any 
impairment (or impairment reversal) 

identified is properly recorded and the 
carrying value of the assets is 
supportable; 

- assessing the impact of COVID-19 on 

managements key assumptions, 
including, but not limited to, cash flows, 
occupancy rates and future market 

outlook; 
- risk assessing growth rates, occupancy 

rates, WACC, the terminal value growth 
rate (for goodwill) and capital 
expenditure, by performing sensitivity 
analyses; 

- engaging internal valuation specialists to 

assist in the assessment of 
management’s cash flow forecasts and 
valuation assumptions including WACC;  

- testing that the model mechanics and 
integrity are appropriate; and 

- assessing the appropriateness of the 

disclosures in the Notes to the financial 
statements.  

 

 

Other Information  

 

The directors are responsible for the other information. The other information comprises the Corporate 

Governance Statement, Directors’ Report and Shareholder Information and Corporate Information, which 

we obtained prior to the date of this auditor’s report. The other information also includes the following 

documents which will be included in the annual report (but does not include the financial report and our 

auditor’s report thereon): ‘2020 Results’, ‘Global Locations’, ‘Chairman’s Message’, ‘CEO’s Message’, 

‘Global Expansion’, ‘Information and Communication Technology’, ‘Servcorp’s Global Networking Map’, 

‘Environmental Commitment’, ‘Community Service’ and ‘The Board and Executive’, which are expected 

to be made available to us after the date of this auditor’s report. 

 

Our opinion on the financial report does not cover the other information and we do not and will 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 

identified above 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 on the other information that we obtained prior to 

the date of this auditor’s report, we conclude that there is a material misstatement of this other 

information, we are required to report that fact. We have nothing to report in this regard.  

 

 

 

 



 

When we read the ‘2020 Results’, ‘Global Locations’, ‘Chairman’s Message’, ‘CEO’s Message’, ‘Global 

Expansion’, ‘Information and Communication Technology’, ‘Servcorp’s Global Networking Map’, 

‘Environmental Commitment’, ‘Community Service’ and ‘The Board and Executive’, if we conclude that 

there is a material misstatement therein, we are required to communicate the matter to the directors 

and use our professional judgement to determine the appropriate action.  

 

Responsibilities of the Directors for the Financial Report 

 

The directors of the Company are responsible for the preparation of the financial report that gives a true 

and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001 and for 

such internal control as the directors determine is necessary to enable the preparation of the financial 

report that gives a true and fair view and is free from material misstatement, whether due to fraud or 

error.  

 

In preparing the financial report, the directors are responsible for assessing the ability of the Group to 

continue as a going concern, disclosing, as applicable, matters related to going concern and using the 

going concern basis of accounting unless the directors either intend to liquidate the Group or to cease 

operations, or has no realistic alternative but to do so.  

 

Auditor’s Responsibilities for the Audit of the Financial Report  

 

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free 

from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes 

our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit 

conducted in accordance with the Australian Auditing Standards will always detect a material 

misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, 

individually or in the aggregate, they could reasonably be expected to influence the economic decisions 

of users taken on the basis of this financial report. 

 

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional 

judgement and maintain professional scepticism throughout the audit. We also:   

 

• 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.  

 

• 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.  

 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 

estimates and related disclosures made by the directors.  

 

• 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.  

 



 

• 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.  

 

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 

business activities within the Group to express an opinion on the financial report. We are 

responsible for the direction, supervision and performance of the Group’s 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 included on pages 17 to 28 of the Directors’ Report for the 

year ended 30 June 2020.

 

In our opinion, the Remuneration Report of Servcorp Limited, for the year ended 30 June 2020, complies 

with section 300A of the Corporations Act 2001.  

 

Responsibilities  

 

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.  

 

 

 
DELOITTE TOUCHE TOHMATSU 

 
S C Gustafson 

Partner 

Chartered Accountants 

Sydney, 25 August 2020 
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