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Directors’ report 

Your directors present their report on the company for the year ended 31 March 2020.  

Directors 

The following people were the directors of Earth Rules Pty Ltd during the whole of the financial year and up to the 
date of this report. Directors were in office for the entire period unless otherwise stated. 

L Krishna Kumar 

Stephen Eyre 

Manesh Thakrar (appointed 29 May 2020) 

Gale McLardie (resigned 13 September 2019) 

Ajoy Misra (resigned 29 May 2020) 

Principal activities 

The principal activities of the company during the course of the financial year were the importation and sale of 
coffee and related products. 

There was no significant change in the nature of the activity of the company during the year.  

Dividends 

No dividends have been paid during the financial year. The directors do not recommend that a dividend be paid in 
respect of the financial year (2019: $nil). 

Review of operations 

The loss from ordinary activities after income tax amounted to $982,526 (2019 loss: $1,553,610).  

Significant changes in the state of affairs 

There have been no significant changes in the state of affairs of the company during the period. 

Matters subsequent to the end of the financial year 

The outbreak of COVID-19 in Australia and the subsequent measures imposed by the Australian and other 
governments as well as the travel and trade restrictions imposed by Australia and other countries in early 2020 have 
caused disruption to businesses and economic activity. The financial effects of COVID-19 have been reflected in the 
Company’s financial statements at 31 March 2020.  

The impact of COVID-19 on different industries and companies varies substantially. For Earth Rules Pty Ltd, the 
impact from the quarantine measures put in place has been material, with operations continuing substantially at below 
normal levels. The easing of restrictions is expected to further support business as usual. Therefore, it is expected 
that a material impact will result from the COVID-19 crisis on the Company’s earnings, cashflow and financial 
condition. 

Given the inherent unpredictability associated with the COVID-19 outbreak and any further contingency measures 
that may be put in place by the relevant governments and corporate entities combined with customer behaviours, the 
actual financial impact of the COVID-19 outbreak, if any, on the Company’s 2021 financial statements could be 
significantly different from the expectations disclosed above depending on how the situation evolves. 

No other matter or circumstance has occurred subsequent to year end that has significantly affected, or may 
significantly affect, the operations of the entity, the results of those operations or the state of affairs of the entity in 
subsequent financial years. 

Likely developments and expected results of operations 

Information on likely developments in the operations of the company and the expected results of operations have not 
been included in this financial statements because the directors believe it would be likely to result in unreasonable 
prejudice to the company. 
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Environmental regulation 

The company is not affected by any significant environmental regulation in respect of its operations. 

Insurance of officers 

The directors and officers of the company are indemnified under a global insurance policy taken out by Tata Global 
Beverages Services Limited. Earth Rules Pty Limited has been asked to contribute to the cost of global insurance. 

Proceedings on behalf of the company 

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings 
on behalf of the company, or to intervene in any proceedings to which the company is a party, for the purpose of 
taking responsibility on behalf of the company for all or part of those proceedings. 

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

Auditor's independence declaration 

A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is 
set out on page 3. 

This Directors’ Report is signed in accordance with a resolution of directors made pursuant to s.298(2) of the 
Corporations Act 2001.  

 

On behalf of the Directors 
 
 
 
 
 

 
 
Stephen Eyre 
Director 

Melbourne 
18th June 2020  
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18 June 2020 

The Board of Directors  

Earth Rules Pty Ltd 

Level 2, 620 Church St 

Richmond VIC 3121 

Dear Board Members 

Auditor’s Independence Declaration to Earth Rules Pty Ltd 

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

declaration of independence to the directors of Earth Rules Pty Ltd. 

As lead audit partner for the audit of the financial statements of Earth Rules Pty Ltd for the financial year 

ended 31 March 2020, I declare that to the best of my knowledge and belief, there have been no 

contraventions of: 

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

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

Yours sincerely 

DELOITTE TOUCHE TOHMATSU 

Shodai Enters 

Partner  

Chartered Accountants 

Deloitte Touche Tohmatsu 

ABN 74 490 121 060 

477 Collins Street 

Melbourne, VIC, 3000 

Australia 

Tel:  +61 3 9671 7000 

www.deloitte.com.au 
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These financial statements cover Earth Rules Pty Ltd as an individual entity. The financial statements are 
presented in the Australian currency. 

Earth Rules Pty Ltd is a company limited by shares, incorporated and domiciled in Australia. Its registered office 
and principal place of business is: 
 
Earth Rules Pty Ltd 
Suite 2.01, Level 2 
620 Church Street  
Richmond VIC 3121 
 
A description of the nature of the entity's operations and its principal activities is included in the directors’ report on 
page 1, which is not part of these financial statements. 
 
The financial statements were authorised for issue by the directors on 18th June 2020. The directors have the 
power to amend and reissue the financial statements. 
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 Notes 
2020 

$ 
 

2019 
 $  

 

Revenue  3         6,232,294         9,204,718 

Other income 4 
   

16,074                4,586 

Cost of sales  (3,854,771)      (6,238,788) 

Distribution expenses  (423,586) (690,031) 

Selling expenses  (449,659) (483,685) 

Administration expenses  (2,081,191) (2,869,084) 

Finance costs 5 (421,687) (481,326) 

Loss before income tax  (982,526) (1,553,610) 
 
Income tax expense  6    -    - 

Loss for the year  (982,526) (1,553,610) 
 
Other comprehensive income for the year, net of tax      -     - 

Total comprehensive loss for the year  
   

(982,526) 
   

(1,553,610) 

Loss is attributable to:  
          Owners of Earth Rules Pty Ltd (982,526) (1,553,610) 

Total comprehensive loss for the year is attributable to:    
          Owners of Earth Rules Pty Ltd  (982,526) (1,553,610) 

Earth Rules Pty Ltd
Statement of profit or loss and other comprehensive income

for the year ended 31 March 2020
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The above statement of profit or loss and other comprehensive income should be read in conjunction with the 
accompanying notes. 



  

  

 
 
ASSETS 
Current assets 

 2020 
$ 

2019 
$ 

Cash and cash equivalents 7 - 11,760 

Trade and other receivables 8 1,046,447 1,719,580 

Inventories 9 531,123 818,293 

Other current assets 10 - 34,679 

Total current assets   1,577,570 2,584,312 

Non-current assets     

Property, plant and equipment 11 1,530,744 1,292,671 

Intangible assets 12 60,833 65,343 

Right-of-use assets 21 67,705 - 

Total non-current assets   1,659,282 1,358,014 

Total assets   3,236,852 3,942,326 

LIABILITIES     

Current liabilities     

Trade and other payables 13 1,042,450 1,015,852 

Lease liabilities 22 63,150 - 

Borrowings 14 13,796,143 13,627,653 

Provisions 15 231,045 215,266 

Total current liabilities   15,132,788 14,858,771 

Non-current liabilities     

Lease liabilities 22 10,776 - 

Provisions 16 12,038 12,726 

Total non-current liabilities   22,814 12,726 

Total liabilities   15,155,602 14,871,497 

Net assets/(liabilities)   (11,918,750) (10,929,171) 

EQUITY     

Contributed equity 17 14,837,579 14,837,579 

Accumulated losses 18 (26,756,329) (25,766,750) 

Total equity/(deficiency in equity)  (11,918,750) (10,929,171) 

Earth Rules Pty Ltd 
Statement of financial position

As at 31 March 2020
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The above statement of financial position should be read in conjunction with the accompanying notes. 



 
 

  Total  

Contributed  Accumulated   deficiency 

equity losses in equity 

$               $ $ 

Balance at 1 April 2018 14,837,579 (24,213,140) (9,375,561) 

(Loss) for the year - (1,553,610) (1,553,610) 
Other comprehensive income - - - 

Total comprehensive income / (loss) for the year -  (1,553,610) (1,553,610) 
 
Balance at 31 March 2019 14,837,579 (25,766,750) (10,929,171) 

    

Balance at 1 April 2019 14,837,579 (25,766,750) (10,929,171) 

Effect of change in accounting policy for AASB16 - (7,053) (7,053) 

    

(Loss) for the year - (982,526) (982,526) 

Other comprehensive income - - - 

Total comprehensive (loss) for the year -  (982,526) (982,526) 
 
Balance at 31 March 2020 14,837,579 (26,756,329) (11,918,750) 
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The above statement of changes in equity should be read in conjunction with the accompanying notes. 



 
 
 
 2020 2019 
 Notes $ $ 
Cash flows from operating activities   
Receipts from customers (inclusive of goods and services tax) 7,242,778 11,066,139 
Payments to suppliers and employees (inclusive of goods and 
services tax) 

 
(6,172,747) (9,977,770) 

Interest received  146 - 
Interest paid  (418,561) (481,326) 

Net cash provided by operating activities  651,616 607,043 

Cash flows from investing activities 
  

Payments for intangibles, plant and equipment (779,436) (575,077) 
Proceeds from sale of property, plant and equipment  10,428 - 
Net cash used in investing activities (769,008) (575,077) 

Cash flows from financing activities 
  

Interest paid (3,126) - 
Proceeds from borrowings 168,490 (187,849) 
Repayment of lease liabilities (59,732) - 
Net cash provided by / (used in) financing activities 105,632 (187,849) 

Net (decrease) / increase in cash and cash equivalents 
 

(11,760) (155,883) 
Cash and cash equivalents at the beginning of the financial year  11,760 167,643 
Cash and cash equivalents at end of year 7  - 11,760 

Earth Rules Pty Ltd 
Statement of cash flows 

for the year ended 31 March 2020
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The above statement of cash flows should be read in conjunction with the accompanying notes. 
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Earth Rules Pty Ltd  
Notes to the financial statements 

 31 March 2020 
 (continued) 

1 Summary of significant accounting policies 

(a)  General information 

Earth Rules Pty Ltd (the “Company”) is a company limited by shares, incorporated and domiciled in Australia. Its 
registered office and principal place of business is: 

Earth Rules Pty Ltd 
Suite 2.01, Level 2 
620 Church Street 
Richmond VIC 3121 

A description of the nature of the entity's operations and its principal activities is included in the directors' report on 
page 1. 

(b) Statement of compliance 

The financial report is a general purpose financial report, which has been prepared in accordance with the requirements 
of the Corporations Act 2001, Australian Accounting Standards - Reduced Disclosure Requirements and other 
authoritative pronouncements of the Australian Accounting Standards Board. The Company is a for-profit, private 
sector entity which is not publicly accountable. Therefore, the financial statements for the Company are general 
purpose financial statements which have been prepared in accordance with Australian Accounting Standards - 
Reduced Disclosure Requirements (AASB - RDRs).  

(c) Application of new and revised Accounting Standards 

In the current year, the company has adopted all of the new and revised Standards and Interpretations issued by 
the Australian Accounting Standards Board (the “AASB”). 

New and revised Standards and amendments thereof and Interpretations effective for the current year that are 
relevant to the Company include:  

AASB 16 – Leases 

In the current year, the company has applied AASB 16 (as issued by the AASB in January 2016) that is effective for 
annual periods that begin on or after 1 January 2019. AASB 16 introduces new or amended requirements with 
respect to lease accounting. It introduces significant changes to lessee accounting by removing the distinction 
between operating and finance lease and requiring the recognition of a right-of-use asset and a lease liability at 
commencement for all leases, except for short-term leases and leases of low value assets. In contrast to lessee 
accounting, the requirements for lessor accounting have remained largely unchanged. Details of these new 
requirements are described in note 1. The impact of the adoption of AASB 16 on the company's financial 
statements is described below. 

The date of initial application of AASB 16 for the Company is 1 April 2019. 

The company has applied AASB 16 using the cumulative catch-up approach, with adjustments to opening retained 
earnings for the transition to this standard. 

Impact of the new definition of a lease 

The company has made use of the practical expedient available on transition to AASB 16 not to reassess whether a 
contract is or contains a lease. Accordingly, the definition of a lease in accordance with AASB 117 and IFRIC 4 will 
continue to be applied to those contracts entered or modified before 1 April 2019. The change in definition of a 
lease mainly relates to the concept of control. AASB 16 determines whether a contract contains a lease on the 
basis of whether the customer has the right to control the use of an identified asset for a period of time in exchange 
for consideration. This is in contrast to the focus on 'risks and rewards' in AASB 117 and IFRIC 4. The company 
applies the definition of a lease and related guidance set out in AASB 16 to all contracts entered into or changed on 
or after 1 April 2019. In preparation for the first-time application of AASB 16, the company has carried out an 
implementation project. The project has shown that the new definition in AASB 16 will not significantly change the 
scope of contracts that meet the definition of a lease for the company. 
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Earth Rules Pty Ltd  
Notes to the financial statements 

 31 March 2020 
 (continued) 

1 Summary of significant accounting policies (continued) 

Impact on Lessee Accounting 

(i) Former operating leases 

AASB 16 changes how the company accounts for leases previously classified as operating leases under AASB 117, 
which were off balance sheet. 

Applying AASB 16, for all leases (except as noted below), the company: 

(a) Recognises right-of-use assets and lease liabilities in the statement of financial position, initially measured at the 
present value of the future lease payments; 

(b) Recognises depreciation of right-of-use assets and interest on lease liabilities in profit or loss; 

(c) Separates the total amount of cash paid into a principal portion (presented within financing activities) and interest 
(presented within financing activities) in the statement of cash flows. 

Lease incentives (e.g. rent-free period) are recognised as part of the measurement of the right-of-use assets and lease 
liabilities whereas under AASB 117 they resulted in the recognition of a lease incentive, amortised as a reduction of 
rental expenses generally on a straight-line basis. Under AASB 16, right-of-use assets are tested for impairment in 
accordance with AASB 136.  

For short-term leases (lease term of 12 months or less) and leases of low-value assets (such as tablet and personal 
computers, small items of office furniture and telephones), the company has opted to recognise a lease expense on a 
straight-line basis as permitted by AASB 16. This expense is presented within ‘other expenses’ in profit or loss. 

The company has used the following practical expedients when applying the cumulative catch-up approach to leases 
previously classified as operating leases applying AASB 117. 

- The company has applied a single discount rate to a portfolio of leases with reasonably similar characteristics 

- The company has adjusted the right-of-use asset as at the date of initial application by the amount of provision for 
onerous leases recognised under AASB 136 in the statement of financial position immediately before the date of initial 
applciation as an alternative to performing an impairment review. 

- The company has elected not to recognised right-of-use assets and lease liabilities to leases for which the lease term 
ends within 12 months of the date of initial application. 

- The company has excluded initial direct costs from the measurement of the right-of-use asset at the date of initial 
application. 

- The company has used hindsight when determining the lease term when the contains options to extend or terminate 
the lease. 

(ii) Former finance leases 

The main differences between AASB 16 and AASB 117 with respect to contracts formerly classified as finance leases 
is the measurement of the residual value guarantees provided by the lessee to the lessor. AASB 16 requires that the 
company recognises as part of its lease liability only the amount expected to be payable under a residual value 
guarantee, rather than the maximum amount guaranteed as required by AASB 117. The company does not have any 
finance leases (as a lessee or lessor).  

Impact on Lessor Accounting 

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

The company does not act as a lessor in its operations. 
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Earth Rules Pty Ltd  
Notes to the financial statements 

 31 March 2020 
 (continued) 

 

1 Summary of significant accounting policies (continued) 

Financial impact of initial application of AASB 16 

The weighted average lessees incremental borrowing rate applied to lease liabilities recognised in the statement of 
financial position on 1 April 2019 is 2.98%. 

The following table shows the operating lease commitments discloused in applying AASB 117 at 31 March 2019, 
discounted using the incremental borrowing rate at the date of initial application and the lease liabilities recognised 
in the statement of financal position at the date of initial application. 

Impact on retained earnings as at 1 April 2019 

 
 $ 
  
Operating lease commitments at 31 March 2019 134,872 

Effect of undiscounted entitled incentives from 1 April 2019 - 

Effect of discounting the above amounts (1,214) 

Present value of the lease payments due in periods covered by extension 
options that are included in the lease term and not previously included in 
operating lease commitments 

133,658 

Lease liabilities recognised at 1 April 2019 133,658 

 

The company has recognised $126,605 of right-of-use assets and $133,658 of lease liabilities upon transition to 
AASB 16. The difference of $7,053 is recognised in retained earnings. 

 

New standards and interpretation not yet adopted 

At the date of authorisation of the financial statements, the Standards and Interpretations listed below were in issue 
but not yet effective. The impact of these standards will be assessed in future periods. 

 

Standard/Interpretation 

  

Effective for annual 
reporting periods 
beginning on or after 

Expected to be initially 
applied in the financial 
year ending 

AASB 2019-1 Amendments to Australian 
Accounting Standards – References to the 
Conceptual Framework  1 January 2020 31 March 2021 

AASB 2019-5 Amendments to Australian 
Accounting Standards – Disclosure of the Effect of 
New IFRS Standards Not Yet Issued in Australia  1 January 2020 31 March 2021 
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Earth Rules Pty Ltd  
Notes to the financial statements 

 31 March 2020 
 (continued) 

1 Summary of significant accounting policies (continued) 

(d)  Basis of preparation 

The financial statements have been prepared on the historical cost basis except for certain non-current assets and 
financial instruments that are measured at revalued amounts or fair values at the end of each reporting period, as 
explained in the accounting policies below. Historical cost is generally based on the fair value of the consideration given 
in exchange for assets. 

The principal accounting policies adopted in the preparation of these financial statements are set out below. These 
policies have been consistently applied to all the years presented, unless otherwise stated. The financial statements 
are for Earth Rules Pty Ltd. 

(e)  Foreign currency translation 

(i) Functional and presentation currency 

Items included in the financial statements of the company are measured using the currency of the primary 
economic environment in which the company operates ('the functional currency'). The financial statements are 
presented in Australian dollars, which is Earth Rules Pty Ltd's functional and presentation currency. 

 (ii) Transactions and balances 

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the 
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and 
from the translation at year end exchange rates of monetary assets and liabilities denominated in foreign currencies 
are recognised in profit or loss, except when they are deferred in equity as qualifying cash flow hedges and qualifying 
net investment hedges or are attributable to part of the net investment in a foreign operation. 

Foreign exchange gains and losses that relate to borrowings are presented in the income statement, within finance 
costs. All other foreign exchange gains and losses are presented in the income statement on a net basis within cost of 
sales. 

(f)  Revenue recognition 

Revenue is recognised for the major business activities as follows: 

(i) Sale of goods 

Revenue from sales of goods represents the revenue from distributing coffee and other products to customers. The 
delivery of the goods is a distinct performance obligation which is satisfied when the inventory sold has been transferred 
to the customer. The transaction price is determined based on the sale price set for the item purchased, less rebates 
and/or discounts what the customer may be entitled to take up at the time of the retail to the end customer. The 
rebate/discount payable to the customer is estimated and recorded at the time the sale is made to the customer by the 
Company, based the expected value method. Once the goods are delivered to the customer, the Company have the 
right to invoice the customer. Therefore, the performance obligation is satisfied “at a point in time”. 

(ii) Machine Rentals 

Revenue from machine rentals represents the revenue from rental fees charged for the coffee machines provided to 
customers. The rendering of services is a distinct performance obligation and revenue on this is recognised when the 
service is provided to the customer. The price of the services is based on the agreed contracts. The customer receives 
and consumes the benefit of the service as it is performed. Therefore, the performance obligation is satisfied “over 
time”. 

(iii) Interest revenue 

Interest revenue is recognised when it is earned. 
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Earth Rules Pty Ltd  
Notes to the financial statements 

 31 March 2020 
 (continued) 

1 Summary of significant accounting policies (continued) 

(g)  Income tax 

Tata Consumer Products Australia Pty Ltd is the head company of a tax-consolidated group with Earth Rules Pty 
Ltd under Australian taxation law. The members of the tax-consolidated group are taxed as a single entity. 

Earth Rules Australia Pty Ltd is subject to income tax through its membership of the tax-consolidated group. The 
consolidated current and deferred tax amounts for the tax-consolidated group are allocated to the members of the 
tax-consolidated group using the 'separate taxpayer within group' approach, with deferred taxes being allocated by 
reference to the carrying amounts in the financial statements of each member entity and the tax values applying 
under tax consolidation. Current tax liabilities and assets and deferred assets arising from unused tax losses and 
relevant tax credits arising from this allocation process are then accounted for as immediately assumed by the head 
entity as under Australian taxation law the head entity has the legal obligation (or right) to these amounts. 

The ‘separate taxpayer within group’ approach provides for the determination of the allocation of income tax liabilities 
between the entities should the head entity default on its tax payment obligations or if an entity leaves the tax-
consolidated group. The company's liability for tax payable by the tax-consolidated group is limited to the allocated 
amount under the ‘separate taxpayer within group’ approach. 

Current tax 

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the taxable 
profit or tax loss for the period. It is calculated using tax rates and tax laws that have been enacted or substantively 
enacted by reporting date. Taxable profit differs from profit before tax as reported in the statement of profit or loss 
and other comprehensive income because of items of income or expense that are taxable or deductible in other 
years and items that are never taxable or deductible. 

Deferred tax 

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the 
financial statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities 
are generally recognised for all taxable temporary differences. Deferred tax assets are generally recognised for all 
deductible temporary differences to the extent that it is probable that taxable profits will be available against which 
those deductible temporary differences can be utilised. Such deferred tax assets and liabilities are not recognised if 
the temporary difference arises from the initial recognition (other than in a business combination) of assets and 
liabilities in a transaction that affects neither the taxable profit nor the accounting profit. In addition, deferred tax 
liabilities are not recognised if the temporary differences arises from the initial recognition of goodwill. 

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent 
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be 
recovered. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the 
liability is settled or the asset realised, based on tax rates (and tax laws) that have been enacted or substantively 
enacted by the end of the reporting period. The measurement of deferred tax liabilities and assets reflects the tax 
consequences that would follow from the manner in which the company expects, at the end of the reporting period, 
to recover or settle the carrying amount of its assets and liabilities. 

Deferred tax liabilities and assets are offset when there is a legally enforceable right to set off current tax assets 
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the 
company intends to settle its current tax assets and liabilities on a net basis. 

(h)  Leases 

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and 
rewards of ownership to the lessee. All other leases are classified as operating leases. 

Leases (Before April 1, 2019) 

The company as lessee 

Rentals payable under operating leases are charged to profit or loss on a straight-line basis over the term of the 
relevant lease. Lease incentives received from lessors are recognised as reductions of rental expense on a straight-
line basis over the period of the lease.  

 

 

 
 
14 



Earth Rules Pty Ltd  
Notes to the financial statements 

 31 March 2020 
 (continued) 

1 Summary of significant accounting policies (continued) 

(h)  Leases (continued) 

Leases (From April 1, 2019) 

The company as lessee 

The company assesses whether a contract is or contains a lease, at inception of the contract. The company 
recognises a right-of-use asset and a corresponding lease liability with respect to all lease arrangements in which it 
is the lessee, except for short-term leases (defined as leases with a lease term of 12 months or less) and leases of 
low value assets. For these leases, the company recognises the lease payments as an operating expense on a 
straight-line basis over the term of the lease unless another systematic basis is more representative of the time 
pattern in which economic benefits from the leased assets are consumed. 
 
When a contract includes lease and non-lease components, the company applies AASB 15 Revenue from Contracts 
from Customers to allocate the consideration under the contract to each component. 

(i)  Impairment of assets 

Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are tested annually 
for impairment, or more frequently if events or changes in circumstances indicate that they might be impaired. Other 
assets are tested for impairment whenever events or changes in circumstances indicate that the carrying amount may 
not be recoverable. An impairment loss is recognised for the amount by which the asset's carrying amount exceeds its 
recoverable amount. The recoverable amount is the higher of an asset's fair value less costs to sell and value-in-use. 
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately 
identifiable cash inflows which are largely independent of the cash inflows from other assets or groups of assets (cash-
generating units). Non-financial assets other than goodwill that suffered an impairment are reviewed for possible reversal 
of the impairment at the end of each reporting period. 

(j)  Cash and cash equivalents 

For the purpose of presentation in the statement of cash flows, cash and cash equivalents includes cash on hand, 
deposits held at call with financial institutions, other short-term, highly liquid investments with original maturities of three 
months or less that are readily convertible to known amounts of cash and which are subject to an insignificant risk of 
changes in value, and bank overdrafts. Bank overdrafts are shown within borrowings in current liabilities in the 
statement of financial position. 

(k)  Financial assets 

All recognised financial assets are measured subsequently in their entirety at either amortised cost or fair value, 
depending on the classification of the financial assets. 

Impairment of financial assets 

The Company always recognised lifetime expected credit losses for trade receivables and amounts due from 
customers. The expected credit losses on these financial assets are estimated using a provision matrix based on the 
Company’s historical credit loss experience, adjusted for factors that are specific to the debtors, general economic 
conditions and as assessment of both the current as well as the forecast direction of conditions at the reporting date, 
including time value of money where appropriate. 

(l)  Inventories 

Finished goods 

Finished goods are stated at the lower of cost and net realisable value. Costs of purchased inventory are determined 
after deducting rebates and discounts.  Net realisable value is the estimated selling price in the ordinary course of 
business less the estimated costs of completion and the estimated costs necessary to make the sale. 
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Earth Rules Pty Ltd 
Notes to the financial statements 

 31 March 2020 
 (continued) 

1 Summary of significant accounting policies (continued) 

(m)  Property, plant and equipment 

Property, plant and equipment is stated at historical cost less depreciation. Historical cost includes expenditure that is 
directly attributable to the acquisition of the items. 

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only 
when it is probable that future economic benefits associated with the item will flow to the company and the cost of the 
item can be measured reliably. The carrying amount of any component accounted for as a separate asset is 
derecognised when replaced. All other repairs and maintenance are charged to profit or loss during the reporting period 
in which they are incurred. 

Depreciation is calculated using the straight-line method to allocate their cost or revalued amounts, net of their residual 
values, over their estimated useful lives or, in the case of leasehold improvements and certain leased plant and 
equipment, the shorter lease term as follows: 

 Coffee machines 
 Motor vehicles 
 Office furniture and equipment 
 IT equipment 
 Café equipment 

5 years 
5 years 
5 years 
3 years 
5 years 

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

An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying amount   is 
greater than its estimated recoverable amount (note 1(i)). 

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in 
profit or loss. When revalued assets are sold, it is company policy to transfer any amounts included in other reserves 
in respect of those assets to retained earnings. 

(n)  Intangible Assets 

Computer software 

Computer software has a finite useful life and is carried at cost less accumulated amortisation and impairment losses. 
Amortisation is calculated using the straight line method to allocate the cost of computer software over its estimated 
useful life of 7 years. 

(o)  Trade and other payables 

These amounts represent liabilities for goods and services provided to the company prior to the end of financial year 
which are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition. Trade and other 
payables are presented as current liabilities unless payment is not due within 12 months from the reporting date. They 
are recognised initially at their fair value and subsequently measured at amortised cost using the effective interest 
method. 

(p)  Borrowings 

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently 
measured at amortised cost. Any difference between the proceeds (net of transaction costs) and the redemption 
amount is recognised in profit or loss over the period of the borrowings using the effective interest method. Fees paid 
on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that it is probable 
that some or all of the facility will be drawn down. In this case, the fee is deferred until the draw down occurs. To the 
extent there is no evidence that it is probable that some or all of the facility will be drawn down, the fee is capitalised 
as a prepayment for liquidity services and amortised over the period of the facility to which it relates.Borrowings are 
classified as current liabilities unless the company has an unconditional right to defer settlement of the liability for at 
least 12 months after the reporting period. 

(q)  Borrowing costs 

Borrowing costs incurred for the construction of any qualifying asset are capitalised during the period of time that is 
required to complete and prepare the asset for its intended use or sale. Other borrowing costs are expensed. 

 

 16 



Earth Rules Pty Ltd 
Notes to the financial statements 

 31 March 2020 
 (continued) 

1 Summary of significant accounting policies (continued) 

(r)  Provisions 

Provisions are recognised when the company has a present legal or constructive obligation as a result of past events, 
it is probable that an outflow of resources will be required to settle the obligation and the amount has been reliably 
estimated. Provisions are not recognised for future operating losses. 

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is 
determined by considering the class of obligations as a whole. A provision is recognised even if the likelihood of an 
outflow with respect to any one item included in the same class of obligations may be small. 

Provisions are measured at the present value of management's best estimate of the expenditure required to settle the 
present obligation at the end of the reporting period. The discount rate used to determine the present value is a pre-tax 
rate that reflects current market assessments of the time value of money and the risks specific to the liability. The increase 
in the provision due to the passage of time is recognised as interest expense. 

(s)  Employee benefits 

(i) Wages and salaries, and annual leave 

Liabilities for wages and salaries, and annual leave expected to be settled within 12 months of the end of each reporting 
period are recognised in other payables and current provisions respectively, in respect of employees' services up to 
the end of each reporting period and are measured at the amounts expected to be paid when the liabilities are settled. 

(ii) Long service leave 

The liability for long service leave is recognised in the provision for employee benefits and measured as the present 
value of expected future payments to be made in respect of services provided by employees up to the end of each 
reporting period using the projected unit credit method. Consideration is given to expected future wage and salary 
levels, experience of employee departures and periods of service. Expected future payments are discounted using 
market yields at the end of each reporting period on national government bonds with terms to maturity and currency 
that match, as closely as possible, the estimated future cash outflows. 

(t) Goods and Services Tax (GST) 

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not 
recoverable from the taxation authority. In this case it is recognised as part of the cost of acquisition of the asset or as 
part of the expense. 

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST 
recoverable from, or payable to, the taxation authority is included with other receivables or payables in the statement 
of financial position. 

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing 
activities which are recoverable from, or payable to the taxation authority, are presented as operating cash flows. 

2 Critical accounting estimates and judgements 

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including 
expectations of future events that may have a financial impact on the entity and that are believed to be reasonable 
under the circumstances. 

(a) Critical accounting estimates and assumptions 

The company makes estimates and assumptions concerning the future. The resulting accounting estimates will, by 
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing 
a material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below. 
 
(i) Going concern 

Earth Rules Pty Ltd has reported a net loss of $982,526, net liabilities of $11,918,750 and net current liabilities of 
$13,555,218. The directors have received an irrevocable letter of support from Tata Consumer Products Limited (the 
ultimate parent company) indicating that it will provide financial and other support for at least 12 months from the issue 
date of the annual financial report. In turn, the directors are satisfied they will continue to provide support to Earth Rules 
Pty Ltd to ensure that Earth Rules Pty Ltd is able to meet its obligations as and when they fall due over the next twelve 
months from the date of signing these accounts. 
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Earth Rules Pty Ltd 
Notes to the financial statements 

 31 March 2020 
 (continued) 

3 Revenue 
2020 2019 

$  $ 

Sale of goods 5,140,963 7,760,445

Services revenue - machine rental 1,091,331 1,444,273

 6,232,294 9,204,718

 
4 Other income 

2020   2019 
$   $  

Other income 15,928 4,586 

Interest from third parties 146 - 

 16,074 4,586 

5 Expenses 

2020   2019 
$   $  

Loss before income tax includes the following specific expenses:   

Employee benefits expenses   

Termination benefits 56,909 33,470
Other employee benefits 1,159,404 1,460,403
Total employee benefits expenses 1,216,313 1,493,873

   

Depreciation and amortisation   

-included in administration expenses 108,783 57,753

-included in cost of sales 495,990 540,325

   

Finance costs   

Interest on bank overdrafts 418,561 481,326

Interest on lease liabilities 3,126 -

Total finance costs 421,687 481,326
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Earth Rules Pty Ltd 
Notes to the financial statements 

 31 March 2020 
 (continued) 

6 Income taxes 

6.1 Income tax recognised in profit or loss   
 2020 2019 
 $ $ 
Current tax   
In respect of the current year - - 
In respect of prior year - - 

 - - 

   
6.2 Unrecognised deductible temporary differences, unused tax losses and unused tax credits 
The company joined a multiple entry consolidated (MEC) group on 29 November 2019. Upon joining the MEC 
group, management has concluded that only part of the unused tax losses as at 29 November 2019 could be 
transferred to the MEC group. 

 2020 2019 
 $ $ 
Deductible temporary differences, unused tax losses and unused tax credits for 
which no deferred tax assets have been recognised are attributable to the 
followings: 

 

- tax losses (revenue in nature) 5,885,734 5,560,623 
- deductible temporary differences from provisions 196,061 228,815 

 6,081,795 5,789,438 

 
7 Current assets - Cash and cash equivalents 
 2020 2019 

 $ $ 
 

Cash at bank and in hand 
  

- 
  

11,760 
 

8 Current assets - Trade and other receivables 
 2020 2019 

 $ $ 

Trade receivables 1,051,375 1,766,316 
Provision for doubtful debts (31,066) (69,430) 
Other receivables 26,138 22,694 

 1,046,447 1,719,580  

9 Current assets - Inventories  
 2020 2019 

 $ $ 

Finished goods    673,758   972,406 

Stock in transit    64,258   122,986 

Provision for obsolete stock (206,893) (277,099) 

 531,123 818,293 

 
10 Other current assets  
 2020 2019 

 $ $ 

Prepayments  -  34,679 
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Earth Rules Pty Ltd 
Notes to the financial statements 

 31 March 2020 
 (continued) 

11 Non-current assets - Property, plant and equipment 
 2020 2019 
 $ $ 
Carrying amounts of:   

Coffee machines 1,414,389 1,167,014 
Office furniture and equipment 8,040 10,931 
Motor vehicles 71,008 79,892 
IT equipment 14,663 23,376 
Café equipment 22,644 11,458 

 1,530,744 1,292,671 

  
Coffee 

machines 
Office furniture and 

equipment 
Motor 

vehicles 
IT equipment Café equipment Total 

$ $      $ $ $ $ 
Cost  

 
 

   

Balance at 31 March 2019 3,785,835 29,572 101,732 63,790 17,221 3,998,150 
Additions 776,595 - - - 14,510 791,105 
Disposals (222,650) - - (10,098) (1,874) (234,622) 
Balance at 31 March 2020 4,339,780 29,572 101,732 53,692 29,857 4,554,633 

              
  Coffee 

machines 
Office furniture and 

equipment 
Motor 

vehicles 
IT equipment Café equipment Total 

  $ $      $ $ $ $ 

Accumulated depreciation           
Balance at 31 March 2019 (2,618,821)  (18,641) (21,840)       (40,414) (5,763) (2,705,479) 

Eliminated on disposals of assets 189,420 - - 10,098 1,874 201,392 

Depreciation expense (495,990) (2,891) (8,884)       (8,713) (3,324) (519,802) 

Balance at 31 March 2020 (2,925,391) (21,532) (30,724) (39,029)  (7,213) (3,023,889) 
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Earth Rules Pty Ltd 
Notes to the financial statements 

 31 March 2020 
 (continued) 

12 Non-current assets - Intangible assets 
 2020 2019
 $ $

Carrying amounts of:  
Software 60,833 65,343

 60,833 65,343

 
 Software Total

 $ $
Cost or valuation   
Balance at 31 March 2019 140,278 140,278
Additions 21,560 21,560
Disposals - -

Balance at 31 March 2020 161,838 161,838

 
 Software Total

 $ $
Accumulated amortisation   
Balance at 31 March 2019 (74,935) (74,935)
Eliminated on disposals of assets - -
Amortisation expense (26,070) (26,070)

Balance at 31 March 2020 (101,005) (101,005)

 
 
13 Current liabilities - Trade and other payables 

 2020 2019 

 $ $ 

Trade payables 356,782 359,763 

Related party payables – Tata Global Beverages Services 157,000 - 

Related party payables – Tata Consumer Products Australia 93,404 145,641 

Related party payables – Tata Consultancy Services Ltd 48,986 - 

Related party payables – Tata Coffee Ltd 63,323 - 

Accrued expenses 186,535 368,578 

Other payables 136,420 141,870 

 1,042,450 1,015,852  

 
14 Current liabilities – Borrowings 

2020 2019
 $ $

Unsecured   
Bank Overdraft 13,796,143 13,627,653
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Earth Rules Pty Ltd 
Notes to the financial statements 

 31 March 2020 
 (continued) 

15 Current liabilities - Provisions 
 2020 2019
 $ $

Employee benefits (a) 231,045 215,266
 

(a) Amounts not expected to be settled within 12 months 

The current provision for employee benefits includes accrued annual leave, vesting sick leave and long service leave. For long 
service leave it covers all unconditional entitlements where employees have completed the required period of service and also 
those where employees are entitled to pro-rata payments in certain circumstances. The entire amount of the provision is 
presented as current, since the company does not have an unconditional right to defer settlement for any of these obligations. 
However, based on past experience, the company does not expect all employees to take the full amount of accrued leave or 
require payment within the next 12 months. 

      2020 
   $ 

    2019 
        $ 

Current leave obligations expected to be settled after 12 months           74,085   72,674 
 
 
 
16 Non-current liabilities – Provisions 

  2020 2019
  $ $

Employee benefits - long service leave  12,038 12,726

Total  12,038 12,726

 
17 Contributed equity 

(a) Share capital 
  2020 2019  2020      2019 
Shares Shares     $         $ 

Ordinary shares 
Fully paid                                                                           49                      49        14,837,579           14,837,579                   

(b) Ordinary shares 

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the company in 
proportion to the number of and amounts paid on the shares held. 

On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is entitled to one vote, 
and upon a poll each share is entitled to one vote. 

Ordinary shares have no par value and the company does not have a limited amount of authorised capital. 
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Earth Rules Pty Ltd 
Notes to the financial statements 

 31 March 2020 
 (continued) 

18 Accumulated losses 

Movements in accumulated losses were as follows: 
  

 2020 2019

$ $

Balance 1 April (25,766,750) (24,213,140)

Effect of change in accounting policy  (7,053) -

Net loss for the year (982,526) (1,553,610)

Balance 31 March (26,756,329) (25,766,750)
 
 

19 Dividends 

(a) Ordinary shares 

No dividends have been paid during the financial year. The director does not recommend that a dividend be paid in 
respect of the financial year (2019: $nil). 

(b) Franked dividends 

The franked portions of the final dividends recommended after 31 March 2020 will be franked out of existing franking 
credits or out of franking credits arising from the payment of income tax in the year ended 31 March 2020. 

2020 2019 
$  $  

Franking credits available for subsequent reporting periods based on a tax rate of 
30.0% (2019 - 30.0%) 

The above amounts represent the balance of the franking account as at the end of the reporting period, adjusted for: 
(a) franking credits that will arise from the payment of the amount of the provision for income tax 
(b) franking debits that will arise from the payment of dividends recognised as a liability at the reporting date, and 
(c) franking credits that will arise from the receipt of dividends recognised as receivables at the reporting date. 

 
 
20 Contingencies 

The company had no contingent liabilities at 31 March 2020 (2019: nil). 

- - 
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Notes to the financial statements 

 31 March 2020 
 (continued) 

21 Leases (Company as a lessee) 
 
21.1 Right-of-use assets 

      2020      2019 
      $      $ 
Carrying amounts of:   

Buildings 67,708 - 
Office equipment (3) - 

 67,705 - 

 
 Buildings Office 

equipment 
Total 

 $ $ $ 
Cost    
Balance at 31 March 2019 - - - 
Additions 125,740 865 126,605 

Balance at 31 March 2020 125,740 865 126,605 

 
 Buildings Office 

equipment 
Total 

 $ $ $ 
Accumulated depreciation    
Balance at 31 March 2019 - - - 
Charge for the year (58,032) (868) (58,900) 

Balance at 31 March 2020 (58,032) (868) (58,900) 
 
21.2 Amounts recognised in profit and loss 

 2020 
 $ 
Depreciation expense on right-of-use assets 58,900 
Interest expense on lease liabilities 3,126 

 
 
22 Lease liabilities 

 2020 
 $ 
Non-current 10,776 
Current 63,150 

 73,926 

 
23 Events occurring after the reporting period 

The outbreak of COVID-19 in Australia and the subsequent measures imposed by the Australian and other governments 
as well as the travel and trade restrictions imposed by Australia and other countries in early 2020 have caused disruption 
to businesses and economic activity. The financial effects of COVID-19 have been reflected in the Company’s financial 
statements at 31 March 2020.  

The impact of COVID-19 on different industries and companies varies substantially. For Earth Rules Pty Ltd, the impact 
from the quarantine measures put in place has been material, with operations continuing substantially at below normal 
levels. The easing of restrictions is expected to further support business as usual. Therefore, it is expected that a material 
impact will result from the COVID-19 crisis on the Company’s earnings, cashflow and financial condition. 
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 31 March 2020 
 (continued)  

Given the inherent unpredictability associated with the COVID-19 outbreak and any further contingency measures that 
may be put in place by the relevant governments and corporate entities combined with customer behaviours, the actual 
financial impact of the COVID-19 outbreak, if any, on the Company’s 2021 financial statements could be significantly 
different from the expectations disclosed above depending on how the situation evolves. 
 
No other matter or circumstance has occurred subsequent to year end that has significantly affected, or may significantly 
affect, the operations of the entity, the results of those operations or the state of affairs of the entity in subsequent 
financial years. 
 
24 Parent Entities 
The immediate parent entity is Tata Consumer Products Overseas Holdings Limited (incorporated in the United 
Kingdom), which is wholly owned by Tata Global Beverages Services Limited (incorporated in United Kingdom). The 
ultimate parent entity is Tata Consumer Products Limited (incorporated in India). 
 
25 Related party transactions 
 
25.1 Trading transactions   
During the year, group entities entered into the following trading transactions with related parties that are not 
members of the Group: 

   Purchases of goods 
    2020 2019 
    $ $ 
      

Tata Coffee Ltd    165,260 57,654 
Tata Consumer Products Australia Pty Ltd    171,214 116,632 
 
The following balances were outstanding at the end of the reporting period: 
 

   Amounts owed to related 
parties  

    2020 2019 
    $ $ 
      

Tata Consultancy Services Ltd    48,986 11,622 
Tata Coffee Ltd    63,323 - 
Tata Consumer Products Australia Pty Ltd   93,405 145,641 
Tata Global Beverages Services Ltd    157,000 - 
 
The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received. No 
expense has been recognised in the current or prior years for bad or doubtful debts in respect of the amounts owed by 
related parties. 
 
25.2 Other related party transactions 
 
In addition to the above, during the year the company received certain administrative services from related parties, 
amounts being charged were as follows: 
 

   Administrative services 
charged by related parties 

    2020 2019 
    $ $ 
      

Eight O’clock Coffee Company    - 27,103 
Tata Consultancy Services Ltd    77,018 52,333 
Tata Global Beverages Australia Pty Ltd    131,650 501,122 
Tata Global Beverages Services Ltd    169,471 691,669 
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The directors declare that: 
 
(a)   in the directors’ opinion, there are reasonable grounds to believe that the company will be able to pay its debts as 
and when they become due and payable 
 

(b)   in the directors’ opinion, the attached financial statements and notes thereto are in accordance with the Corporation 
Act 2001, including compliance with accounting standards and giving a true and fair view of the financial position and 
performance of the entity. 
 
Signed in accordance with a resolution of the directors made pursuant to s.295(5) of the Corporations Act 2001. 
 
On behalf of the Directors  

 

 

 

 

 

Stephen Eyre 
Director 

Melbourne 
18th June 2020
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Independent Auditor’s Report to the members of 
Earth Rules Pty Ltd 

 
Opinion 

We have audited the financial report of Earth Rules Pty Ltd (the “Entity”), which comprises the statement 

of financial position as at 31 March 2020, the statement of profit or loss and other comprehensive income, 

statement of changes in equity and statement of cash flows for the year then ended, and notes to the 

financial statements, including a summary of significant accounting policies, and the declaration by the 

directors. 

In our opinion, the accompanying financial report of Earth Rules Pty Ltd, is in accordance with the 

Corporations Act 2001, including: 

(a) giving a true and fair view of the Entity’s financial position as at 31 March 2020 and of its 

performance for the year ended on that date; and 

(b) complying with Australian Accounting Standards – Reduced Disclosure Requirements and the 

Corporations Regulations 2001. 

Basis for Opinion 

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

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

of our report. We are independent of the Entity in accordance with the auditor independence requirements 

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

Standards Board’s APES 110 Code of Ethics for Professional Accountants (the Code) that are relevant to 

our audit of the financial report in Australia. We have also fulfilled our other ethical responsibilities in 

accordance with the Code.  

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

given to the directors of Earth Rules Pty Ltd, would be in the same terms if given to the directors as at the 

time of this auditor’s report. 

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

our opinion. 

Other Information 

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

included in the Entity’s directors’ report for the year ended 31 March 2020, but does not include the 

financial report and our auditor’s report thereon. Our opinion on the financial report does not cover the 

other information and we do not express any form of assurance conclusion thereon.  

In connection with our audit of the financial report, our responsibility is to read the other information and, 

in doing so, consider whether the other information is materially inconsistent with the financial report or 

our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the 

work we have performed, we conclude that there is a material misstatement of this other information, we 

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

 

Deloitte Touche Tohmatsu 

ABN 74 490 121 060 

477 Collins  Street 

Melbourne, VIC, 3000 

Australia 

 

Tel:  +61 3 9671 7000 

www.deloitte.com.au 
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Responsibilities of the Directors for the Financial Report 

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

and fair view in accordance with Australian Accounting Standards – Reduced Disclosure Regime and the 

Corporations Act 2001 and for such internal control as the directors determine is necessary to enable the 

preparation of the financial report that gives a true and fair view and is free from material misstatement, 

whether due to fraud or error.   

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

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

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

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

Auditor’s Responsibilities for the Audit of the Financial Report  

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

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

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

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

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

in the aggregate, they could reasonably be expected to influence the economic decisions of users taken 

on the basis of this financial report. 

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

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

• Identify and assess the risks of material misstatement of the financial report, whether due to fraud 

or error, design and perform audit procedures responsive to those risks, and obtain audit evidence 

that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material 

misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve 

collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.  

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures 

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 

effectiveness of the Entity’s internal control.  

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

estimates and related disclosures made by the directors.  

• Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, 

based on the audit evidence obtained, whether a material uncertainty exists related to events or 

conditions that may cast significant doubt on the Entity’s ability to continue as a going concern. If we 

conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report 

to the related disclosures in the financial report or, if such disclosures are inadequate, to modify our 

opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s 

report. However, future events or conditions may cause the Entity to cease to continue as a going 

concern.  

• Evaluate the overall presentation, structure and content of the financial report, including the 

disclosures, and whether the financial report represents the underlying transactions and events in a 

manner that achieves fair presentation.  
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We communicate with the directors regarding, among other matters, the planned scope and timing of the 

audit and significant audit findings, including any significant deficiencies in internal control that we identify 

during our audit.  

DELOITTE TOUCHE TOHMATSU 

Shodai Enters 
Partner 
Chartered Accountants 

Melbourne, 18 June 2020 


