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General Information

The financial statements cover Challenge Community Services as an individual entity. The financial statements are
presented in Australian dollars, which is Challenge Community Services' functional and presentation currency.

Challenge Community Services is a not-for-profit unlisted public company limited by guarantee, and is registered with
the Australian Charities and Not-for-profits Commission.

The financial statements were authorised for issue, in accordance with a resolution of directors on 29th October 2021.



Challenge Community Services

ABN: 17 059 209 675

Directors' Report
30 June 2021

The directors present their report, together with the financial statements on Challenge Community Services for the financial
year ended 30 June 2021.

1. General information

The following persons were directors of Challenge Community Services during, or since the end of, the financial year:

Mr William Warburton

Qualifications Retired Accountant

Experience Chairman (appointed February 2019) Board member since 2010

Mr Edward Wilkinson

Qualifications Farmer

Experience Previous Chairman, Board member since 1993

Mr Kevin Kelly

Qualifications Retired Farmer

Experience Previous Chairman, Board member since 1993

Mr Paul Gruber

Qualifications Farmer and contractor

Experience Board member since 2001

Mr Christopher Durkin

Qualifications Retired Council Officer

Experience Board member since 2002

Ms Louise Matthews

Qualifications Business Woman

Experience Board member since 2003

Mrs Lesley Hood

Qualifications Special Needs Assistant

Experience Board member since 2008 - Resigned 17/07/2021

Mr John Glynn

Qualifications Retired Lawyer

Experience Board Member since 2017.
Over 40 years of experience in law. Member of Tamworth First Light
Rotary

Dr Stephen Howle Appointed 10 February 2020

Qualifications Medical Practitioner OAM

Experience Medical Practitioner since 1972. Retired 2018
On the board of HealthWISE, a not-for-profit organisation that offers
allied health services in New England, North West and southern
Queensland. Also a board member of Peel Health Care, a local
Tamworth general practice.
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Challenge Community Services

ABN: 17 059 209 675

Directors' Report
30 June 2021

1. General information

Directors have been in office since the start of the financial year to the date of this report unless otherwise stated.

Company secretary

Mr Peter Maher is the Company's Chief Executive Officer and company secretary from 25th September 2020.

Review of operations

The profit of the Company after providing for income tax amounted to $ 2,336,352 (2020: $2,109,175).

Principal activities

The principal activity of Challenge Community Services during the financial year were the provision of :

 Services for people with a disability; and

 Permanency Support Program (PSP) services under contract with NSW Department of Communities & Justice.

No significant changes in the nature of the Company's activity occurred during the financial year.

Short term objectives

Management's objectives for the short and long term are:

 Maintain focus on core activities;

 Grow market share in chosen markets;

 Be an employer of choice;

 Strengthen the financial position of the organisation.

Strategy for achieving the objectives

To achieve these objectives, the Company has adopted the following strategies:

 Review and renew the organisation's strategic plan;

 Establish priorities and allocate resources to support strategic priorities;

 Position Challenge Community Services as a provider of choice in an NDIS environment;

 Continue to attract service users by offering innovative service delivery models;

 Provide training, career progression and development opportunities;

 Continue to establish out-of-home-care services to fulfil obligations under the contract with NSW Department of

Communities & Justice;
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Challenge Community Services

ABN: 17 059 209 675

Directors' Report
30 June 2021

1. General information

Strategy for achieving the objectives

 Invest in fully integrated systems and processes that will support desired growth, new service delivery models,

and provide better information flows throughout the organisation;

 Improve efficiencies of back-office and administrative functions;

 Constantly review and improve all operations of Challenge Community Services.

Performance measures

The following measures are used within the Company to monitor performance:

 Staff survey results and staff retention;

 Service user surveys and service user retention;

 Feedback from other stakeholders;

 Quality audit results; and

 Financial performance against budget, gearing, liquidity and cashflow.

Members' guarantee

Challenge Community Services is incorporated under the Corporations Act 2001 and is a company limited by
guarantee. In the event of, and for the purpose of winding up of the company, the constitution states that the amount
capable of being called up from each member and any person or association who ceased to be a member in the year
prior to the winding up, is limited to $100.

At 30 June 2021 the collective liability of members was $ 5,300 (2020: $ 5,500).

Matters or circumstances arising after the end of the year

The impact of the Coronavirus (COVID-19) pandemic is ongoing and it is not practicable to estimate the potential
impact, positive or negative, after the reporting date. The situation is continuously developing and is dependent on
measures imposed by the Australian Government, such as maintaining social distancing requirements, quarantine,
travel restrictions and any economic stimulus that may be provided.

Except for the above, no other matters or circumstances have arisen since the end of the financial year which
significantly affected or could significantly affect the operations of the Company, the results of those operations or the
state of affairs of the Company in future financial years.
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Challenge Community Services

ABN: 17 059 209 675

Auditor's Independence Declaration under Section 60-40 of the Australian
Charities and Not-for-profits Commission Act 2012 to the Directors of
Challenge Community Services

I declare that, to the best of my knowledge and belief, during the year ended 30 June 2021, there have been:

(i) no contraventions of the auditor independence requirements as set out in the Australian Charities and Not-for-
profits Commission Act 2012 in relation to the audit; and

(ii) no contraventions of any applicable code of professional conduct in relation to the audit.

PKF NENW Audit & Assurance Pty Ltd

Margaret van Aanholt

Director

Tamworth, NSW 2340

Dated this 29th day of October 2021

PKF NENW Audit & Assurance Pty Limited Tamworth
ABN 39 082 276 506 22-24 Bourke Street, PO Box 1900
Registered Auditor 306435 Tamworth NSW 2340
Liability limited by a scheme approved p +61 2 6768 4500 f +61 2 6766 4322
approved under Professional
Standards Legislation

PKF NENW Audit & Assurance Pty Limited is a member firm of the PKF International Limited family of legally independent firms and does
not accept any responsibility or liability for the actions or inactions of any individual member or correspondent firm or firms.
Web www.pkf-nenw.com.au PKF Australia www.pkf.com.au
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Challenge Community Services

ABN: 17 059 209 675

Statement of Profit or Loss and Other Comprehensive Income
For the Year Ended 30 June 2021

Note

2021

$

2020

$

Revenue - contracts with customers 4 103,585,558 93,802,430

Other income 4 673,661 712,048

Cost of good sold (746,565) (697,733)

Employee benefits expense 6 (69,821,177) (59,785,939)

IT expenses (463,321) (374,646)

Depreciation and amortisation expense 6 (6,530,714) (5,775,130)

Rent paid 6 (233,384) (570,569)

Consultancy (134,417) (205,664)

Motor vehicle expenses (1,197,723) (1,217,353)

Property expenses (1,243,576) (1,176,597)

Telephone and Communication expenses (815,417) (832,206)

Training (247,249) (270,792)

Out of Home Care expenses (16,331,227) (17,556,198)

Labour Hire Costs (158,910) (93,812)

Loss on disposal of plant and equipment 6 (46,476) (51,091)

Other expenses (3,549,250) (3,406,452)

Finance costs (403,462) (391,118)

Profit before income tax 2,336,352 2,109,175

Income tax expense - -

Profit from continuing operations 2,336,352 2,109,175

Gain on revaluation of property, plant and
equipment 2,509,208 -

Other comprehensive income for the year, net
of tax 2,509,208 -

Total comprehensive income for the year 4,845,560 2,109,175

The accompanying notes form part of these financial statements.
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Challenge Community Services

ABN: 17 059 209 675

Statement of Financial Position
30 June 2021

Note

2021

$

2020

$

ASSETS

CURRENT ASSETS

Cash and cash equivalents 7 12,928,770 15,050,853

Trade and other receivables 8 5,359,891 5,777,223

Inventories 9 146,424 129,678

Assets held for sale 10 1,673,250 -

Other assets 11 413,037 274,460

TOTAL CURRENT ASSETS 20,521,372 21,232,214

NON-CURRENT ASSETS

Property, plant and equipment 12 16,958,891 16,530,225

Right-of-use assets 8,200,929 9,978,558

Intangible assets 14 30,859 117,517

Other assets 11 147,888 160,353

TOTAL NON-CURRENT ASSETS 25,338,567 26,786,652

TOTAL ASSETS 45,859,939 48,018,866

LIABILITIES

CURRENT LIABILITIES

Trade and other payables 15 8,411,939 9,726,079

Borrowings 18 110,226 240,565

Lease liabilities 17 4,401,459 4,477,287

Employee benefits 19 1,096,224 1,186,540

Other liabilities 16 796,786 4,554,410

TOTAL CURRENT LIABILITIES 14,816,634 20,184,881

NON-CURRENT LIABILITIES

Borrowings 18 - 110,226

Lease liabilities 17 4,050,516 5,630,052

Employee benefits 19 649,049 595,527

TOTAL NON-CURRENT LIABILITIES 4,699,565 6,335,805

TOTAL LIABILITIES 19,516,199 26,520,686

NET ASSETS 26,343,740 21,498,180

EQUITY

Reserves 20 8,031,497 5,522,289

Retained earnings 18,312,243 15,975,891

TOTAL EQUITY 26,343,740 21,498,180

The accompanying notes form part of these financial statements.
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Challenge Community Services
ABN: 17 059 209 675

Statement of Changes in Equity
For the Year Ended 30 June 2021

2021

Retained
Earnings

$

Asset
Revaluation

Surplus

$

Total

$

Balance at 1 July 2020 15,975,891 5,522,289 21,498,180

Profit attributable to members of the entity 2,336,352 - 2,336,352

Revaluation increment 20 - 2,509,208 2,509,208

Balance at 30 June 2021 18,312,243 8,031,497 26,343,740

2020

Retained
Earnings

$

Asset
Revaluation

Reserve

$

Total

$

Balance at 1 July 2019 13,866,716 5,522,289 19,389,005

Profit attributable to members of the entity 2,109,175 - 2,109,175

Balance at 30 June 2020 15,975,891 5,522,289 21,498,180

The accompanying notes form part of these financial statements.
8



Challenge Community Services

ABN: 17 059 209 675

Statement of Cash Flows
For the Year Ended 30 June 2021

Note

2021

$

2020

$

CASH FLOWS FROM OPERATING
ACTIVITIES:

Federal and State Government funding 37,440,028 46,199,406

Payments to suppliers and employees (100,299,494) (89,701,415)

Interest Received 72,234 100,517

Receipts from customers 4,164,282 2,917,828

Donations and bequests 22,305 19,863

Receipts from NDIS service provision 59,325,932 50,950,340

Rent received 79,484 77,558

Receipts from members and clients 3,699,984 6,200,152

Interest Paid (10,244) (29,885)

Net cash provided by operating activities 26 4,494,511 16,734,364

CASH FLOWS FROM INVESTING
ACTIVITIES:

Proceeds from sale of plant and equipment 6,364 53,636

Client funds under management (25,519) (15,460)

Payments to acquire plant and equipment (1,064,817) (1,100,203)

Payments to acquire intangible assets - (32,098)

Bonds and deposits paid (20) (43,446)

Net cash used by investing activities (1,083,992) (1,137,571)

CASH FLOWS FROM FINANCING
ACTIVITIES:

Equipment Loan payments (240,565) (279,028)

Finance lease expenses (5,292,037) (4,302,242)

Net cash used by financing activities (5,532,602) (4,581,270)

Net increase/(decrease) in cash and cash
equivalents held (2,122,083) 11,015,523

Cash and cash equivalents at beginning of
year 15,050,853 4,035,330

Cash and cash equivalents at end of financial
year 7 12,928,770 15,050,853

The accompanying notes form part of these financial statements.
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Challenge Community Services

ABN: 17 059 209 675

Notes to the Financial Statements
For the Year Ended 30 June 2021

1 Basis of Preparation

The financial statements are general purpose financial statements that have been prepared in accordance with the
Australian Accounting Standards - Simplified Disclosures and the Australian Charities and Not-for-profits Commission
Act 2012.

Material accounting policies adopted in the preparation of these financial statements are presented below and have
been consistently applied unless otherwise stated. Amounts in the financial statements have been rounded to the
nearest dollar.

The financial statements have been prepared under the historical cost convention. Comparatives are consistent with
prior years, unless otherwise stated.

2 Summary of Significant Accounting Policies

(a) Adoption of new and revised Accounting Standards

New or amended Accounting Standards and Interpretations adopted

The company has adopted all of the new or amended Accounting Standards and Interpretations issued by the
Australian Accounting Standards Board ('AASB') that are mandatory for the current reporting period.

Any new or amended Accounting Standards or Interpretations that are not yet mandatory have not been early
adopted.

The adoption of these Accounting Standards and Interpretations did not have any significant impact on the
financial performance or position of the company.

The following Accounting Standards and Interpretations are most relevant to the company:

Conceptual Framework for Financial Reporting (Conceptual Framework)

The company has adopted the revised Conceptual Framework from 1 July 2020. The Conceptual Framework
contains new definition and recognition criteria as well as new guidance on measurement that affects several
Accounting Standards, but it has not had a material impact on the company's financial statements.

AASB 1060 General Purpose Financial Statements - Simplified Disclosures for For-Profit and Not-for-Profit Tier 2
Entities

The company has adopted AASB 1060 from 1July 2020. The standard provides a new Tier 2 reporting
framework with simplified disclosures. As a result, there is increased disclosure in these financial statements for
key management personnel, related parties and financial instruments.
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Challenge Community Services

ABN: 17 059 209 675

Notes to the Financial Statements
For the Year Ended 30 June 2021

2 Summary of Significant Accounting Policies

(b) Revenue recognition

The company recognises revenue as follows:

Revenue from contracts with customers

The core principle of AASB 15 is that revenue is recognised on a basis that reflects the transfer of promised
goods or services to customers at an amount that reflects the consideration the Company expects to receive in
exchange for those goods or services. Revenue is recognised by applying a five-step model as follows:

1. Identify the contract with the customer

2. Identify the performance obligations

3. Determine the transaction price

4. Allocate the transaction price to the performance obligations

5. Recognise revenue as and when control of the performance obligations is transferred

Generally the timing of the payment for sale of goods and rendering of services corresponds closely to the
timing of satisfaction of the performance obligations, however where there is a difference, it will result in the
recognition of a receivable, contract asset or contract liability.

None of the revenue streams of the Company have any significant financing terms as there is less than 12
months between receipt of funds and satisfaction of performance obligations.

Grant revenue

Grant revenue is recognised in the statement of of profit or loss and other comprehensive income when the
company satisfies the performance obligations stated within the funding arrangements.

If conditions are attached to the grant which must be satisfied before the company is eligible to retain the
contribution, the grant will be recognised in the statement of financial position as a liability until those conditions
are satisfied.

Sale of goods

Revenue is recognised when received or receivable.

Rendering of services

Revenue in relation to rendering of services is recognised depending on whether the outcome of the services
can be estimated reliably. If the outcome can be estimated reliably then the stage of completion of the services
is used to determine the appropriate level of revenue to be recognised in the period.

If the outcome cannot be reliably estimated then revenue is recognised to the extent of expenses recognised
that are recoverable.
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Challenge Community Services

ABN: 17 059 209 675

Notes to the Financial Statements
For the Year Ended 30 June 2021

2 Summary of Significant Accounting Policies

(b) Revenue recognition

Rendering of services

Donations

Donations and bequests are recognised as revenue when received

Interest revenue

Interest is recognised using the effective interest method.

Rental income

Investment property revenue is recognised on a straight-line basis over a period of the lease term so as to
reflect a constant periodic rate of return on the net investment.

Other income

Other revenue is recognised when it is received or when the right to receive payment is established.

All revenue is stated net of the amount of goods and services tax (GST).

(c) Income Tax

The Company is exempt from income tax under Division 50 of the Income Tax Assessment Act 1997.

(d) Current and non-current classification

Assets and liabilities are presented in the statement of financial position based on current and non-current
classification.

An asset is classified as current when: it is either expected to be realised or intended to be sold or consumed in
the company's normal operating cycle; it is held primarily for the purpose of trading; it is expected to be realised
within 12 months after the reporting period; or the asset is cash or cash equivalent unless restricted from being
exchanged or used to settle a liability for at least 12 months after the reporting period. All other assets are
classified as non-current.

A liability is classified as current when: it is either expected to be settled in the company's normal operating
cycle; it is held primarily for the purpose of trading; it is due to be settled within 12 months after the reporting
period; or there is no unconditional right to defer the settlement of the liability for at least 12 months after the
reporting period. All other liabilities are classified as non-current.

(e) Cash and cash equivalents

Cash and cash equivalents comprises cash on hand, demand deposits and short-term investments which are
readily convertible to known amounts of cash and which are subject to an insignificant risk of change in value.
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Challenge Community Services

ABN: 17 059 209 675

Notes to the Financial Statements
For the Year Ended 30 June 2021

2 Summary of Significant Accounting Policies

(f) Trade and other receivables
Trade receivables are initially recognised at fair value and subsequently measured at amortised cost using the
effective interest rate method, less any allowance for expected credit losses. Trade receivables are generally
due for settlement within 30 days.

(g) Inventories

Inventories are measured at the lower of cost and net realisable value.

(h) Property, plant and equipment

Each class of property, plant and equipment is carried at cost or fair value less, where applicable, any
accumulated depreciation and impairment.

Items of property, plant and equipment acquired for nil or nominal consideration have been recorded at the
acquisition date fair value.

Where the cost model is used, the asset is carried at its cost less any accumulated depreciation and any
impairment losses. Costs include purchase price, other directly attributable costs and the initial estimate of the
costs of dismantling and restoring the asset, where applicable.

Land and buildings

Land and buildings are measured using the revaluation model.

Freehold land and buildings that have been contributed at no cost, or for nominal cost are valued and
recognised at the fair value of the asset at the date it is acquired.

Plant and equipment

Plant and equipment are measured using the cost model.

Plant and equipment that have been contributed at no cost, or for nominal cost are valued and recognised at
the fair value of the asset at the date it is acquired.
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Challenge Community Services

ABN: 17 059 209 675

Notes to the Financial Statements
For the Year Ended 30 June 2021

2 Summary of Significant Accounting Policies

(h) Property, plant and equipment

Depreciation

Property, plant and equipment, excluding freehold land, is depreciated on a straight-line basis over the assets
useful life to the Company, commencing when the asset is ready for use.

Leased assets and leasehold improvements are amortised over the shorter of either the unexpired period of the
lease or their estimated useful life.

The depreciation rates used for each class of depreciable asset are shown below:

Fixed asset class Depreciation rate

Buildings 2.5%

Plant and Equipment 10-25%

Furniture, Fixtures and Fittings 10%

Motor Vehicles 10-25%

Computer Equipment 20-33.33%

Leasehold Improvements 10 - 50%

At the end of each annual reporting period, the depreciation method, useful life and residual value of each asset
is reviewed. Any revisions are accounted for prospectively as a change in estimate.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These gains
and losses are included in the statement of profit or loss and other comprehensive income. When revalued
assets are sold, amounts included in the revaluation surplus relating to that asset are transferred to retained
earnings.

(i) Right of use asset

At the lease commencement, the Company recognises a right-of-use asset and associated lease liability for the
lease term. The lease term includes extension periods where the Company believes it is reasonably certain
that the option will be exercised.

The right-of-use asset is measured using the cost model where cost on initial recognition comprises of the
lease liability, initial direct costs, prepaid lease payments, estimated cost of removal and restoration less any
lease incentives received.

The right-of-use asset is depreciated over the lease term on a straight line basis and assessed for impairment
in accordance with the impairment of assets accounting policy.

(j) Impairment of non-financial assets

Non-financial assets are reviewed 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.

Recoverable amount is the higher of an asset's fair value less costs of disposal and value-in-use. The value-in-
use is the present value of the estimated future cash flows relating to the asset using a pre-tax discount rate
specific to the asset or cash-generating unit to which the asset belongs. Assets that do not have independent
cash flows are grouped together to form a cash-generating unit.
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Challenge Community Services

ABN: 17 059 209 675

Notes to the Financial Statements
For the Year Ended 30 June 2021

2 Summary of Significant Accounting Policies

(k) Intangibles

Software

Software has a finite life and is carried at cost less any accumulated amortisation and impairment losses. It has
an estimated useful life of between one and three years.

(l) Goods and services tax (GST)

Revenue, expenses and assets are recognised net of the amount of goods and services tax (GST), except
where the amount of GST incurred is not recoverable from the Australian Taxation Office (ATO).

Receivables and payable are stated inclusive of GST.

The net amount of GST recoverable from, or payable to, the ATO is included as part of receivables or payables
in the statement of financial position.

Cash flows in the statement of cash flows are included on a gross basis and the GST component of cash flows
arising from investing and financing activities which is recoverable from, or payable to, the taxation authority is
classified as operating cash flows.

(m) Trade payables

These amounts represent liabilities for goods and services provided to the company prior to the end of the
financial year and which are unpaid. Due to their short-term nature they are measured at amortised cost and
are not discounted. The amounts are unsecured and are usually paid within 30 days of recognition.

(n) Borrowings

Loans and borrowings are initially recognised at the fair value of the consideration received, net of transactions
costs. They are subsequently measured at amortised cost using the effective interest method.

Where there is an unconditional right to defer settlement of the liability for at least 12 months after the reporting
date the loans and borrowings are classified as non-current.

(o) Leases

The lease liability is initially measured at the present value of the remaining lease payments at the
commencement of the lease. The discount rate is the rate implicit in the lease, however where this cannot be
readily determined then the Company's incremental borrowing rate is used.

Subsequent to initial recognition, the lease liability is measured at amortised cost using the effective interest
rate method. The lease liability is remeasured whether there is a lease modification, change in estimate of the
lease term or index upon which the lease payments are based (e.g. CPI) or a change in the Company's
assessment of lease term.

Where the lease liability is remeasured, the right-of-use asset is adjusted to reflect the remeasurement or is
recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to zero.
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Challenge Community Services

ABN: 17 059 209 675

Notes to the Financial Statements
For the Year Ended 30 June 2021

2 Summary of Significant Accounting Policies

(p) Employee benefits

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

Other long-term employee benefits
The liability for annual leave and long service leave not expected to be settled within 12 months of the reporting
date are measured at the present value of expected future payments to be made in respect of services provided
by employees up to the reporting date using the projected unit credit method. Consideration is given to expected
future wage and salary levels, experience of employee departures and periods of service. Expected future
payments are discounted using market yields at the reporting date on national government bonds with terms to
maturity and currency that match, as closely as possible, the estimated future cash outflows.

Defined contribution superannuation expense
Contributions to defined contribution superannuation plans are expensed in the period in which they are
incurred.

(q) Fair value measurement

When an asset or liability, financial or non-financial, is measured at fair value for recognition or disclosure
purposes, the fair value is based on the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date; and assumes that the
transaction will take place either: in the principal market; or in the absence of a principal market, in the most
advantageous market.

Fair value is measured using the assumptions that market participants would use when pricing the asset or
liability, assuming they act in their economic best interests. For non-financial assets, the fair value
measurement is based on its highest and best use. Valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure fair value, are used, maximising the use of
relevant observable inputs and minimising the use of unobservable inputs.

3 Critical Accounting Estimates and Judgments

The directors make estimates and judgments during the preparation of these financial statements regarding
assumptions about current and future events affecting transactions and balances. These estimates and judgments are
based on the best information available at the time of preparing the financial statements, however as additional
information is known then the actual results may differ from the estimates. The significant estimates and judgments
made have been described below.

Key estimates - property held at fair value

An independent valuation of property (land and buildings) carried at fair value was obtained on 30 June 2021. The
directors have reviewed this valuation and updated it based on valuation indexes for the area in which the property is
located. The valuation is an estimation which would only be realised if the property is sold. Note 27 provides
information on inputs and techniques to determine valuation.
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Challenge Community Services

ABN: 17 059 209 675

Notes to the Financial Statements
For the Year Ended 30 June 2021

3 Critical Accounting Estimates and Judgments

Key estimates - useful lives of assets

The company determines the estimated useful lives and related depreciation and amortisation charges for its property,
plant and equipment and finite life intangible assets. The useful lives could change significantly as a result of technical
innovations or some other event. The depreciation and amortisation charge will increase where the useful lives are
less than previously estimated lives, or technically obsolete or non-strategic assets that have been abandoned or sold

will be written off or written down.

Key estimates - employee benefits provision

As discussed in note 2(p), the liability for employee benefits expected to be settled more than 12 months from the
reporting date are recognised and measured at the present value of the estimated future cash flows to be made in
respect of all employees at the reporting date. In determining the present value of the liability, estimates of attrition
rates and pay increases through promotion and inflation have been taken into account.

Key estimates - accrued income

The company makes an estimate of income receivable from the National Disability Insurance Agency (NDIA) and the
Department of Communities & Justice (DCJ) for services which have been provided but not yet claimed at the end of
each financial year. Recognition of revenue in relation to the provision of such services involves some degree of
estimation based on available evidence to support claims to this income as well as estimates of the expected
recoverable amounts. The assumptions are based on the information available to management at the reporting date,
however future changes or additional information may mean the actual income received may differ to the estimated
income expected.

Key estimates - Lease term

The lease term is a significant component in the measurement of both the right-of-use asset and lease liability.
Judgement is exercised in determining whether there is reasonable certainty that an option to extend the lease or
purchase the underlying asset will be exercised, or an option to terminate the lease will not be exercised, when
ascertaining the periods to be included in the lease term. In determining the lease term, all facts and circumstances
that create an economical incentive to exercise an extension option, or not to exercise a termination option, are
considered at the lease commencement date. Factors considered may include the importance of the asset to the
company's operations; comparison of terms and conditions to the prevailing market rates; incurrence of significant
penalties; existence of significant leasehold improvements; and the costs and disruption to replace the asset. The
company reassesses whether it is reasonably certain to exercise an extension option, or not exercise a termination
option, if there is a significant event or significant change in circumstances.
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Challenge Community Services

ABN: 17 059 209 675

Notes to the Financial Statements
For the Year Ended 30 June 2021

4 Revenue and Other Income

Revenue from contracts with customers

2021

$

2020

$

- State and Federal Government Funding 37,219,018 37,008,844

- Provision of services - NDIS 59,358,000 49,099,197

- Client Service Fees 3,363,394 4,334,791

- Sale of goods 3,645,146 3,359,598

Total Revenue from contracts with
customers 103,585,556 93,802,430

Other Income breakup

2021

$

2020

$

- Interest received 70,617 98,929

- Other revenue 257,175 231,509

- Rental Income 72,258 70,507

- Membership subscriptions 251 236

- Donations 22,305 19,863

- Insurance recoveries 244,692 267,726

- Gain on disposal of assets 6,364 23,277

Total other income 673,661 712,048

Disaggregation of revenue from contracts with customers

The disaggregation of revenue from contracts with customers is as follows:

2021

$

2020

$

Geographical regions

- Australia 103,585,556 93,802,430

5 Finance Income and Expenses

2021

$

2020

$

Interest Income 70,617 98,929

Interest expense 10,244 50,351

Interest expense on lease liabilities 393,218 340,767

403,462 391,118
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Challenge Community Services

ABN: 17 059 209 675

Notes to the Financial Statements
For the Year Ended 30 June 2021

6 Result for the Year

Surplus for the year from continuing operations includes the following specific expenses:

2021

$

2020

$

Depreciation and amortisation

Depreciation 6,444,056 5,668,530

Amortisation 86,658 106,600

Total Depreciation and amortisation 6,530,714 5,775,130

Impairment losses

Bad and doubtful debts 80 (547)

Loss on disposal of non-current assets

Loss on disposal of plant and equipment 46,476 51,091

Employment expenses

- Salary and wages 58,562,730 50,672,650

- Superannuation contributions 5,276,080 4,580,142

- Workers compensation 4,990,995 3,712,495

- Other employment costs 991,372 820,652

Total employment expense 69,821,177 59,785,939

Rental expense on leases not capitalised

- Motor vehicles 8,240 243,329

- Property 225,144 327,240

Total rental expense 233,384 570,569

7 Cash and Cash Equivalents

2021

$

2020

$

Cash on hand 16,870 19,870

Cash at bank 12,911,900 15,030,983

12,928,770 15,050,853

Reconciliation of cash

Cash and Cash equivalents reported in the statement of cash flows are reconciled to the equivalent items in the
statement of financial position as follows:

2021

$

2020

$

Cash and cash equivalents 12,928,770 15,050,853
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8 Trade and Other Receivables

2021

$

2020

$

CURRENT

Trade receivables 3,833,506 4,051,679

Allowance for expected credit losses (129,549) (93,118)

3,703,957 3,958,561

Accrued income 1,655,934 1,817,284

Sundry debtors - 1,378

Total current trade and other
receivables 5,359,891 5,777,223

The carrying value of trade receivables is considered a reasonable approximation of fair value due to the short-term
nature of the balances. The maximum exposure to credit risk at the reporting date is the fair value of each class of
receivable in the financial statements.

9 Inventories

2021

$

2020

$

CURRENT

At cost:

Merchandise 146,424 129,678

10 Assets and liabilities held for sale

2021

$

2020

$

Non-current assets held for sale

Property, plant and equipment 1,673,250 -

The property at 123B Forest Road, Tamworth NSW is currently for sale and the company is currently in negotiations
with a potential buyer.

11 Other Assets

2021

$

2020

$

CURRENT

Prepayments 401,597 268,080

Rental bonds 11,440 6,380

413,037 274,460

NON-CURRENT

Prepayments 26,629 34,054

Rental bonds 121,259 126,299

147,888 160,353
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12 Property, plant and equipment

2021

$

2020

$

LAND AND BUILDINGS

Land

At fair value 4,583,250 4,169,060

Buildings

At fair value 9,404,150 9,379,071

Accumulated depreciation - (729,031)

Total buildings 9,404,150 8,650,040

PLANT AND EQUIPMENT

Capital work in progress

At cost 2,408 512,432

Plant and equipment

At cost 5,936,328 5,860,946

Accumulated depreciation (4,319,622) (3,804,239)

Total plant and equipment 1,616,706 2,056,707

Furniture, fixtures and fittings

At cost 1,300,424 1,238,626

Accumulated depreciation (1,091,892) (858,675)

Total furniture, fixtures and fittings 208,532 379,951

Motor vehicles

At cost 1,160,017 850,142

Accumulated depreciation (636,869) (697,130)

Total motor vehicles 523,148 153,012

Computer equipment

At cost 1,159,567 1,132,217

Accumulated depreciation (716,550) (786,804)

Total computer equipment 443,017 345,413

Leasehold Improvements

At cost 463,077 516,871

Accumulated amortisation (285,397) (253,261)

Total leasehold improvements 177,680 263,610

Total property, plant and
equipment 16,958,891 16,530,225
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Notes to the Financial Statements
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12 Property, plant and equipment

(a) Movements in Carrying Amounts

Movement in the carrying amounts for each class of property, plant and equipment between the beginning and the end of the current financial year:

Capital
works in
Progress

$

Land

$

Buildings

$

Plant and
Equipment

$

Furniture,
Fixtures

and
Fittings

$

Motor
Vehicles

$

Computer
Equipment

$

Leasehold
Improvements

$

Total

$

Year ended 30 June 2021

Balance at the beginning of the year 512,432 4,169,060 8,650,040 2,056,707 379,951 153,012 345,413 263,610 16,530,225

Additions 2,409 - 151,658 52,438 85,024 440,228 309,815 23,245 1,064,817

Disposals written down value (2,658) - - (3,599) (134) (1,102) - (41,643) (49,136)

Transfers to held for sale - (412,250) (1,261,000) - - - - - (1,673,250)

Transfers (509,775) (412,250) (812,914) 60,326 1,363 - - - (1,673,250)

Depreciation expense - - (267,402) (549,166) (257,672) (68,990) (212,211) (67,532) (1,422,973)

Revaluation increase

Revaluation increase recognised in equity - 826,440 1,682,768 - - - - - 2,509,208

Balance at the end of the year 2,408 4,583,250 9,404,150 1,616,706 208,532 523,148 443,017 177,680 16,958,891

An independent valuation of freehold land and buildings was undertaken by Preston Rowe Paterson, International Property Consultants, as at 30 June 2021. The valuation
was based on current fair market value, on the basis of vacant possession. The directors have reviewed the key assumptions made by the valuer at 30 June 2021 and are
satisfied that carrying amount does not exceed the recoverable amount of the land and buildings as 30 June 2021.
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13 Right-of-use assets

Buildings

$

Motor
Vehicles

$

Office
Equipment

$

Total

$

Year ended 30 June 2021

Balance at the beginning of the year 5,442,599 4,292,076 243,883 9,978,558

Additions 2,181,472 1,033,937 28,046 3,243,455

Depreciation charge (3,069,521) (1,882,393) (69,170) (5,021,084)

Balance at end of year 4,554,550 3,443,620 202,759 8,200,929

The Company has leases over a range of assets including land and buildings, motor vehicles, and IT equipment.
These leases range from 2 years to 5 years. Some of the leases include a renewal option to allow the Company to
renew for up to twice the non-cancellable lease term. At commencement date and each subsequent reporting date, the
Company assesses where it is reasonably certain that the extension options will be exercised. A bank guarantee is in
place for the security bond at a number of properties leased by Challenge Community Services. The value of the bank
guarantee as at 30 June 2021 is $221,056 (2020: $191,319). Where the agreements are short-term (under 12 months)
or low-value, the leases have been expensed as incurred and not capitalised as right-of-use assets.

14 Intangible Assets

2021

$

2020

$

Computer software

Cost 984,424 989,779

Accumulated amortisation (953,565) (872,262)

Total Intangibles 30,859 117,517

Movements in carrying amounts of intangible assets

Computer
software

$

Year ended 30 June 2021

Balance at the beginning of the year 117,517

Amortisation (86,658)

Closing value at 30 June 2021 30,859
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15 Trade and Other Payables

2021

$

2020

$

Current

Trade payables 1,061,313 1,528,907

Sundry payables and accrued expenses 2,869,933 4,277,612

Accrued annual leave 4,127,776 3,513,608

Accrued negotiated extra leave 355,600 304,651

Client funds under administration (2,683) 101,301

8,411,939 9,726,079

Trade payables are unsecured, non-interest bearing and are normally settled within 30 days. The carrying amounts
are considered to be a reasonable approximation of fair value.

16 Other Liabilities

2021

$

2020

$

CURRENT

Unexpended funds 796,786 778,757

Income in advance - 3,775,653

796,786 4,554,410

17 Lease Liabilities

2021

$

2020

$

CURRENT

Lease liabilities 4,401,459 4,477,287

2021

$

2020

$

NON-CURRENT

Lease liabilities 4,050,516 5,630,052
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18 Borrowings

2021

$

2020

$

CURRENT

Secured liabilities:

Equipment loans 110,226 240,565

Total current borrowings 110,226 240,565

NON-CURRENT

Secured liabilities:

Equipment loans - 110,226

Total non-current borrowings - 110,226

Total borrowings 110,226 350,791

During the current and prior year, there were no defaults or breaches on any of the loans.

The collateral over cash and cash equivalents represents a floating charge.

Credit facilities

2021

$

2020

$

Variable Loan 561,991 611,565

Business Lending 4,800,000 4,800,000

Business Credit Cards 200,000 200,000

Bank Guarantees 400,000 400,000

Amount used (227,955) (295,491)

Unused facility 5,734,036 5,716,074

The bank variable loan facility is secured by a registered first mortgage over the freehold properties owned by the
Company and a floating charge over trade receivables of the Company.

Asset finance

Equipment finance 1,500,000 1,500,000

Amount used (110,871) (350,791)

Unused facility 1,389,129 1,149,209
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19 Employee Benefits

2021

$

2020

$

Current liabilities

Long service leave 1,096,224 1,186,540

Non-current liabilities

Long service leave 649,049 595,527

20 Reserves

2021

$

2020

$

Asset revaluation reserve

Balance at beginning of year 5,522,289 5,522,289

Increase arising on revaluation on
revaluation of properties 2,509,208 -

Total 8,031,497 5,522,289

The asset revaluation reserve arises on revaluation of land and buildings held under the revaluation model.

21 Commitments

(a) Capital committments

The company had no capital committments as at 30 June 2021.

22 Members' Guarantee

The Company is incorporated under the Corporations Act 2001 and is a Company limited by guarantee. If the
Company is wound up, the constitution states that each member is required to contribute a maximum of $ 100 each
towards meeting any outstanding's and obligations of the Company. At 30 June 2021 the number of members was 53
(2020: 55).

23 Key Management Personnel Remuneration

The total remuneration paid to key management personnel of the Company is $ 1,859,919 (2020: $ 1,659,138).
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24 Auditors' Remuneration

2021

$

2020

$

Remuneration of the auditor PKF
NENW Audit & Assurance Pty Ltd

- Auditing the statutory financial
statements 30,350 29,725

- Other assurance services 5,150 5,100

Total 35,500 34,825

25 Related Parties

(a) The Company's main related parties are as follows:

Key management personnel - refer to Note 23.

Other related parties include close family members of key management personnel and entities that are
controlled or significantly influenced by those key management personnel or their close family members.

(b) Transactions with related parties

Transactions between related parties are on normal commercial terms and conditions no more favourable than
those available to other parties unless otherwise stated.

During the year, no transactions occurred with related parties.
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26 Cash Flow Information

Reconciliation of result for the year to cashflows from operating activities

Reconciliation of net income to net cash provided by operating activities:

2021

$

2020

$

Profit for the year 2,336,352 2,109,175

Cash flows excluded from profit
attributable to operating activities

Non-cash flows in profit:

- depreciation and amortisation 6,530,714 5,775,130

- client funds in trust (78,465) (143,474)

- gain on disposal of property, plant
and equipment (6,364) (23,277)

- loss on disposal of assets held for
sale 46,476 51,091

- WIP written off 2,657 -

- finance lease and HP charges 393,218 361,233

Changes in assets and liabilities:

- (increase)/decrease in trade and
other receivables 191,292 (817,155)

- (increase)/decrease in government
grants receivable 224,662 3,234,344

- (increase)/decrease in inventories (16,746) (25,460)

- (increase)/decrease in other assets
and prepayments (124,714) 1,244

- increase/(decrease) in trade and
other payables (1,210,153) 1,567,633

- increase/(decrease) in funding
receivable in advance (3,757,624) 4,334,918

- increase/(decrease) in provisions (36,794) 308,962

Cashflows from operations 4,494,511 16,734,364
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27 Fair Value Measurement

The Company measures the following assets and liabilities at fair value on a recurring basis:

 Property, plant and equipment

 Land

 Buildings

During the reporting period, the entity has also measured the following assets at fair value on a non-recurring basis:

 Non-current assets held for sale

AASB 13 Fair Value Measurement requires all assets and liabilities measured at fair value to be assigned to a level in
the fair value hierarchy as follows:

Level 1 Unadjusted quoted prices in active markets for identical assets or liabilities that the entity can
access at the measurement date.

Level 2 Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly.

Level 3 Unobservable inputs for the asset or liability.

The table below shows the assigned level for each asset and liability held at fair value by the company:

30 June 2021

Level 1

$

Level 2

$

Level 3

$

Total

$

Recurring fair value measurements

Property, plant and equipment

Land and buildings - - 13,987,400 13,987,400

Non-recurring fair value measurements

Non-current assets held for sale - - 1,673,250 1,673,250

30 June 2020

Level 1

$

Level 2

$

Level 3

$

Total

$

Recurring fair value measurements

Property, plant and equipment

Land and buildings - - 12,819,100 12,819,100

- - 12,819,100 12,819,100
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28 Contingencies

Capital Funding by Federal and State Governments

The Federal and State Governments have provided grants and subsidies to assist the company in purchasing various
items included in non-current assets. As such the various Governments have potential equity in a number of non-
current assets which may, on sale or transfer, require repayment of some or all of the proceeds.

The Directors estimate the amount potentially repayable in such an event is in the vicinity of of $1,280,000 in total.

29 Events after the end of the Reporting Period

The financial report was authorised for issue on 29 October 2021 by the Board of Directors.

No matters or circumstances have arisen since the end of the financial year which significantly affected or may
significantly affect the operations of the Company, the results of those operations or the state of affairs of the Company
in future financial years.

30 Economic Dependence

Challenge Community Service is dependent on the NSW Government's Department of Communities & Justice and the
National Disability Insurance Agency for the majority of its revenue used to operate the business. At the date of this
report, the Directors have no reason to believe that the above mentioned funding bodies will not continue to support
Challenge Community Services.

31 Statutory Information

The registered office of and principal place of business of the
company is:

Challenge Community Services

476 Peel Street

Tamworth NSW 2340

30





Challenge Community Services

Independent Auditor's Report to the members of Challenge Community
Services

Report on the Audit of the Financial Report

Opinion

We have audited the financial report of Challenge Community Services (the Company), which comprises the statement of
financial position as at 30 June 2021, the statement of profit or loss and other comprehensive income, the statement of
changes in equity and the statement of cash flows for the year then ended, and notes to the financial statements, including
a summary of significant accounting policies, and the directors' declaration.

In our opinion, the financial report of the Company has been prepared in accordance with the Australian Not-for-profits
Commission Act 2012, including:

(i) giving a true and fair view of the Company's financial position as at 30 June 2021 and of its financial performance for
the year ended; and

(ii) complying with Australian Accounting Standards - Simplified Disclosures and Division 60 of the Australian Not-for-
profits Commission Regulation 2013.

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

Responsibilities of 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 - Simplified Disclosures and the Australian Not-for-profits Commission
Act 2012 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 Company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the Company or to cease operations, or have no realistic alternative but to do
so.

PKF NENW Audit & Assurance Pty Limited Tamworth
ABN 39 082 276 506 22-24 Bourke Street, PO Box 1900
Registered Auditor 306435 Tamworth NSW 2340
Liability limited by a scheme approved p +61 2 6768 4500 f +61 2 6766 4322
approved under Professional
Standards Legislation

PKF NENW Audit & Assurance Pty Limited is a member firm of the PKF International Limited family of legally independent firms and does
not accept any responsibility or liability for the actions or inactions of any individual member or correspondent firm or firms.
Web www.pkf-nenw.com.au PKF Australia www.pkf.com.au
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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 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 the 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

Company’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 Company’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 Company 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.

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.

PKF NENW Audit & Assurance Pty Ltd

Margaret van Aanholt

Director

Tamworth, NSW 2340

Dated this 29th day of October 2021
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