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McKenzie Aged Care Group Partnership and Controlled Entities

Partners’ report

For the year ended 30 June 2022
The Partners present their report together with the consolidated financial statements of the Group comprising
McKenzie Aged Care Group Partnership (“the Partnership”), and its controlled entities for the financial year ended
30 June 2022 and the auditor’s report thereon.
1.

Partners
The McKenzie Aged Care Group Partnership consists of three equal partners being:
Jolimont Lodge Pty Ltd ATF The Powell Family Trust
Autumn Sun Pty Ltd ATF The Hutchison Family Trust
Bay St 2 Pty Ltd ATF Bay Street No 2 Trust
The Partners have been in office since the start of the financial year to the date of this report unless
otherwise stated.

2.

Review of operations
The consolidated loss of the Group for the financial year after providing for income tax amounted to
$34,395,000 (2021: consolidated loss of $8,717,000). During the year ended 30 June 2022, the Group
experienced significantly increased cost pressures and continued COVID-19 impacts across the Group.
Government funding did not increase at the same rate as operating cost increases contributing to the
consolidated loss. Furthermore, the Group recognised $20.5M of amortisation of bed license in tangibles
due to the Government’s decision to discontinue Aged Care bed licenses from 1 July 2024.
Currently, there is a significant increase in economic uncertainty. Management is carefully monitoring and
forecasting its cashflows; including but not limited to reducing unnecessary overhead spend and focusing
on timely receipt of revenue. The Partners note that the Group continued to trade during the COVID‐19
restrictions during the financial year and up to the date of this report with minimal impact on revenue during
that time period. The Partners consider it reasonable for the consolidated financial statements to be
prepared on a going concern basis. Refer Note 2(e) for the going concern assessment.

3.

Significant changes in the state of affairs
There were no significant changes in the state of affairs of the Group during the financial year.

4

Principal activities
The principal activities of the Group during the financial year consisted of providing aged care
accommodation and related services in aged care nursing homes and hostels. The Group offers a package
of quality aged care accommodation and high standards of care in a homely environment.

5.

Events subsequent to reporting date
There has not arisen in the interval between the end of the financial year and the date of this report any
item, transaction or event of a material and unusual nature likely, in the opinion of the Partners, to affect
significantly the operations of the Group, the results of those operations, or the state of affairs of the Group,
in future financial years.

6.

Likely developments and expected results of operations
Likely developments in the operations of the Group and the expected results of those operations in future
financial years have not been included in this report as the inclusion of such information is likely to result in
unreasonable prejudice to the Group.
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McKenzie Aged Care Group Partnership and Controlled Entities

Consolidated statement of financial position
As at 30 June 2022

Note

30 June
2022

30 June
2021

10(a)
11
12

84,958
9,534
94,492

42
7,699
13,500
21,241

12
17(a)(i)
14
13

293,159
1,921
9,357
157,952
462,389

302,289
2,377
8,697
178,483
491,846

556,881

513,087

in thousands of dollars

Assets
Current assets
Cash and cash equivalents
Trade, other receivables and prepayments
Assets held for sale
Total current assets
Non-current assets
Property, plant and equipment
Right of use assets
Investment properties
Intangible assets
Total non-current assets
Total assets
Liabilities
Current liabilities
Bank overdraft
Trade and other payables
Loans and borrowings
Lease liabilities
Other financial liabilities
Employee benefits
Total current liabilities

10(b)
15
16(a)
17(a)(iv)
19
18

7,111
2,586
351
491,317
20,744
522,109

49
9,372
128,260
400
451,858
21,448
611,387

Non-current liabilities
Loans and borrowings
Other financial liabilities
Lease liabilities
Employee benefits
Total non-current liabilities

16(a)
19
17(a)(iv)
18

93,203
86,574
1,805
2,389
183,971

1,064
2,155
1,715
4,934

706,080

616,321

(149,199)

(103,234)

(31,545)
(117,654)
(149,199)

(14,452)
(88,782)
(103,234)

Total liabilities
Net asset (deficiency)
Equity
Partners’ capital
Reserves
Accumulated losses
Total (deficiency) in equity

23
23

The notes on pages 9 to 35 are an integral part of these consolidated financial statements.
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McKenzie Aged Care Group Partnership and Controlled Entities

Consolidated statement of profit or loss and other comprehensive income
For the year ended 30 June 2022
Note

2022

2021

191,379
4,040
(31,537)
(137,434)
(36,698)
(11,077)
(7,355)
(28,682)

179,657
8,971
(27,462)
(135,812)
(14,612)
(6,145)
(8,256)
(3,659)

218
(5,931)
(5,713)

133
(5,191)
(5,058)

(34,395)
(34,395)

(8,717)
(8,717)

516
516
(33,879)

596
596
(8,121)

Loss attributable to:
Partners of the Group

(34,395)

(8,717)

Total comprehensive loss attributable to:
Partners of the Group

(33,879)

(8,121)

in thousands of dollars

Revenue
Other income
Consumables used in continuing activities
Employee benefits expenses
Depreciation and amortisation expense
Consultants and contractors expense
Other expenses
Results from operating activities
Finance income
Finance expenses
Net finance (expense)
Loss before income tax
Income tax expense
Loss for the year
Other comprehensive income for the year, net of income tax
Items that are or may be reclassified to profit or loss
Cash flow hedges – change in fair value
Other comprehensive income
Total comprehensive loss for the year

6
7

8(a)
8(b)

9

23(e)

The notes on pages 9 to 35 are an integral part of these consolidated financial statements.
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McKenzie Aged Care Group Partnership and Controlled Entities

Consolidated statement of changes in equity
For the year ended 30 June 2022

Attributable to the Partners
Note

Accumulated Distribution Revaluation
losses
reserve
reserve

Hedge
reserve

Total
equity

in thousands of dollars

Balance at 1 July 2020
Total comprehensive income/(loss)
for the year
Loss for the year
Other comprehensive income for the
year
Cash flow hedges – change in fair
value
Total other comprehensive income
Total comprehensive (loss)/income for
the year

(80,065)

(33,386)

20,250

(1,112)

(94,313)

(8,717)

-

-

-

(8,717)

-

-

-

596
596

596
596

(8,717)

-

-

596

(8,121)

-

(800)
(800)

-

-

(800)
(800)

Balance at 30 June 2021

(88,782)

(34,186)

20,250

(516)

(103,234)

Balance at 1 July 2021
Total comprehensive income/(loss)
for the year
Loss for the year
Other comprehensive income for the
year
Cash flow hedges – change in fair
value
Total other comprehensive income
Total comprehensive (loss)/income for
the year

(88,782)

(34,186)

20,250

(516)

(103,234)

(34,395)

-

-

-

(34,395)

-

-

-

516
516

516
516

(34,395)

-

-

516

(33,879)

23(f)

-

(12,086)
(12,086)

-

-

(12,086)
(12,086)

23(c)

5,523

-

(5,523)

-

-

(117,654)

(46,272)

14,727

-

(149,199)

Transactions with owners, recorded
directly in equity:
Distribution to owners
Partners’ drawings
Total distributions to owners

Transactions with owners, recorded
directly in equity:
Distribution to owners
Partners’ drawings
Total distributions to owners
Amortisation of bed licence revaluation
reserve transferred directly to retained
earnings
Balance at 30 June 2022

23(e)

23(f)

23(e)

The notes on pages 9 to 35 are an integral part of these consolidated financial statements.
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McKenzie Aged Care Group Partnership and Controlled Entities

Consolidated statement of cash flows
For the year ended 30 June 2022

Note

2022

2021

8(a)

187,838
3,380
218
(186,887)
(5,092)

181,609
5,725
133
(174,735)
(4,560)

36,745

15,082

Net cash flows from operating activities

36,202

23,386

Cash flows from investing activities
Acquisition of property, plant and equipment
Proceeds from sale fixed assets

(6,654)
12,150

(13,312)
-

Net cash from / (used in) investing activities

5,496

(13,312)

(33,535)
89,288
(400)
(12,086)

(9,163)
(495)
(800)

Net cash from / (used in) financing activities

43,267

(10,458)

Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the financial year

84,965
(7)

(384)
377

84,958

(7)

*in thousands of dollars

Cash flows from operating activities
Cash receipts from Government and residents
Government grants received
Interest received
Payments to suppliers and employees
Interest paid
Net collection of resident bonds/refundable
accommodation deposits (RADs) and resident loans

Cash flows from financing activities
Net payments of loans and borrowings
Net proceeds from financing of aged care properties sold
Repayment of lease liabilities
Partners’ drawings

Cash and cash equivalents at the end of the financial year

10

The notes on pages 9 to 35 are an integral part of these consolidated financial statements.
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McKenzie Aged Care Group Partnership and Controlled Entities
Notes to the consolidated financial statements
For the year ended 30 June 2022
1.

Reporting entity
In accordance with Note 2, McKenzie Aged Care Group Partnership (the “Partnership” or “parent entity”) has
determined that it is a reporting entity for the purposes of the preparation of this consolidated financial report.
Consequently these consolidated financial statements are Tier 2 general purpose financial statements.
The registered office of McKenzie Aged Care Group Pty Ltd (as Trustee Company of the McKenzie Aged Care
Group Partnership) is:
C/- Mutual Trust Pty Ltd
Level 33
360-374 Collins Street,
Melbourne, Vic, 3000

2.

The principal place of business is 116 Martin Street, Brighton, VIC, 3186. The consolidated financial statements
of McKenzie Aged Care Group Partnership as at and for the year ended 30 June 2022 comprise the Partnership
and its controlled entities (together referred to as the “Group” and individually as “Group entities”). The Group is
a for-profit entity and is primarily involved in aged care services and the operation of two retirement villages.
Basis of preparation

(a)

Statement of compliance
In the opinion of the directors, the Partnership is not publicly accountable. These consolidated financial
statements are the first general purpose financial statements prepared in accordance with Australian Accounting
Standards – Simplified Disclosures. In the prior year the consolidated financial statements were general
purpose financial statements prepared in accordance with Australian Accounting Standards – Reduced
Disclosure Requirements. The Group has adopted AASB 1060 General Purpose Financial Statements –
Simplified Disclosures for For-Profit and Not-for-Profit Tier 2 Entities on 1 July 2021 which resulted in immaterial
change in the level of disclosures. The change has no impact on the recognition and measurement of amounts
recognised in the consolidated statements of financial position, profit and loss and other comprehensive income
and cash flows of the Group.
The consolidated financial statements were authorised for issue by the Partners on 28 October 2022.

(b)

Basis of measurement
The consolidated financial statements have been prepared on the historical cost basis except for the following
material items in the consolidated statement of financial position:

•
•

Investment properties are measured at fair value
Derivatives – interest rate swaps are measured at fair value

The methods used to measure fair value are discussed further in Note 4.
(c)

Functional and presentation currency
These consolidated financial statements are presented in Australian dollars, which is the Group’s functional
currency. All financial information presented in Australian dollars has been rounded to the nearest thousand
unless otherwise stated.

(d)

Use of estimates and judgements
The preparation of consolidated financial statements in conformity with AASBs requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimates are revised and in any future periods affected.
Information about critical judgements in applying accounting policies that have the most significant effect on the
amounts recognised in the consolidated financial statements are included in the following notes:

•
•

Intangible assets and goodwill – Note 3(d) and 3(f)(vi)
Investment properties – Note 3(e), 4(b) and 14
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McKenzie Aged Care Group Partnership and Controlled Entities
Notes to the consolidated financial statements
For the year ended 30 June 2022
2.

Basis of preparation

(d)

Use of estimates and judgements (continued)
Change in estimates
During the financial year, the 2021-22 Federal Budget announced a decision to discontinue Aged Care bed
licenses from 1 July 2024. From 1 July 2024 Aged Care Places (Bed Licences) are set to be allocated directly to
senior Australians, rather than the current model which assigns those places to Aged Care Providers. The
Partners have noted the announcements made by the Federal Government and have reclassified the bed
license intangibles from an indefinite life to a finite life intangible asset and commenced amortisation of the bed
license intangible assets (and bed license intangible asset revaluation reserve recognised in equity)
commencing 1 October 2021 to 30 June 2024. This reflects a change in accounting estimate and has been
applied prospectively. In the current financial year, the Group has amortised $20,531,000 of bed licence
intangibles and transferred $5,523,000 of bed license intangible reserves to accumulated losses in line with
accounting standards.

(e)

Going concern
The consolidated financial statements have been prepared on a going concern basis, which contemplates the
continuity of normal business activities and the realisation of assets and settlement of liabilities in the ordinary
course of business. The Group generated an operating loss after tax of $34,395,000 (2021: operating loss after
tax of $8,717,000) during the year ended 30 June 2022 and was attributable to significantly increased cost
pressures with Government funding not increasing in line with operational costs. Before depreciation,
impairment, interest and tax the Group has generated earnings of $8,017,000 (2021: $10,953,000) for the year
ended 30 June 2022.
At 30 June 2022, the Group’s current liabilities exceeded its current assets by $427,617,000 (2021:
$590,146,000). At 30 June 2022, the net asset deficiency of the Group amounted to $149,199,000 (2021:
$103,234,000). The Partners of the Group consider that the going concern basis of financial statement
preparation is appropriate on the following basis:
Resident bonds/ Refundable accommodation deposits

•

Whilst the obligation to contractually settle the resident bond/refundable accommodation deposit liabilities
and resident loans totalling $488,603,000 at 30 June 2022 (refer note 19) may arise within 12 months of
balance date, the Partners anticipate that settlement of these liabilities will not be required in full within 12
months. The Partners anticipate sufficient replacement funds will be received from new residents entering
the aged care accommodation, thereby replacing the existing residents (during the year an amount of
$118,069,000 was paid to exiting residents and $154,814,000 was received from new residents).

Net asset deficiency

•

The net asset deficiency of the Group is $149,199,000 at 30 June 2022 and includes items of property,
plant and equipment that are measured at cost less accumulated depreciation and accumulated impairment
losses. Based on the latest property valuations obtained, the uplift in book values moves the net asset
deficiency into a surplus position. Management has assessed the recoverable amount of the CGU based
upon its Fair Value less Costs of Disposal (FVLCD) determined using an income based approach to derive
the price that would be received to sell the CGU in an orderly transaction with a market participant, less the
costs of disposal. The FVLCD model results in an excess of the recoverable amount of the CGU over the
carrying value of the Group’s assets at 30 June 2022.

Financing facilities

•

At 30 June 2022 total external financing facilities which are part of a total combined financing facility with
the ANZ Bank total $176,634,000 (refer Note 16(d)).

•

The financing facilities are subject to financial covenant which comprise the Bond Liquidity Ratio; Loan to
Value Ratio; and Interest Cover Ratio.
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McKenzie Aged Care Group Partnership and Controlled Entities
Notes to the consolidated financial statements
For the year ended 30 June 2022
2.

Basis of preparation (continued)

(e)

Going concern (continued)
Financing facilities (continued)

•

The Group has been compliant with the financial covenants and repayment obligations to the financier as
at 30 June 2022 and is forecast to remain compliant for the 2023 financial year, including the period to 31
October 2023. The Partners have forecast that the Group will continue to generate positive operating cash
flow, EBITDA and expect the continued renewal of financing facilities from its financier in order to enable
the Group to pay its debts as and when they fall due. Refer to note 16 for further details of the Group’s
financing facilities.

Forecast operating performance

•

The Partners and management of the Group have detailed plans to ensure that the Group trades profitably
in future periods and will continue to generate positive operating cash flows. The trading results to date
have been in line with the Group’s strategy and approximate budgeted amounts.

•

The Partners of the Group have provided an undertaking that they will comply with the requirements of the
Partnership Act 1958 (Vic.) whereby they are individually responsible to make good any deficiency of net
assets of the Group should the need arise. The quantum and timing of drawings/distributions will be
monitored and subject to operational performance, commitments for capital and development expenditure
and available free cash. For the avoidance of doubt, drawings/distributions will only be paid out of free cash
after taking the above factors into account.

As a result, the Partners consider that it is reasonable for the consolidated financial statements to be prepared
on a going concern basis.
3.

Significant accounting policies
The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements, and have been applied consistently by Group entities. Certain comparative
amounts have been re-classified to conform with the current year’s presentation.

(a)

Basis of consolidation

(i)

Business combinations
Business combinations are accounted for using the acquisition method as at the acquisition date, i.e. when
control is transferred to the Group. The consideration transferred in the acquisition is generally measured at fair
value, as are the identifiable net assets acquired. Any goodwill that arises is tested annually for impairment
(refer Note 3(f)).
The Group measures goodwill at the acquisition date as:

•
•
•
•

the fair value of the consideration transferred; plus
the recognised amount of any non-controlling interests in the acquiree; plus
if the business combination is achieved in stages, the fair value of the existing equity interest in the
acquiree; less
the net recognised amount (generally fair value) of the identifiable assets acquired and liabilities
assumed.

When the excess is negative, a bargain purchase gain is recognised immediately in profit or loss.
The consideration transferred does not include amounts related to the settlement of pre-existing relationships.
Such amounts are generally recognised in profit or loss.
Transaction costs related to the acquisition are expensed as incurred.
(ii)

Subsidiaries
Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has
rights to, variable returns for its involvement with the entity and has the ability to affect those returns through its
power over the entity. The financial statements of subsidiaries are included in the consolidated financial
statements from the date that control commences until the date that control ceases.
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McKenzie Aged Care Group Partnership and Controlled Entities
Notes to the consolidated financial statements
For the year ended 30 June 2022
3.

Significant accounting policies (continued)

(a)

Basis of consolidation (continued)

(iii)

Transactions eliminated on consolidation
Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions, are eliminated in preparing the consolidated financial statements. Unrealised gains arising from
transactions with equity accounted investees are eliminated against the investment to the extent of the Group’s
interest in the investee. Unrealised losses are eliminated in the same way as unrealised gains, but only to the
extent that there is no evidence of impairment.

(iv)

Loss of control
On the loss of control, the Group derecognises the assets and liabilities of the subsidiary, any non-controlling
interests and the other components of equity related to the subsidiary. Any surplus or deficit arising on the loss of
control is recognised in profit or loss.

(b)

Financial instruments
Recognition and initial measurement
Trade receivables are initially recognised when they are originated. All other financial assets and financial liabilities
are initially recognised when the Group becomes a party to the contractual provisions of the instrument. A financial
asset (unless it is a trade receivable without a significant financing component) or financial liability is initially
measured at fair value plus, for an item not at fair value through profit and loss (FVTPL), transaction costs that
are directly attributable to its acquisition or issues. A trade receivable without a significant financing component is
initially measured at the transaction price.
Classification and subsequent measurement

(i)

Financial assets
On initial recognition, a financial asset is classified as measured at: amortised cost; fair value through other
comprehensive income (FVOCI) – debt investment; FVOCI – equity investment; or FVTPL.
Financial assets are not reclassified subsequent to their initial recognition unless the Group changes its
business model for managing financial assets, in which case all affected financial assets are reclassified on the
first day of the first reporting period following the change in the business model.
A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated
as at FVTPL:

•
•

it is held within a business model whose objective is to hold assets to collect contractual cash flows;
and
its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

All financial assets not classified as measured at amortised cost or FVOCI as described above are measured at
FVTPL. This includes all derivative financial assets. On initial recognition, the Group may irrevocably designate a
financial asset that otherwise meets the requirements to be measured at amortised cost or at FVOCI as at FVTPL
if doing so eliminates or significantly reduces an accounting mismatch that would otherwise arise.
The Group has the following financial assets recognised as amortised cost: loans and receivables, and cash
and cash equivalents.
Loans and receivables
Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an active
market. Such assets are recognised initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition, loans and receivables are measured at amortised cost using the effective
interest method, less any impairment losses.
Loans and receivables comprise cash and cash equivalents and trade and other receivables.
Cash and cash equivalents
Cash and cash equivalents comprise cash balances and call deposits with original maturities of three months or
less from the acquisition date that are subject to an insignificant risk of change in their fair value, and are used
by the Group in the management of its short term commitments.
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McKenzie Aged Care Group Partnership and Controlled Entities
Notes to the consolidated financial statements
For the year ended 30 June 2022
3.

Significant accounting policies (continued)

(b)

Financial instruments (continued)

(ii)

Financial assets – Assessment whether contractual cash flows are solely payments of principal and
interest
For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. ‘Interest’ is defined as consideration for the time value of money and for the credit risk associated with
the principal amount outstanding during a particular period of time and for other basic lending risks and costs (e.g.
liquidity risk and administrative costs), as well as a profit margin.
In assessing whether the contractual cash flows are solely payments of principal and interest, the Group considers
the contractual terms of the instrument. This includes assessing whether the financial asset contains a contractual
term that could change the timing or amount of contractual cash flows such that it would not meet this condition.
In making this assessment, the Group considers:
•
contingent events that would change the amount or timing of cash flows;
•
terms that may adjust the contractual coupon rate, including variable-rate features;
•
prepayment and extension features; and
•
terms that limit the Group’s claim to cash flows from specified assets (e.g. non-recourse features).

(iii)

Financial assets – Subsequent measurement and gains and losses
Financial assets at amortised cost – Loans and receivables
These assets are subsequently measured at amortised cost using the effective interest method. The amortised
cost is reduced by impairment losses. Interest income, foreign exchange gains and losses and impairment are
recognised in profit or loss. Any gain or loss on derecognition is recognised in profit or loss.

(iv)

Financial assets – Derecognition and offsetting
The Group derecognises a financial asset when the contractual rights to the cash flows from the asset expire, or
it transfers the rights to receive the contractual cash flows in a transaction in which substantially all the risks and
rewards of ownership of the financial asset are transferred. Any interest in such transferred financial assets that
is created or retained by the Group is recognised as a separate asset or liability.
Financial assets and liabilities are offset and the net amount presented in the statement of financial position
when, and only when, the Group has a legal right to offset the amounts and intends either to settle them on a
net basis or to realise the asset and settle the liability simultaneously.

(v)

Financial liabilities – Classification, subsequent measurement and gains and losses
Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified as at
FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such on initial recognition.
Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any interest
expense, are recognised in profit or loss. Other financial liabilities are subsequently measured at amortised cost
using the effective interest method. Interest expense and foreign exchange gains and losses are recognised in
profit or loss. Any gain or loss on derecognition is also recognised in profit or loss.
The Group derecognises a financial liability when its contractual obligations are discharged or cancelled or
expire.
Other financial liabilities comprise loans and borrowings, bank overdrafts, resident loans, resident
bonds/refundable accommodation deposits payable, financial liability recognised on sale and lease back (refer
to note 19(c)) and trade and other payables. Bank overdrafts that are repayable on demand and form an integral
part of the Group’s cash management are included as a component of cash and cash equivalents for the
purpose of the statement of cash flows.
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McKenzie Aged Care Group Partnership and Controlled Entities
Notes to the consolidated financial statements
For the year ended 30 June 2022
3.

Significant accounting policies (continued)

(b)

Financial instruments (continued)

(vi)

Derivative financial instruments and hedge accounting
The Group holds derivative financial instruments to hedge its interest rate risk exposures. Embedded derivatives
are separated from the host contract and accounted for separately if certain criteria are met.
Derivatives are initially recognised at fair value; any directly attributable transaction costs are recognised in
profit and loss as incurred. Subsequent to initial recognition, derivatives are measured at fair value, and
changes therein are generally recognised in profit and loss.
Cash Flow Hedges
When a derivative is designated as a cash flow hedging instrument, the effective portion of changes in fair value
of the derivative is recognised in other comprehensive income and accumulated in the hedging reserve. Any
ineffective portion of changes in fair value of the derivative is recognised immediately in profit or loss.
The amount accumulated in equity is retained in other comprehensive income and reclassified to profit or loss in
the same period or periods during which the hedged item affects profit or loss.
If the hedging instrument no longer meets the criteria for hedge accounting, expires or is sold, terminated or
exercised, or the designation is revoked, then hedge accounting is discontinued prospectively. If the forecast
transaction is no longer expected to occur, then the amount accumulated in equity is reclassified to profit or
loss.

(vii)

Partners’ capital
The Partners’ capital represents the balance of funds contributed to the Group by the Partners.
Distribution reserve
The Distribution reserve represents Partners’ future distributable income which has been drawn in excess of the
accounting income, either earned in the current year or on a retained earnings basis. Transfers from this
account, as determined by the Partners, are recorded when sufficient current year earnings or retained earnings
arise.
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McKenzie Aged Care Group Partnership and Controlled Entities
Notes to the consolidated financial statements
For the year ended 30 June 2022
3.

Significant accounting policies (continued)

(c)

Property, plant and equipment

(i)

Recognition and measurement
Items of property, plant and equipment are measured at cost less accumulated depreciation and accumulated
impairment losses.
Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed
assets includes the cost of materials and direct labour, any other costs directly attributable to bringing the assets
to a working condition for their intended use, the costs of dismantling and removing the items and restoring the
site on which they are located when the Group has an obligation to remove the assets or restore the site, and
capitalised borrowing costs on qualifying assets. Purchased software that is integral to the functionality of the
related equipment is capitalised as part of that equipment.
When parts of an item of property, plant and equipment have different useful lives, they are accounted for as
separate items (major components) of property, plant and equipment.
The gains or losses on disposal of an item of property, plant and equipment are determined by comparing the
proceeds from disposal with the carrying amount of property, plant and equipment and are recognised net within
other income/other expenses in the profit or loss. When revalued assets are sold, the amounts included in the
revaluation reserve are transferred to accumulated profit.

(ii)

Subsequent costs
The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of
the item if it is probable that the future economic benefits embodied within the part will flow to the Group and its
cost can be measured reliably. The costs of the day-to-day servicing of property, plant and equipment are
recognised in profit or loss as incurred.

(iii)

Depreciation
Depreciation is calculated over the depreciable amount, which is the cost of an asset, or other amount
substituted for cost, less its residual value.
Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each part of
an item of property, plant and equipment. Leased assets are depreciated over the shorter of the lease term and
their useful lives unless it is reasonably certain that the Group will obtain ownership by the end of the lease
term. Land is not depreciated.
Items of property, plant and equipment are depreciated from the date that they are installed and ready for use,
or in respect of internally constructed assets, from the date that the asset is completed and ready for use.
The estimated useful lives for the current and comparative periods are as follows:
•
•
•
•
•

Buildings and development
Plant and equipment
Leased assets
Leasehold improvements
Software

40 years
2 – 10 years
2 – 10 years
4 – 10 years
2 - 5 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate.
(d)

Intangible assets and goodwill

(i)

Approved provider aged care places (bed licences)
Certain bed licences were granted by the Government to McKenzie Aged Care Group Partnership for no
consideration. These licences are issued to approved providers and can also be purchased from other third
parties. Holders of licences receive Federal Government funding in accordance with predetermined rates.
Approved provider aged care places are stated at cost or fair value at acquisition less any accumulated
impairment losses. During the year a change in accounting estimate was made resulting in the reclassification
of bed license intangibles from a indefinite life intangible asset to a finite life intangible asset detailed in note
2(d). The carrying amount of the bed licences are reviewed at the end of the reporting period to ensure that they
are not valued in excess of recoverable amount. Refer note 3(f) and note 13.
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Significant accounting policies (continued)

(d)

Intangible assets and goodwill (continued)

(ii)

Goodwill
Goodwill that arises upon the acquisition of subsidiaries or from business combinations is included in intangible
assets. For the measurement of goodwill at initial recognition, see Note 3(a)(i).
Subsequent measurement
Goodwill is measured at cost less accumulated impairment losses (Refer Note 3(f)).

(e)

Investment properties
Investment properties, comprising retirement villages, are held for long-term income yields and are not occupied
by the Group. The Group makes a determination, on a property by property basis, as to whether a property
should be considered an investment property. Factors taken into account include:
• Whether the property generates property related cash flows largely independent of other services provided
to residents of the properties;
• Whether the property is held for long-term capital appreciation rather than for short-term sale in the
ordinary course of business; and
• The probable future use of land that is not currently generating cash flows.
Initially, investment properties are measured at cost including transaction costs. Subsequent to initial
recognition, investment properties are stated at fair value, which is based on active market prices, adjusted, if
necessary, for any difference in the nature, location or condition of the specific asset. The fair value is
determined by an independent valuer and re-assessed by the Partners annually and independent valuations
obtained annually as required. The fair value at 30 June 2022 determined by an external property valuer in
February 2022 was not materially different to the fair values recorded at 30 June 2022.
Investment properties are derecognised when they have either been disposed of or when the investment
property is permanently withdrawn from use. Gains or losses arising from changes in fair values of the
investment properties are included as other income in the statement of profit or loss and other comprehensive
income in the period in which they arise.

(f)

Impairment

(i)

Non-derivative financial assets
Financial Instruments and contract assets
The Group recognises loss allowances for expected credit losses (ECLs) on financial assets measured at
amortised cost.
Loss allowances for trade receivables are always measured at an amount equal to lifetime ECLs. When
determining whether the credit risk of a financial asset has increased significantly since initial recognition and
when estimating ECLs, the Group considers reasonable and supportable information that is relevant and
available without undue cost or effort. This includes both quantitative and qualitative information and analysis,
based on the Group’s historical experience and informed credit assessment and including forward-looking
information. The Group assumes that the credit risk on a financial asset has increased significantly if it is more
than 90 days past due. The Group considers a financial asset to be in default when:

•
•

the borrower is unlikely to pay its credit obligations to the Group in full, without recourse by the Group to
actions such as realising security (if any is held); or
the financial asset is more than 180 days past due.

12-month ECLs are the portion of ECLs that result from default events that are possible within the 12 months
after the reporting date (or a shorter period if the expected life of the instrument is less than 12 months). The
maximum period considered when estimating ECLs is the maximum contractual period over which the Group is
exposed to credit risk.
(ii)

Measurement of ECLs
ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of
all cash shortfalls (i.e. the difference between the cash flows due to the Group in accordance with the contract
and the cash flows that the Group expects to receive). ECLs are discounted at the effective interest rate of the
financial asset.
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Significant accounting policies (continued)

(f)

Impairment (continued)

(iii)

Credit-impaired financial assets
At each reporting date, the Group assesses whether financial assets carried at amortised cost and debt
securities at FVOCI are credit-impaired. A financial asset is ‘credit-impaired’ when one or more events that have
a detrimental impact on the estimated future cash flows of the financial asset have occurred.
Evidence that a financial asset is credit-impaired includes the following observable data:

•
•
•
•
(iv)

(v)

significant financial difficulty of the borrower or issuer;
a breach of contract such as a default or being more than 180 days past due;
the restructuring of a loan or advance by the Group on terms that the Group would not consider
otherwise; or
it is probable that the borrower will enter bankruptcy or other financial reorganisation

Presentation of allowance for ECL in the statement of financial position
Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying amount
of the assets.
Write-off
The gross carrying amount of a financial asset is written off when the Group has no reasonable expectations of
recovering a financial asset in its entirety or a portion thereof. For individual customers, the Group has a policy
of writing off the gross carrying amount when the financial asset is 180 days past due based on historical
experience of recoveries of similar assets. For receivables from residents, the Group individually makes an
assessment with respect to the timing and amount of write-off based on whether there is a reasonable
expectation of recovery. The Group expects no significant recovery from the amount written off. However,
financial assets that are written off could still be subject to enforcement activities in order to comply with the
Group’s procedures for recovery of amounts due.

(vi)

Non-financial assets
The carrying amounts of the Group’s non-financial assets are reviewed at each reporting date to determine
whether there is any indication of impairment. If any such indication exists then the asset’s recoverable amount
is estimated. Goodwill and indefinite life intangible assets are tested annually for impairment. An impairment
loss is recognised if the carrying amount of an asset or its related cash-generated unit (CGU) exceeds its
recoverable amount.
For impairment testing, assets are grouped together into the smallest group of assets that generates cash
inflows from continuing use that are largely independent of the cash inflows of other assets of Cash Generating
Units (CGUs). Goodwill arising from a business combination is allocated to CGUs or groups of CGUs that are
expected to benefit from the synergies of the combination. The Group’s corporate assets do not generate
separate cash inflows. If there is an indication that a corporate asset may be impaired, then the recoverable
amount is determined for the CGU to which the corporate asset belongs.
The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value
less costs of disposal. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money and the
risks specific to the asset. Fair value less costs of disposal is assessed using a similar set of discounted cash
flows, with adjustments made for considerations a market participant would apply in valuing the CGU as part of
an ordely transaction.
An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount. Impairment losses are recognised in profit or loss. Impairment losses recognised in
respect of cash-generating units are allocated first to reduce the carrying amount of any goodwill allocated to
the CGU and then to reduce the carrying amount of the assets in the unit on a pro rata basis.
In respect of other assets, impairment losses recognised in prior periods are assessed at each reporting date for
any indications that the loss has decreased or no longer exists.
An impairment loss in respect of goodwill is not reversed. For other assets, an impairment loss is reversed only
to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no impairment loss had been recognised.
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Significant accounting policies (continued)

(g)

Employee benefits

(i)

Defined contribution plans
A defined contribution plan is a post-employment benefit plan under which the Group pays fixed contributions
into a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for
contributions to defined contribution superannuation funds are recognised as an employee benefit expense in
profit or loss in the periods during which services were rendered by employees. Prepaid contributions are
recognised as an asset to the extent that a cash refund or a reduction in future payments is available.

(ii)

Other long-term employee benefits
The Group’s net obligation in respect of long-term employee benefits including long service and annual leave is
the amount of future benefit that employees have earned in return for their service in the current and prior
periods plus related on costs; that benefit is discounted to determine its present value. The discount rate is the
yield at the reporting date on high quality Australian corporate bonds that have maturity dates approximating the
terms of the Group’s obligations.

(iii)

Termination benefits
Termination benefits are recognised as an expense when the Group is demonstrably committed, without
realistic possibility of withdrawal, to a formal detailed plan to terminate employment before the normal retirement
date or to provide termination benefits as a result of an offer made to encourage voluntary redundancies.
Termination benefits for voluntary redundancies are recognised if the Group has made an offer encouraging
voluntary redundancy, it is probable that the offer will be accepted, and the number of acceptances can be
estimated reliably. If benefits are payable more than 12 months after the reporting period, then they are
discounted to their present value.

(iv)

Short-term employee benefits
Short-term employee benefits are expensed as the related service is provided. A liability is recognised for the
amount expected to be paid if the Group has a present legal or constructive obligation to pay this amount as a
result of past service provided by the employee and the obligation can be estimated reliably.

(h)

Provisions
A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle
the obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax rate that
reflects current market assessments of the time value of money and the risks specific to the liability. The
unwinding of the discount is recognised as a finance cost.

(i)

Revenue

(i)

Department of Health funding (Care)
The Federal Government assesses the Group's entitlement to revenue in accordance with the provisions of the
Aged Care Act 1997. The subsidy received is based on the Aged Care Funding Instrument ("ACFI") assessment
and recognised on an ongoing daily basis. The Federal Government also calculates certain accommodation
supplements and other supplements on a per resident per day basis. The amount of Government revenue
received is determined by Federal Government regulation rather than a contract with a customer. The funding is
determined by a range of factors, including the residents care needs; whether the home has been significantly
refurbished; levels of supported resident ratios at the home; and the financial means of the resident.
For each resident, a single performance obligation that reflects a series of distinct services that are substantially
the same and have the same pattern of transfer has been identified, being the ongoing daily delivery of care to
the resident. The Group recognises revenue on a daily basis over-time in line with the care given to residents.
Funding is received monthly in advance from the Federal Government.

.
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Significant accounting policies (continued)

(i)

Revenue (continued)

(ii)

Resident basic daily fee
The basic daily fee is a daily living expense paid by all residents as a contribution towards the provision of care
and accommodation in accordance with the Aged Care Act 1997. This fee is calculated daily in accordance with
rates set by the Federal Government, and invoiced on a monthly basis. In addition to the basic daily fee, if the
resident has been assessed by the Federal Government as having financial means, an additional means tested
care fee is payable by the resident as contribution to their care fees. This is also calculated on a daily basis and
invoiced monthly.
For each resident, a single performance obligation that reflects a series of distinct services that are substantially
the same and have the same pattern of transfer had been identified, being the ongoing daily delivery of care to
the resident. The Group recognises revenue on a daily basis over time in line with the care given to residents.
Residents are invoiced on a monthly basis for services provided, with payment due upon invoicing.

(iii)

Other resident fees
These include fees recognised by the Group for additional services to residents, charged to residents under
mutually agreed terms and conditions, depending upon the agreed room price and additional services
requested. Each additional service provided to a resident represents a separate performance obligation. These
services are typically provided on a regular recurring basis, with revenue recognised over time as the service is
provided to the resident. Services provided are invoiced on a monthly basis for services provided, with payment
due upon invoicing.

(iv)

Government grant income
During the year, the Group received a significant amount of grant income from the Federal Government, in line
with the COVID-19 grant awards that were put in place to support the aged care sector during the pandemic.
Grant income received under the “COVID-19 Aged Care Preparedness” and “Support for Aged Care Workers in
COVID-19” grants is accrued to match costs incurred that are recoverable under the grant programme. The
Group is entitled to recognise this revenue in advance of cash received to the extent that the costs are eligible
under the grant programme, as there are no other conditions under which the funding becomes payable.
Aged Care Workforce Retention Bonus Payment
Under the “Aged Care Workforce Retention Bonus Payment” revenue was recognised upon cash receipt from
the Government, with the corresponding expense recognised when the payment was made to eligible
employees. All revenue received and associated expenses, including payroll tax and other on-costs which were
not met by the Federal Government, were recognised within the year.
COVID-19 Aged Care Support Program
Under the COVID-19 Aged Care Support Program, revenue is recognised only to the extent that the grant
application made by the Group has been approved by the Government up to the date of signing of the financial
statements. Prior to Government approval, the Group have assessed that there is no right to payment due to
discretion the government retains under the funding agreement.

(j)

Finance income and finance costs
Finance income comprises interest income on funds invested and interest on resident bonds receivable. Interest
income is recognised as it accrues, using the effective interest method.
Finance costs comprise interest expense on borrowings, ineffective portion of cash flow hedges, finance fees
and imputed interest cost on refundable accommodation deposits (RADs)/ bond balances. The borrowing costs
are recognised in profit or loss using the effective interest method.
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Significant accounting policies (continued)

(k)

Tax
The Group includes McKenzie Aged Care Group Partnership and its controlled entities, and the net profit or loss
is distributed to the Partners. Therefore, the entity has no tax liability or assets to bring to account as the tax
liability or asset is the Partners’ liability or asset. Refer to note 9 for further information.

(l)

Goods and services tax
Revenue, expenses and assets are recognised net of the amounts of Goods and Services Tax (GST), except
where the amount of GST incurred is not recoverable from the Australian Taxation Office (ATO). In these
circumstances, the GST is recognised as part of the cost of acquisition of the asset or as part of the item of
expense.
Receivables and payables are stated with the amount of GST included. The net amount of GST recoverable 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.

(m)

Resident bonds/Refundable accommodation deposit (RAD) liabilities (note 19)
Resident bonds/RAD liabilities represents the net balance of accommodation bonds or accommodation deposits
held as at balance date. These are recorded at an amount equal to the proceeds received. The liability balance
is reduced by the monthly retentions drawn from the bonds as at balance date.
The Group has an obligation to repay to residents the net balance of their accommodation bonds or deposits
deposited with the Group upon the resident leaving the facility. At this time, Bonds or RADs are repayable on
demand and are classified as a current liability (recognised as part of trade and other payables), as the Group
does not have an unconditional right to defer settlement of the liability for at least 12 months after balance date.
Interest is charged on unpaid accommodation bonds at a fixed statutory rate determined by the Department of
Health and Ageing at the date of entry to the accommodation. Interest is calculated on a daily basis and
recognised monthly as part of finance income in the statement of profit or loss and other comprehensive
income.

(n)

Leases
At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration. To assess whether a contract conveys the right to control the use of an identified
asset, the Group uses the definition of lease in AASB 16.
As a Lessee
At commencement or on modification of the contract that contains a lease component, the Group allocates the
consideration in the contract to each lease component on the basis of its relative stand-alone prices. However,
for the leases of property the Group has elected not to separate non-lease components and account for the
lease and non-lease components as a single lease component.
The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The right-ofuse asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any
lease payments made at or before the commencement date, plus any initial direct costs incurred and an
estimate of costs to dismantle and remove the underlying asset or to restore the underlying asset or the site on
which it is located, less any lease incentives received.
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Significant accounting policies (continued)

(n)

Leases (continued)
As a Lessee (continued)
The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date
to the end of the lease term, unless the lease transfers ownership of the underlying asset to the Group by the
end of the lease term or the cost of the right-of-use asset reflects that the Group will exercise a purchase option.
In that case the right-of-use asset will be depreciated over the useful life of the underlying asset, which is
determined on the same basis as those of property and equipment. In addition the right-of-use asset is
periodically reduced by impairment loss, if any, and adjusted for certain remeasurements of the lease liability.
The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Group’s incremental borrowing rate. Generally, the Group uses its incremental borrowing rate
as the discount rate.
The Group determines its incremental borrowing rate by obtaining interest rates from various external financing
sources and makes certain adjustments to reflect the terms of the lease and type of asset leased.
Lease payments include in the measurement of the lease liability comprises the following:
-

fixed payments, including in-substance fixed payments;

-

variable lease payments that depend on an index or a rate, initially measured using the index or rate as
at the commencement date;

-

amounts expected to be payable under a residual value guarantee; and

-

the exercise price under a purchase option that the Group is reasonably certain to exercise, lease
payments in an optional renewal period if the Group is reasonably certain to exercise an extension
option, and penalties for early termination of a lease unless the Group is reasonably certain not to
terminate early.

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 change in the
Group’s estimate of the amount expected to be payable under a residual value guarantee, if the Group changes
its assessment if whether it will exercise a purchase, extension or termination option or if there is a revised insubstance fixed lease payments.
When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount
of the right-of-use asset or is recorded in profit or loss if the carrying amount of the right-of-use asset has been
reduced to zero.
The Group presents right-of-use assets that do not meet the definition of investment property in ‘Right of use
assets’ and lease liabilities in ‘Lease liabilities’ in the statement of financial position.
Short-term leases and leases of low-value assets
The Group has elected not to recognise right-of-use assets and lease liabilities for leases of low-value assets
and short-term leases, including IT equipment. The Group recognises the lease payments associated with these
leases as an expense on a straight-line basis over the lease term.
As a Lessor
At inception or on modification of the contract that contains a lease component, the Group allocates the
consideration in the contract to each lease component on the basis of its relative stand-alone prices.
When the Group acts as a lessor, it determines at lease commencement whether each lease is a finance lease
or an operating lease. To classify each lease, the Group makes an overall assessment of whether the lease
transfers to the lessee substantially all of the risks and rewards of ownership incidental to ownership of the
underlying asset. If this is the case, then the lease is a finance lease; if not, then it is an operating lease. As part
of this assessment, the Group considers certain indicators such as whether the lease is for the major part of the
economic life of the asset. If an arrangement contains lease and non-lease components, the Group applies
AASB 15 to allocate the consideration in the contract.
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Significant accounting policies (continued)

(n)

Leases (continued)
As a Lessor (continued)

(i)

Residential Aged Care
For residents who have chosen a Residential Accommodation Deposit (“RAD”) or Bond arrangement, the Group
has determined that the adoption of AASB 16 will define these arrangements to be a lease for accounting
purposes with the Group acting as the lessor. The accounting treatment requires a non-cash increase in
revenue for accommodation and a non-cash increase in finance cost on the outstanding RAD liability, with no
net impact on the results of the Group.
The Group has concluded that the lease term for these arrangements is 1 day based on earliest time of
departure of resident in certain circumstances. The imputed non-cash charge for the year ended 30 June 2022
was calculated based on applying the daily cash rate published by the Reserve Bank of Australia to the monthly
average outstanding RAD balance.
Where residents have opted to pay a Daily Accommodation Payment, the Group has determined that the
adoption of AASB 16 does not have a material impact on the recognition and measurement of revenue.

(ii)

Retirement Villages
Deferred management fee (“DMF”) revenue represents the fee that is contractually deducted from the ongoing
contribution that is paid back to a resident upon exit from a Retirement Village. DMF revenue is recognised over
the expected length of stay of the resident. The Group now discloses this revenue separately from revenue from
contracts with customers as Accommodation income (Refer to Note 7 – Revenue note).

(o)

Assets held for sale – refer Note 12
Non-current assets, or disposal groups comprising assets and liabilities, are classified as held-for-sale if it is
highly probable that they will be recovered primarily through sale rather than through continuing use.
Such assets, or disposal groups, are generally measured at the lower of their carrying amount and fair value
less costs to sell. Any impairment loss on a disposal group is allocated first to goodwill, and then to the
remaining assets and liabilities on a pro rata basis, except that no loss is allocated to inventories, financial
assets, deferred tax assets, employee benefit assets, investment property or biological assets, which continue
to be measured in accordance with the Group’s other accounting policies. Impairment losses on initial
classification as held-for-sale or held-for distribution, and subsequent gains and losses on remeasurement are
recognised in profit or loss. Once classified as held-for-sale, intangible assets and property, plant and
equipment are no longer amortised or depreciated.

(p)

Comparatives
In the current period, the Group has changed the classification of cash flows arising in relation to the proceeds
from, and repayment of, RADs, accommodation bonds and ILU resident loans from “Cash flows from financing
activities” to “Cash flows from operating activities”. The reason for the change in classification is that the Group
is of the view that this better reflects the nature of RADs, accommodation bonds and ILU resident loans as
being part of the principal operating activities of the business and are utilized at the discretion of the Group
within the guidelines set out by the Prudential Compliance Standards. The prior period comparatives have also
been restated to reflect this change in classification.
Other than noted above, there have been no material changes in the comparative of the financial statements.
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Determination of fair values
A number of the Group’s accounting policies and disclosures require the determination of fair value, for both
financial and non-financial assets and liabilities.
The Group has an established control framework with respect to the measurement of fair values. The
management team regularly reviews significant unobservable inputs and valuation adjustments. If third party
information, such as broker quotes or pricing services, is used to measure fair values, then the management
team assesses the evidence obtained from the third parties to support the conclusion that such valuations meet
the AASB requirements, including the level in the fair value hierarchy in which such valuations should be
classified. Significant valuation issues are reported to the Group’s Finance Committee.
Fair values have been determined for measurement and / or disclosure purposes based on the following
methods. Where applicable, further information about the assumptions made in determining fair values is
disclosed in the notes specific to that asset or liability. When measuring the fair value of an asset or a liability,
the Group uses market observable data.

(a)

Property, plant and equipment
The fair value of property, plant and equipment recognised as a result of a business combination is based on
market values as valued by an external independent valuer. The independent valuations represent an
independent assessment made by members of the Australian Property Institute. The market value of property is
the estimated amount for which a property could be exchanged on the date of valuation between a willing buyer
and a willing seller in an arm’s length transaction after proper marketing wherein the parties had each acted
knowledgeably, and willingly. The market value of items of plant, equipment, fixtures and fittings is based on the
market approach and cost approaches using quoted market prices for similar items when available and
replacement cost when appropriate.

(b)

Investment properties
The fair value of investment properties, previously acquired through a business combination, was determined by
external, independent property valuers using the discounted cash flow methodology. The fair value is determined
by an independent valuer and re-assessed by the Partners annually and independent valuations obtained
annually as required.

(c)

Derivatives and hedging activities
The fair value of interest rate swaps is based on the external financier’s quotes, adjusted for any credit value
adjustments required. During the year, the interest rate swap contracts have expired.
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Financial risk management

(i)

Market risk
Market risk is the risk that changes in market prices, such as interest rates and equity prices will affect the
Group’s income or the value of its holdings of financial instruments. The objective of market risk management is
to manage and control market risk exposures within acceptable parameters, while optimising the return.
Currency risk
The Group is not exposed to currency risk as the Group does not deal in any foreign currency.
Interest rate risk
The Group’s variable-rate borrowings, interest rate swaps and cash and cash equivalents are exposed to a risk
of change in cash flows due to changes in interest rates.

(ii)

Capital management
The Board’s policy is to maintain partner, creditor and market confidence and to sustain future development of
the business.
There were no changes in the Group’s approach to capital management during the year. The Group is not
subject to any externally imposed capital requirements.
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6.

Revenue
in thousands of dollars

Note

Care income
Department of Health funding
Resident basic daily fees
Other resident fees
Accommodation income
Department of Health funding
Resident fees
Deferred management fees1

Imputed revenue on RAD and bond balances under AASB 16
Total revenue

3(n)(i)

2022

2021

138,848
33,825
1,640
174,313

128,567
32,353
2,424
163,344

6,891
8,478
858
16,227

6,986
7,913
783
15,682

839
191,379

631
179,657

: Retirement Villages DMF revenue continues to meet the definition of a lease arrangement and falls outside the scope of AASB

1

15 and accounted in accordance with AASB 16 Leases.

2022
7.

Other income
Government grant income
Insurance proceeds income
Sundry income

8.

2021

3,380
660
4,040

6,352
2,357
262
8,971

25
193
218

30
103
133

(2,296)
(839)

(3,372)
(631)

(1,305)
(115)
(1,376)
(5,931)

(1,056)
(132)
(5,191)

(5,713)

(5,058)

Finance income and expenses
Recognised in profit or loss
in thousands of dollars

(a) Finance income
Interest income on bank deposits
Interest income on resident bonds
Total finance income
(b) Finance expenses
Interest expense on bank loans
Imputed interest cost on RAD and bond balances under AASB 16
Interest expense on resident bonds/refundable accommodation
deposits
Interest expense on right-of-use assets
Interest expense on other financial liability
Total finance expense
Net finance (expense)
9.

3(n)(i)

17

Income tax
The McKenzie Aged Care Group Partnership does not have any income tax payable or refundable. Any tax
liability is incurred by the individual partners in their respective entities.
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10.

Cash and cash equivalents
in thousands of dollars

(a)

2022

2021

4,958
80,000
84,958

42
42

Cash and cash equivalents
Cash in bank
Term deposit – restricted cash*

* Term deposit of $80,000,000 has been presented as restricted cash as it is used to net off against a
facility commitment to satisfy the Group’s Loan to Value bank covenants; refer to note 16.
(b)

Bank overdraft
Bank overdraft
Total cash and cash equivalents

11.

(49)
(49)
(7)

2022

2021

3,587
1,985
1,118
2,844
9,534

2,092
2,074
1,220
676
1,637
7,699

Trade, other receivables and prepayments
Note

in thousands of dollars

Current
Trade receivables
Prepayments
Funds held in trust
Amount receivable from related party
Other receivables and deposits
Total current trade and other receivables

12.

84,958

21(a)

The Group recognised impairment losses on receivables arising from contracts with customers, included in
Other Expenses in the Statement of profit or loss and other comprehensive income of $9,777 for the year
ended 30 June 2022 (30 June 2021: $15,555).
Property, plant and equipment
Reconciliation of carrying amount
in thousands of dollars

Buildings and

Plant and

Leased

land improvements Developments*

equipment

assets

Freehold

Leasehold

Software

Total

Cost
Balance at 1 July 2020

53,369

1,361

254,145

88,919

3,669

632

402,095

-

-

4,758

7,095

-

703

12,556

Balance at 30 June 2021

53,369

1,361

258,903

96,014

3,669

1,335

414,651

Balance at 1 July 2021

53,369

1,361

258,903

96,014

3,669

1,335

414,651

Additions*

-

-

1,144

4,275

-

1,235

6,654

Disposals

-

-

(314)

-

-

-

(314)

Reclassification

-

77

1,254

(1,331)

-

-

-

53,369

1,438

260,987

98,958

3,669

2,570

420,991

Additions*

Balance 30 June 2022

* Included in Buildings and Developments category are capital work in progress amounting to $3,334,000
as at 30 June 2022 (2021: $2,682,000)
** Included in Buildings and Developments and Software additions above is capitalised employee costs of
$1,234,000 (2021: $1,211,000) in accordance with Note 3(c)(i).

26

McKenzie Aged Care Group Partnership and Controlled Entities
Notes to the consolidated financial statements
For the year ended 30 June 2022
12.

Property, plant and equipment (continued)
Reconciliation of carrying amount (continued)
in thousands of dollars

Leasehold

Buildings and

Plant and

Leased

land improvements

developments

equipment

assets

Freehold

Software

Total

Accumulated
depreciation and
impairment losses
Balance at 1 July 2020

-

542

48,070

45,778

3,669

147

98,206

Depreciation for the year

-

107

7,191

6,853

-

5

14,156

Balance at 30 June 2021

-

649

55,261

52,631

3,669

152

112,362

Balance at 1 July 2021

-

649

55,261

52,631

3,669

152

112,362

Depreciation for the year

-

486

6,820

7,662

-

743

15,711

Disposals

-

-

(241)

-

-

-

(241)

Reclassification

-

-

1,210

(1,210)

-

-

-

Balance 30 June 2022

-

1,135

63,050

59,083

3,669

895

127,832

1 July 2020

53,369

819

206,075

43,141

-

485

303,889

30 June 2021

53,369

712

203,642

43,383

-

1,183

302,289

30 June 2022

53,369

303

197,937

39,875

-

1,675

293,159

Carrying amounts

Sale and lease back
During the year, the Group entered into a transaction with a third party for the sale of three aged care properties
in Queensland (The Terraces, Capella Bay and Seabrook) and the lease back of the properties for a term of 25
years with options to extend for two additional 10 year periods. The contract includes a right to Buy Back one or
more properties from the third party at an agreed value. Given the existence of the option, the Group has
deemed that control of the property assets has not passed to the third party. The Group continues to recognise
these assets in property, plant and equipment amounting to $67,761,000. A financial liability has been
recognised for the consideration received on the sale – refer to note 19(c).
Valuation of land and buildings
The carrying value of the land and buildings is based on the historical cost of the freehold land when purchased
and the cost of construction of the buildings. Historical additions through the business combinations were
recognised at fair value in accordance with note 4.
Non-current assets pledged
Refer to note 16(b) for information on non-current assets pledged as security by the Group entity over loans and
borrowings at 30 June 2022.
Asset held for sale
13.

The Asset held for sale at 30 June 2022 amounts to $NIL (30 June 2021: $13,500,000).
Intangible assets and goodwill
in thousands of dollars

Approved bed licences
Opening balance
Amortisation
Balance at 30 June
Goodwill
Opening balance
Balance at 30 June
Total intangible assets and goodwill
Number of bed licences (including provisional licences)

2022

2021

75,280
(20,531)
54,749

75,280
75,280

103,203
103,203

103,203
103,203

157,952
1,889

178,483
1,889

27

McKenzie Aged Care Group Partnership and Controlled Entities
Notes to the consolidated financial statements
For the year ended 30 June 2022
13.

Intangible assets and goodwill (continued)
Bed licences are issued by the Government to Approved Providers. Bed licences are stated at cost or fair value
at acquisition less any accumulated amortisation and impairment losses. The Partners have noted the
announcements made by the Federal Government in respect of the proposed discontinuation of Aged Care bed
licences from 1 July 2024 - refer to note 2(d) to these financial statements. Accordingly amortisation of
$20,531,000 has been recognised for the year ended 30 June 2022 (2021: $NIL).

14.

No impairment expense in respect of goodwill was recognised in the year ended 30 June 2022 (2021: $NIL).
Investment properties
Reconciliation of carrying amount
2022
9,357

in thousands of dollars

Balance at 30 June

2021
8,697

Investment properties comprises Independent Living Units (ILUs) located across two retirement villages. These
two retirement villages are subject to lease agreements which confer the right to occupancy of the unit, until
such time as the resident’s occupancy rights are transferred to another resident. Upon entry a resident will loan
the Group an amount equal to the fair value of the unit. On termination the resident is entitled to repayment of
the loan less any deferred management fee.

15.

The fair value of the investment properties at 30 June 2022 was based on external property valuations
undertaken in February 2022 by a Certified Practising Valuer and Fellow of the Australian Property Institute. As
at 30 June 2022 a fair value increase of $660,000 was recognised in profit and loss (other income) as
determined by an external property valuer on February 2022.
Trade and other payables
2022

2021

6,931
180
7,111

8,676
180
516
9,372

2,586
2,586

123,934
4,326
128,260

Non-current
Bank loans – secured
Asset finance facility
Total non-current borrowings

91,831
1,372
93,203

1,064
1,064

Total loans and borrowings

95,789

129,324

in thousands of dollars

Current
Trade creditors and accruals
Amount payable to related party
Derivative liabilities
Total current trade and other payables
16.

Loans and borrowings

(a)

Current

Note
21(a)

in thousands of dollars

Bank loans – secured
Asset finance facility
Total current borrowings
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16.

Loans and borrowings (continued)

(b)

Security
The ANZ Bank holds first registered charges over all the Group's assets. The ANZ Bank also holds security over
the Partnership and related entities including:
•
•
•
•
•
•
•

(c)

Bay St 2 Pty Ltd ATF Bay Street No 2 Trust (formerly Ellersbeck Pty Ltd ATF KB & AJ McKenzie Family
Trust No. 3)
Autumn Sun Pty Ltd ATF The Hutchison Family Trust
Jolimont Lodge Pty Ltd ATF Powell Family Trust
McKenzie Aged Care Group Pty Ltd
McKenzie Staff Trust (Trustee: McKenzie Staff Pty Ltd) (controlled entity)
Cabool Retirement Villages Pty Ltd (agent for Cabool Retirement Villages Partnership) (controlled
entity)
Residential Processing Services Pty Ltd (agent for Residential Processing Services Partnership)
(controlled entity)

Terms and conditions of outstanding loans
in thousands of dollars

Bank loan - Facility A
Bank loan - Facility B
Bank loan - Facility D
Bank loan - Facility F
Bank loan - Facility G
Bank loan - Facility H
Asset finance facility

Due date*
1 May 2026
1 May 2026
1 May 2026
Expired
Expired
Expired
2023-2026

2022

2021

91,831
3,958
95,789

85,386
10,000
12,278
10,541
5,729
5,390
129,324

*Due date as at date of the signing of these financial statements
The above bank loan facilities have been provided pursuant to a facility agreement entered into with the ANZ
Bank.
The interest payable on the bank loan facilities is calculated as Bank Bill Swap Rate and a 1.5% to 1.6% margin
depending on the Loan to Value Ratio.
The asset financing facility nominal interest rate ranges between 2.90% and 4.72%.
The ANZ Bank loan facilities will mature in future financial years. Bonds/Refundable accommodation deposits
received from the existing aged care facilities are typically used to extinguish the liabilities.
Under the terms of the bank agreement, if certain conditions are met, uplifts from bonds/refundable
accommodation deposits and free cashflow will be used to repay the above facilities in the respective financial
years prior to maturity.
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16.

Loans and borrowings (continued)

(d)

Facilities
2022
in thousands of dollars

Total

2021

Used

Unused

Facility

Total

Used

Unused

Facility

Facility A – Core loan

91,831

91,831

-

95,569

85,386

10,183

Facility B – Capex

20,000

-

20,000

-

-

-

Bond liquidity facility – Facility D

50,000

-

50,000

40,000

10,000

30,000

Bank loan – Additional funding – Facility F

-

-

-

12,278

12,278

-

Bank loan – Additional funding – Facility G

-

-

-

10,541

10,541

-

Bank loan – Additional funding – Facility H

-

-

-

5,729

5,729

-

10,000

3,958

6,042

10,000

5,390

4,610

4,000

-

4,000

4,000

-

4,000

803

-

803

803

-

803

176,634

95,789

80,845

178,920

129,324

49,596

Asset finance facility
Electronic payaway facility
Credit card/encashment/standby letter of
credit or indemnity/guarantee (domestic)
Total facilities: used and unused at year end

17.

Leases

(a)

Leases as lessee

(i)

Right-of-use assets

(ii)

in thousands of dollars

2022

2021

Balance as at 1 July
Depreciation charge for the year
Balance as at 30 June 2022

2,377
(456)
1,921

2,833
(456)
2,377

115
456

132
456

400
115

495
132

Amounts recognised in profit or loss
in thousands of dollars
Interest on lease liabilities
Depreciation expense of right-of-use asset

(iii)

Amounts recognised in Statement of Cash Flows
in thousands of dollars
Total cash outflow for leases - principal
Total cash outflow for leases – interest
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17.

Leases (continued)

(a)

Leases as lessee (continued)

(iv)

Lease liabilities
in thousands of dollars

2022

2021

The below sets out the maturity analysis of lease liabilities:
Maturity analysis – contractual undiscounted cash flows
Less than one year
One to five years
More than five years
Total undiscounted lease liabilities at 30 June 2022

448
1,871
41
2,360

514
1,831
530
2,875

The below shows the split between current and non-current liabilities at
30 June 2022:
Current
Non-current
Lease liabilities 30 June 2022

351
1,805
2,156

400
2,155
2,555

(v)

Extension option
The property lease contains extension options exercisable by the Group. The Group reassesses whether it is
reasonably certain to exercise the options if there is a significant event or significant changes in circumstances
within its control. The Group has estimated that the undiscounted potential future lease payments, should it
exercise the extension options would result in a increase in lease liability of $9,400,000.

(b)

Leases as lessor
The Group generates lease income under AASB 16 from its residents within aged care facilities and retirement
villages. All these leases are classified as operating leases from a lessor perspective. Refer to Note 6.

18.

Employee benefits
in thousands of dollars

Short term employee benefits
- Annual leave
- Long service leave
- Other employee related accruals
Balance at 30 June
Long-term employee benefits
- Long service leave
Balance 30 June
Total employee benefits
- Current
- Non-current

2022

2021

10,677
3,796
6,271
20,744

9,927
4,602
6,919
21,448

2,389
2,389

1,715
1,715

20,744
2,389
23,133

21,448
1,715
23,163

Long-term employee benefits
A provision has been recognised for employee benefits relating to long service leave for employees. As
described in note 3(g), amounts for employee benefits expected to be settled more than 12 months after the
reporting date are measured at their present value.
During the year the Group contributed $10,799,000 to defined contribution superannuation funds (2021:
$10,526,000).
Employee numbers
Number of employees at 30 June

2022
2,250

2021
2,235
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19.

Other financial liabilities
in thousands of dollars

Current
ILU Resident loans, net of deferred management fees
Resident bonds/Refundable accommodation deposits
Other financial liabilities
Non-current
Other financial liabilities

Note

2022

2021

(a)
(b)
(c)

22,087
466,516
2,714
491,317

20,578
431,280
451,858

(c)

86,574

-

(a) Resident loans, net of deferred management fees
Resident loans in respect of independent living units (ILUs)/retirement villages are non interest bearing loans
made by ILU residents to the Group upon entering into a lease agreement to occupy an independent living unit
operated by the Group.
(b) Resident bonds/Refundable accommodation deposits
Resident bonds/refundable accommodation deposits are non-interest bearing deposits made by aged care
facility residents to the Group upon their admission to the aged care facility.
The resident bonds/refundable accommodation deposits are classified as current as the Group does not have
an unconditional right to defer settlement of the liability for at least 12 months after balance date. Refer note
3(m).
The Department of Health and Ageing guarantees the repayment of resident bonds/refundable accommodation
deposits in case of provider default.
(c) Other financial liabilities
During the year, the Group entered into a sale and lease back transaction with a third party for three aged care
properties. The arrangement includes a call option which allows the Group to repurchase the property assets at
an agreed price. In accordance with accounting standards, it was assessed that the Group has not transferred
control of these property assets to the third party under the sale and lease back arrangement and therefore
continues to recognise the property assets in the statement of financial position (refer to note 12). The Group
has recognised a financial liability for the consideration received for the sale in accordance with AASB 9
Financial Instruments.
20.

Events subsequent to reporting date
There has not arisen in the interval between the end of the financial year and the date of this report any item,
transaction or event of a material and unusual nature likely, in the opinion of the Partners, to affect significantly
the operations of the Group, the results of those operations, or the state of affairs of the Group, in future
financial years.
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21.

Related party transactions
in dollars

(a)

2022

2021

Amounts receivable/(payable)
Related party – Partner related
Cartash Pty Ltd

(b)

Note

(ii),11
(i),15 (180,000)
(180,000)

676,205
(180,000)
496,205

(i)

The amount payable to Cartash Pty Ltd is non-interest bearing and repayable on demand. Cartash Pty Ltd
is a related party of McKenzie Aged Care Group Partnership.

(ii)

The amounts receivable from Related party – Partner related is interest bearing and received during the
year.

Related parties – Key management personnel compensation
Other than the amounts disclosed below, there were no transactions with, or loans to and from, key
management personnel.
The key management personnel compensation of the Group, included in “employee benefits expenses”, during
the year are as follows:
in dollars

Short-term employee benefits
Other long-term benefits

2022
2,728,309
9,094
2,737,403

2021
2,268,002
12,881
2,280,883

Included in the above amounts is an amount of $248,464 (2021: $230,211) paid for superannuation benefits.
The compensation disclosed above represents an allocation of the key management personnel's estimated
compensation from the Group in relation to their services rendered to the Group.
Key management personnel have authority and responsibility for planning, directing and controlling the activities
of the Group, including Trustees and other executives.

(c)

Compensation levels for key management personnel of the Group are competitively set to attract and retain
appropriately qualified and experienced executives.
Parent and ultimate controlling entity
The parent and ultimate controlling entity is McKenzie Aged Care Group Partnership.
2022

2021

Residential Processing Services Partnership

100%

100%

Residential Processing Services Pty Ltd (agent for: Residential Processing Services Partnership)

100%

100%

McKenzie Staff Trust (Trustee: McKenzie Staff Pty Ltd)

100%

100%

Cabool Retirement Villages Partnership

100%

100%

Cabool Retirement Villages Pty Ltd (agent for: Cabool Retirement Villages Partnership)

100%

100%

Controlled entities are:

The Group controls an entity when it is exposed to, or has rights to, variable returns for its involvement with the
entity and has the ability to affect those returns through its power over the entity.
22.

Capital and other commitments
The capital commitments at 30 June 2022 are $NIL (2021: $NIL).
.
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23.

Capital and reserves

(a)

Partners’ capital
The Partners' capital represents the balance of funds contributed to the entity by the Partners.

(b)

Revaluation reserve
The Revaluation reserve is used to record revaluations on approved aged care bed licences in prior years
(Refer to note 13).

(c)

Reconciliation of movement in revaluation reserve
in thousands of dollars

Revaluation reserve – bed licences
Balance at 1 July
Write back of reserve to retained earnings
Balance as at 30 June

2022

2021

20,250
(5,523)
14,727

20,250
20,250

The write-back of reserve to accumulated losses is determined based on the straight-line amortisation of
the revaluation reserve balance from 1 October 2021 until 30 June 2024 to account for the announcement
in the 2021-2022 Federal Budget of the discontinuance of Aged Care Licenses from 1 July 2024.
(d)

Hedge reserve
The Hedge reserve is used to record the effective portion of the fair value revaluations on the interest rate swap
contracts. As at 30 June 2022, the interest rate swap contracts were derecognised.

(e)

Reconciliation of movement in hedge reserve
in thousands of dollars

Hedge reserve
Movements
Hedge fair value reserve at 1 July
Fair value adjustment recognised in other comprehensive income
Balance as at 30 June
(f)

2022
-

2021
(516)

(516)
516
-

(1,112)
596
(516)

Distribution reserve
The Distribution reserve represents Partners’ future distributable income which has been drawn in excess of the
accounting income, either earned in the current year or on a retained earnings basis. Transfers from this
account, as determined by the Partners, are recorded when sufficient current year earnings or retained earnings
arise.
2022
2021
in thousands of dollars
Distribution reserve
(46,272)
(34,186)
Movements
Distribution reserve at 1 July
(34,186)
(33,386)
Drawings during the year
(12,086)
(800)
Balance as at 30 June
(46,272)
(34,186)
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24.

Parent entity disclosures
As at, and throughout, the financial year ended 30 June 2022 the parent entity of the Group was McKenzie
Aged Care Group Partnership.
2022

2021

Result of parent entity
Profit/(Loss) for the year
Other comprehensive income/(loss)
Total comprehensive income/(loss) for the year

(34,395)
516
(33,879)

(8,717)
596
(8,121)

Financial position of parent entity at year end
Current assets
Total assets

71,000
556,881

6,673
513,087

Current liabilities
Total liabilities

522,109
706,080

584,711
616,321

(31,345)
(117,854)
(149,199)

(14,452)
(88,782)
(103,234)

in thousands of dollars

Total equity of parent entity comprising of:
Partners’ capital
Reserves
Accumulated losses
Total equity
Parent entity capital and other commitments
25.

The capital commitments at 30 June 2022 is $NIL (2021: $NIL)
Contingencies
As stated in Note 2(e), the Partners of the Group have provided an undertaking that they will comply with the
requirements of the Partnership Act 1958 (Vic.) whereby they are individually responsible to make good any
deficiency of net assets of the Group should the need arise.
The Victorian WorkCover Authority (VWA) is seeking to recover benefits paid to or for the benefit of workers
employed by the Group under Section 369 of the Workers Injury Rehabilitation and Compensation Act (WIRC)
(VIC) 2013. McKenzie Aged Care Group Pty Ltd. has resolved a dispute with its former Insurance broker, the
terms of which will see the Group covered for past and future claims made against it by either the VWA and/or
individual workers, with the likely exposure of the Group not expected to exceed the deductible that would be
payable in each instance, had the Group been insured in respect of these claims at all times material to the
individual claims.
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Lead Auditor’s Independence Declaration
To the Partners of McKenzie Aged Care Group Partnership

I declare that, to the best of my knowledge and belief, in relation to the audit for the financial year
ended 30 June 2022, there have been no contraventions of any applicable code of professional conduct
in relation to the audit.

KPMG

Tony Batsakis
Partner
Melbourne
28 October 2022

KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG
International Limited, a private English company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks used
under license by the independent member firms of the KPMG global organisation. Liability limited by a scheme approved under
Professional Standards Legislation.

37

Independent Auditor’s Report
To the members of McKenzie Aged Care Group Partnership
Opinion
We have audited the Financial Report of
McKenzie Aged Care Group Partnership (“the
Partnership”) and controlled entities (“the
Group”).
In our opinion, the accompanying Financial
Report gives a true and fair view of the Group’s
financial position as at 30 June 2022 and of its
financial performance and its cash flows for the
year then ended in accordance with Australian
Accounting Standards – Simplified Disclosures
Framework.

The Financial Report comprises:
•

Consolidated statement of financial position as
at 30 June 2022;

•

Consolidated statement of profit or loss and
other comprehensive income, consolidated
statement of changes in equity, and
consolidated statement of cash flows for the
year then ended;

•

Notes including a summary of significant
accounting policies; and

•

Partners’ Declaration.

The Group consists of the Partnership and the
entities it controlled at the year end or from time to
time during the financial year.
Basis for opinion
We conducted our audit in accordance with Australian Auditing Standards. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
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 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 fulfilled our other ethical responsibilities in accordance with these requirements.
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Restriction on use and distribution
The Financial Report has been prepared to assist Partners for the purpose of fulfilling the Partners’
financial reporting responsibilities under the Aged Care Act 1997.
As a result, the Financial Report and this Auditor’s Report may not be suitable for another purpose. Our
opinion is not modified in respect of this matter.
Our report is intended solely for the Partners of McKenzie Aged Care Group Partnership and the
Department of Health and Aged Care and should not be used by parties other than the Partners of
McKenzie Aged Care Group Partnership or distributed to parties other than the Department of Health
and Aged Care and others contemplated in the Aged Care Act 1997. We disclaim any assumption of
responsibility for any reliance on this report, or on the Financial Report to which it relates, to any person
other than the Partners of McKenzie Aged Care Group Partnership and the Department of Health and
Aged Care or for any other purpose than that for which it was prepared.
Other Information
Other Information is financial and non-financial information in McKenzie Aged Care Group Partnership’s
annual reporting which is provided in addition to the Financial Report and the Auditor's Report.
Management are responsible for the Other Information.
Our opinion on the Financial Report does not cover the Other Information and, accordingly, we do not
express any form of assurance conclusion thereon.
In connection with our audit of the Financial Report, our responsibility is to read the Other Information.
In doing so, we 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.
We are required to report if we conclude that there is a material misstatement of this Other
Information, and based on the work we have performed on the Other Information that we obtained
prior to the date of this Auditor’s Report we have nothing to report.
Responsibilities of the Management for the Financial Report
Management are responsible for:
•

preparing the Financial Report that gives a true and fair view in accordance with Australian
Accounting Standards – Simplified Disclosures Framework;

•

implementing necessary internal control to enable the preparation of a Financial Report that is free
from material misstatement, whether due to fraud or error; and

•

assessing the Group’s ability to continue as a going concern and whether the use of the going
concern basis of accounting is appropriate. This includes disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless they either intend to
liquidate the Partnership or to cease operations, or have no realistic alternative but to do so.
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Auditor’s responsibilities for the audit of the Financial Report
Our objective is:
•

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 Australian Auditing Standards will always detect a material misstatement when it
exists.
Misstatements can arise from fraud or error. They 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.
A further description of our responsibilities for the audit of the Financial Report is located at the
Auditing and Assurance Standards Board website at:
http://www.auasb.gov.au/auditors_responsibilities/ar3.pdf. This description forms part of our Auditor’s
Report.

KPMG

Tony Batsakis
Partner
Melbourne
28 October 2022
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