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General information
The Redcape Hotel Trust I ('RHT I') is a registered managed investment scheme under the Corporations Act 2001 domiciled
in Australia. The registered managed investment scheme became effective on 26 October 2018. These consolidated annual
financial statements as at 30 June 2020 comprise of RHT I and it’s controlled entities, and collectively are referred to as the
'consolidated entity' or ‘Group’. The Responsible Entity of RHT I is Redcape Hotel Group Management Ltd (the ‘Responsible
Entity’).
The Responsible Entity is incorporated and domiciled in Australia. Its registered office and principal place of business is:
Level 27
Governor Phillip Tower
1 Farrer Place
Sydney NSW 2000
A description of the nature of the consolidated entity's operations and its principal activities are included in the directors'
report, which is not part of the financial statements.
The financial statements were authorised for issue, in accordance with a resolution of directors, on 23 September 2020. The
directors have the power to amend and reissue the financial statements.
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Redcape Hotel Trust I
Directors' report
30 June 2020
The directors of the Responsible Entity present their report, together with the financial statements, on the consolidated entity
(referred to hereafter as the 'consolidated entity' or 'Group') consisting of Redcape Hotel Trust I (referred to hereafter as the
'trust' or 'parent entity') and the entities it controlled at the end of, or during, the year ended 30 June 2020.

Directors
The following persons were directors of the Responsible Entity of the Trust for the year ended 30 June 2020 and up to the
date of this report, unless otherwise stated:
Mr Nicholas Collishaw
Mr Daniel Brady
Mr Andrew Ireland
Mr David Groves
Mr Hugh Thomson

Principal activities
During the financial year the principal continuing activities of the consolidated entity consisted of:
●
Real estate investment in the freehold pub sector in Australia

Distributions
Distributions paid/payable during the financial year for the quarters ending:
Consolidated
2020
2019
$'000
$'000
30 September 2019 - 2.199 cents (30 September 2018: 2.205 cents) per security
31 December 2019 - 2.211 cents (31 December 2018: 2.205 cents) per security
31 March 2020 - zero cents (31 March 2019: 2.158 cents) per security
30 June 2020 - 0.310 cents (30 June 2019: 2.182 cents) per security

12,137
12,211
1,712

10,795
11,548
11,898
12,030

26,060

46,271

Review of operations
The profit for the consolidated entity amounted to $33.9 million (30 June 2019: $28.0 million).
During the financial year, the Coronavirus (COVID-19) pandemic had a material impact on the Redcape Hotel Group’s
(‘Redcape’) operating performance due to the trading restrictions imposed by the Government.
On 19 March 2020, Redcape announced that given the uncertainty in relation to the COVID-19 pandemic, it was
appropriate to withdraw its guidance for the financial year 2020 and reassess quarterly distributions based on trading
conditions.
As a result, Redcape did not pay a distribution for the quarter ended 31 March 2020 and as part of closing out the financial
year ended 30 June 2020, announced a small fourth quarter distribution of 0.31 cents per stapled security taking its
financial year 2020 distributions to 4.72 cents per security.
On 22 March 2020, the Federal and State Governments announced new Stage 1 restrictions on social gatherings with all
pubs closed from midday Monday 23 March 2020.
Accordingly, 32 hotels located in NSW and QLD were closed. The Group has provided a full rent waiver to all its tenants
from 23 March 2020 to 30 June 2020. The Group has also agreed to provide a partial rent waiver to all the tenants from 01
July 2020 until 31 December 2020 calculated as a percentage decrease in the tenants’ gross revenue in the relevant
months versus the prior corresponding period.
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Redcape Hotel Trust I
Directors' report
30 June 2020
The Group has an interest-bearing loan receivable from Redcape Hotel Fund Pty Ltd (‘RHF’), a subsidiary of Redcape Hotel
Trust II (‘RHT II’), and has provided a full interest waiver to RHF from 01 April 2020 to 30 June 2020. Should the COVID-19
pandemic continue to have a material impact on RHT II’s performance from 01 July 2020 until 31 December 2020, the Group
has also agreed to partially waive payment of interest calculated as a percentage decrease in RHF’s gross revenue in the
relevant month versus the prior corresponding period.
On 25 March 2020, Redcape advised the market that it was in compliance with its loan facility terms except for those clauses
relating to “suspension of business”. On 1 May 2020, Redcape announced that it had agreed with its lenders requisite waivers
the temporary amendment of a number of terms contained within Redcape’s loan agreements which ensured that it had
financial certainty through the Government imposed temporary shutdown of its hotels.
The Group received payment deferral of Goods and Services Tax amounting $0.3 million. These amounts are expected to
be repaid in full in financial year 2021.

Significant changes in the state of affairs
Other than the matters noted in the “Review of Operations”, there was no significant change in the state of affairs of the
Group during the financial year.
There were no other significant changes in the state of affairs of the consolidated entity during the financial year.

Matters subsequent to the end of the financial year
The impact of the Coronavirus (COVID-19) pandemic is ongoing and while it has had a material impact for the Group up to
30 June 2020, it is not practicable to estimate the potential impact, positive or negative, after the reporting date. The situation
is rapidly developing and is dependent on measures imposed by both Federal and State Governments and other countries,
such as maintaining social distancing requirements, quarantine, travel restrictions and any economic stimulus that may be
provided.
Other than the above matters, no other matter or circumstance has arisen since 30 June 2020 that has significantly affected,
or may significantly affect the Group's operations, the results of those operations, or the Group's state of affairs in future
financial years.

Likely developments and expected results of operations
Information on likely developments in the operations of the Group and the expected results of operations have not been
included in this report because the directors believe it would not be practicable to estimate the potential impact, positive or
negative, after the reporting date.

Environmental regulation
The consolidated entity is not subject to any significant environmental regulation under Australian Commonwealth or State
law.

Indemnity and insurance of officers
In accordance with the Constitution of RHT I, the Responsible Entity is indemnified on a full indemnity basis in respect of all
taxes, costs and losses which it may pay or incur, in exercising any of its powers, rights, or obligations in properly performing
its duties in connection with RHT I.
All Directors of the Responsible Entity are appointed by Moelis Australia. Moelis Australia has agreed to indemnify all current
and former Directors and company secretaries of the Responsible Entity against all liabilities to persons which arise out of
the performance of their normal duties as a Director or Company Secretary to the extent permitted by law unless the liability
relates to conduct involving wilful misconduct, bad faith or conduct known to be in breach of law.

Indemnity and insurance of auditor
The trust has not, during or since the end of the financial year, indemnified or agreed to indemnify the auditor of the trust or
any related entity against a liability incurred by the auditor.

3

Redcape Hotel Trust I
Directors' report
30 June 2020
During the financial year, the trust has not paid a premium in respect of a contract to insure the auditor of the trust or any
related entity.

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

Rounding of amounts
Amounts have been rounded to the nearest thousand dollars unless otherwise stated, in accordance with ASIC Corporations
(Rounding in Financial/Directors' Reports) Instrument 2016/191.

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
immediately after this directors' report.

Auditor
KPMG continues in office in accordance with section 327 of the Corporations Act 2001.

This report is made in accordance with a resolution of directors, pursuant to section 298(2)(a) of the Corporations Act 2001.
On behalf of the directors

___________________________
Nicholas Collishaw
Chairman

___________________________
Daniel Brady
Non-Executive Director

23 September 2020
Sydney

4

Lead Auditor’s Independence Declaration under
Section 307C of the Corporations Act 2001
To the Directors of Redcape Hotel Group Management Ltd, as Responsible
Entity of Redcape Hotel Trust I
I declare that, to the best of my knowledge and belief, in relation to the audit of Redcape Hotel Trust I
for the financial year ended 30 June 2020 there have been:
i.

no contraventions of the auditor independence requirements as set out in the
Corporations Act 2001 in relation to the audit; and

ii.

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

KPM_INI_01
PAR_SIG_01

KPMG

PAR_NAM_01

PAR_POS_01

PAR_DAT_01

PAR_CIT_01

Paul Thomas
Partner
Sydney
23 September 2020
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KPMG, an Australian partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity.

Liability limited by a scheme approved under
Professional Standards Legislation.

Redcape Hotel Trust I
Statement of profit or loss and other comprehensive income
For the year ended 30 June 2020

Note

Investment income
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Finance income
Total revenue
Expenses
Operating expenses
Asset management fee
Finance costs
Depreciation expense
Transaction costs
Total expenses
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Operating profit

Consolidated
2020
2019
$'000
$'000
38,254

49,269

7,725
45,979

11,100
60,369

(4,696)
(1,320)
(18,000)
(1,447)
(3)
(25,466)

(4,149)
(1,257)
(17,486)
(1,328)
(139)
(24,359)

20,513

36,010

Listing costs and performance fee
Gain on disposal of investment properties
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13,419

(8,424)
410

Profit for the year attributable to the securityholders of Redcape Hotel Trust I

17

33,932

27,996

Items that may be reclassified subsequently to profit or loss
Net change in the fair value of cash flow hedges taken to equity

2,405

(3,217)

Other comprehensive income for the year

2,405

(3,217)

36,337

24,779

Other comprehensive income

Total comprehensive income for the year attributable to the securityholders of
Redcape Hotel Trust I

The above statement of profit or loss and other comprehensive income should be read in conjunction with the
accompanying notes
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Redcape Hotel Trust I
Statement of financial position
As at 30 June 2020

Note

Consolidated
2020
2019
$'000
$'000

Assets
Current assets
Cash and cash equivalents
Trade and other receivables
Other current assets
Total current assets

7
8

Non-current assets
Other receivables
Investment properties
Total non-current assets

9
10

Total assets

75,336
24
1,574
76,934

1,386
13
1,934
3,333

162,824
551,958
714,782

174,508
570,162
744,670

791,716

748,003

Liabilities
Current liabilities
Trade and other payables
Distribution payable
Total current liabilities

11
12

2,846
1,712
4,558

7,332
12,030
19,362

Non-current liabilities
Borrowings
Derivative financial instruments
Total non-current liabilities

13
14

486,271
1,084
487,355

436,093
3,489
439,582

Total liabilities

491,913

458,944

Net assets

299,803

289,059

318,936
(1,084)
(18,049)

318,469
(3,489)
(25,921)

299,803

289,059

Equity
Issued capital
Cash flow hedge reserve
Accumulated losses

15
16
17

Total equity

The above statement of financial position should be read in conjunction with the accompanying notes
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Redcape Hotel Trust I
Statement of changes in equity
For the year ended 30 June 2020

Cash flow
hedge
reserve
$'000

Issued
capital
$'000

Consolidated
Balance at 1 July 2018

Retained
profits
$'000

Total equity
$'000

267,758

(272)

(7,646)

259,840

Profit for the year
Other comprehensive income for the year

-

(3,217)

27,996
-

27,996
(3,217)

Total comprehensive income for the year

-

(3,217)

27,996

24,779

50,711
-

-

(46,271)

50,711
(46,271)

318,469

(3,489)

(25,921)

289,059

Transactions with securityholders in their capacity as
securityholders:
Contributions of equity, net of transaction costs (note 15)
Distributions paid (note 18)
Balance at 30 June 2019

Cash flow
hedge
reserve
$'000

Issued
capital
$'000

Consolidated
Balance at 1 July 2019

Retained
profits
$'000

Total equity
$'000

318,469

(3,489)

(25,921)

289,059

Profit for the year
Other comprehensive income for the year

-

2,405

33,932
-

33,932
2,405

Total comprehensive income for the year

-

2,405

33,932

36,337

467
-

-

(26,060)

467
(26,060)

318,936

(1,084)

(18,049)

299,803

Transactions with securityholders in their capacity as
securityholders:
Contributions of equity, net of transaction costs (note 15)
Distributions paid (note 18)
Balance at 30 June 2020

The above statement of changes in equity should be read in conjunction with the accompanying notes
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Redcape Hotel Trust I
Statement of cash flows
For the year ended 30 June 2020

Note

Consolidated
2020
2019
$'000
$'000

Cash flows from operating activities
Receipts from customers (inclusive of GST)
Payments to suppliers (inclusive of GST)

41,839
(12,597)

53,548
(14,927)

Interest received
Interest and other finance costs paid (a)

29,242
7,725
(22,492)

38,621
11,100
(18,160)

14,475

31,561

(21,297)
(882)
52,352

(97,116)
(86)
12,444

30,173

(84,758)

467
152,650
(99,350)
79,221
(67,308)
(36,378)

52,188
119,000
(49,000)
(199,781)
163,618
(1,477)
(44,484)

Net cash from financing activities

29,302

40,064

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

73,950
1,386

(13,133)
14,519

75,336

1,386

Net cash from operating activities

28

Cash flows from investing activities
Payment for acquisition of investment properties
Payments for additions to investment properties
Proceeds from disposal of investment properties
Net cash from/(used in) investing activities

Cash flows from financing activities
Proceeds from issue of units
Proceeds of bank loans
Repayment of bank loans
Loans to related and other parties
Loans from related and other parties
Unit issue transaction costs
Distributions paid

15

18

Cash and cash equivalents at the end of the financial year

7

(a) Financial year 2020 includes one-off refinancing establishment costs of $4.8 million and hedge break costs of $3.8
million.

The above statement of cash flows should be read in conjunction with the accompanying notes
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Redcape Hotel Trust I
Notes to the financial statements
30 June 2020
Note 1. General Information
Reporting Entity
The consolidated entity is a for-profit entity and its principal activity consisted of real estate investment in the freehold pub
sector in Australia. There has been no significant change in the nature of the principal activities during the year.
Scheme Registration
RHT I (ARSN 629 354 614) is domiciled in Australia and was registered as a managed investment scheme on 26 October
2018 under the Corporations Act 2001.
Responsible Entity
Redcape Hotel Group Management Ltd ('RHGM') is the Responsible Entity of RHT I effective 24 October 2018.

Note 2. Significant accounting policies
The principal accounting policies adopted in the preparation of the financial statements are set out below. These policies
have been consistently applied to all the years presented, unless otherwise stated.
New or amended Accounting Standards and Interpretations adopted
The consolidated entity 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 or Interpretations did not have any material impact on the financial performance
or position of the consolidated entity.
The following Accounting Standards and Interpretations are most relevant to the consolidated entity:
AASB 16 Leases
The consolidated entity leases out its investment properties and has classified these leases as operating leases. The
consolidated entity is not required to make any adjustments on transition to AASB 16 for leases in which it acts as a lessor.

Basis of preparation
These general purpose financial statements have been prepared in accordance with Australian Accounting Standards and
Interpretations issued by the Australian Accounting Standards Board ('AASB') and the Corporations Act 2001, as appropriate
for for-profit oriented entities. These financial statements also comply with International Financial Reporting Standards as
issued by the International Accounting Standards Board ('IASB').
The financial report has been prepared on a going concern basis. Notwithstanding the ongoing COVID-19 pandemic, the
Group is well placed to manage the volatility around COVID-19. Its main source of income is rental income from investment
properties. The Group has agreed to provide a partial rent waiver to all its tenants from 01 July 2020 until 31 December 2020,
calculated as a percentage decrease in the tenants’ gross revenue in the relevant months versus the prior corresponding
period. Since the tenants’ return to full operations on 3 July 2020, they have experienced strong revenue performance
compared to the prior corresponding period.
The consolidated financial report as at and for the year ended 30 June 2020 was approved by the directors of the Responsible
Entity on 23 September 2020.
Historical cost convention
The financial statements have been prepared under the historical cost convention, except for, where applicable, the
revaluation of financial assets and liabilities at fair value through profit and loss or other comprehensive income and derivative
financial instruments.
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Redcape Hotel Trust I
Notes to the financial statements
30 June 2020
Note 2. Significant accounting policies (continued)
Critical accounting estimates
The preparation of the financial statements requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the consolidated entity's accounting policies. The areas
involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the
financial statements, are disclosed in Note 3.
Functional and presentation currency
The consolidated financial statements are presented in Australian dollars, which is the consolidated entity's functional
currency.
Comparative figures
During financial year 2020, the consolidated entity modified the classification of certain line items within total revenue. In the
consolidated statement of profit or loss and other comprehensive income, certain items which was classified as rental income
from investment properties have been reclassified to revenue from outgoings recovered for the current period as well as the
comparative period.
Parent entity information
In accordance with the Corporations Act 2001, these financial statements present the results of the consolidated entity only.
Supplementary information about the parent entity is disclosed in note 25.
Principles of consolidation
The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Redcape Hotel Trust I ('trust'
or 'parent entity') as at 30 June 2020 and the results of all subsidiaries for the year then ended. Redcape Hotel Trust I and
its subsidiaries together are referred to in these financial statements as the 'consolidated entity'.
Subsidiaries are all those entities over which the consolidated entity has control. The consolidated entity controls an entity
when the consolidated entity is exposed to, or has rights to, variable returns from its involvement with the entity. Subsidiaries
are fully consolidated from the date on which control is transferred to the consolidated entity. They are de-consolidated from
the date that control ceases.
Intercompany transactions, balances and unrealised gains on transactions between entities in the consolidated entity are
eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of the impairment of the asset
transferred. Accounting policies of subsidiaries align with the policies adopted by the consolidated entity.
The acquisition of subsidiaries is accounted for using the acquisition method of accounting. A change in ownership interest,
without the loss of control, is accounted for as an equity transaction, where the difference between the consideration
transferred and the book value of the share of the non-controlling interest acquired is recognised directly in equity attributable
to the parent.
Where the consolidated entity loses control over a subsidiary, it derecognises the assets including goodwill, liabilities and
non-controlling interest in the subsidiary together with any cumulative translation differences recognised in equity. The
consolidated entity recognises the fair value of the consideration received and the fair value of any investment retained
together with any gain or loss in profit or loss.
Revenue recognition
The consolidated entity recognises revenue as follows:
Interest
Interest income is recognised using the effective interest method.
Rent
Rent revenue from investment properties is recognised on a straight-line basis over the lease term for those leases with fixed
annual rent increases. An asset is recognised to represent the portion of operating lease revenue in a reporting year relating
to fixed increases in operating lease rentals in future periods. This receivable is considered to be a component of the relevant
property investment carrying value.
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Redcape Hotel Trust I
Notes to the financial statements
30 June 2020
Note 2. Significant accounting policies (continued)
Cash and cash equivalents
Cash and cash equivalents include cash on hand, deposits held at call with financial institutions, other short-term, highly
liquid investments with original maturities of three months or less.
Trade and other receivables
Trade receivables are initially recognised at fair value and subsequently measured at amortised cost using the effective
interest method, less any allowance for expected credit losses.
The consolidated entity has applied the simplified approach to measuring expected credit losses, which uses a lifetime
expected loss allowance. To measure the expected credit losses, trade receivables have been grouped based on days
overdue.
Other receivables are recognised at amortised cost, less any allowance for expected credit losses.
Derivative financial instruments
Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently
remeasured to their fair value at each reporting date. The accounting for subsequent changes in fair value depends on
whether the derivative is designated as a hedging instrument, and if so, the nature of the item being hedged.
Derivatives are classified as current or non-current depending on the expected period of realisation.
Cash flow hedges
Cash flow hedges are used to hedge the consolidated entity's interest rate risk exposures. The effective portion of the gain
or loss on the hedging instrument is recognised in other comprehensive income through the cash flow hedges reserve in
equity, whilst the ineffective portion is recognised in profit or loss. Amounts taken to equity are transferred out of equity and
included in the measurement of the hedged transaction when the forecast transaction occurs.
Cash flow hedges are tested for effectiveness on a regular basis prospectively to ensure that each hedge is highly effective
and continues to be designated as a cash flow hedge. If the forecast transaction is no longer expected to occur, the amounts
recognised in equity are transferred to profit or loss.
If the hedging instrument is sold, terminated, expires, exercised without replacement or rollover, or if the hedge becomes
ineffective and is no longer a designated hedge, the amounts previously recognised in equity remain in equity until the
forecast transaction occurs.
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Redcape Hotel Trust I
Notes to the financial statements
30 June 2020
Note 2. Significant accounting policies (continued)
Investment properties
Investment properties principally comprise of freehold land and buildings held for long-term rental and capital appreciation
that are not occupied by the consolidated entity. Investment properties are recognised at cost (including transaction costs)
less accumulated depreciation and accumulated impairment losses.
Depreciation is calculated over the freehold building component of the investment property and is recognised in the profit
and loss on a straight-line basis over its estimated useful life. The estimated useful life of freehold buildings ranges from 40
to 150 years. The residual values, useful lives and depreciation method are reviewed, and adjusted if appropriate, at each
reporting date.
Investment properties are derecognised when disposed of or when there is no future economic benefit expected.
Impairment of financial assets
The Group recognises a loss allowance for expected credit losses on financial assets which are either measured at
amortised cost. The Group has adopted a lifetime expected loss allowance in estimating expected credit losses to trade
receivables. These provisions are considered representative across all customers of the Group based on recent sales
experience, historical collection rates and forward-looking information that is available.
Impairment of non-financial assets
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 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.
Trade and other payables
These amounts represent liabilities for goods and services provided to the consolidated entity 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.
Borrowings
Loans and borrowings are initially recognised at the fair value of the consideration received, net of transaction 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 or borrowings are classified as non-current.
Finance costs
Finance costs are expensed in the period in which they are incurred. Finance costs comprise interest expense on borrowings,
using the effective interest rate method, and unwinding of the discount on provisions.
Provisions
Provisions are recognised when the consolidated entity has a present (legal or constructive) obligation as a result of a past
event, it is probable the consolidated entity will be required to settle the obligation, and a reliable estimate can be made of
the amount of the obligation. The amount recognised as a provision is the best estimate of the consideration required to
settle the present obligation at the reporting date, considering the risks and uncertainties surrounding the obligation. If the
time value of money is material, provisions are discounted using a current pre-tax rate specific to the liability. The increase
in the provision resulting from the passage of time is recognised as a finance cost.
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.
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Redcape Hotel Trust I
Notes to the financial statements
30 June 2020
Note 2. Significant accounting policies (continued)
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.
Assets and liabilities measured at fair value are classified into three levels, using a fair value hierarchy that reflects the
significance of the inputs used in making the measurements. Classifications are reviewed at each reporting date and transfers
between levels are determined based on a reassessment of the lowest level of input that is significant to the fair value
measurement.
For recurring and non-recurring fair value measurements, external valuers may be used when internal expertise is either not
available or when the valuation is deemed to be significant. External valuers are selected based on market knowledge and
reputation. Where there is a significant change in fair value of an asset or liability from one period to another, an analysis is
undertaken, which includes a verification of the major inputs applied in the latest valuation and a comparison, where
applicable, with external sources of data.
Issued capital
Ordinary units are classified as equity.
Incremental costs directly attributable to the issue of new units or options are shown in equity as a deduction from the
proceeds.
Distributions
Distributions are recognised when declared during the financial year and no longer at the discretion of the trust.
Provision is made for the amount of any distribution declared, being appropriately authorised and no longer at the discretion
of the trust, on or before the end of the financial year but not distributed at the reporting date.
Goods and Services Tax ('GST') and other similar taxes
Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not
recoverable from the tax authority. In this case it is recognised as part of the cost of the 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 tax authority is included in other receivables or other 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 tax authority, are presented as operating cash flows.
Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the tax authority.
Rounding of amounts
Amounts have been rounded to the nearest thousand dollars unless otherwise stated, in accordance with ASIC Corporations
(Rounding in Financial/Directors' Reports) Instrument 2016/191.

Note 3. Critical accounting judgements, estimates and assumptions
The preparation of the financial statements requires management to make judgements, estimates and assumptions that
affect the reported amounts in the financial statements. Management continually evaluates its judgements and estimates in
relation to assets, liabilities, contingent liabilities, revenue and expenses. Management bases its judgements, estimates and
assumptions on historical experience and on other various factors, including expectations of future events, which
management believes to be reasonable under the circumstances. There are no critical accounting judgements, estimates
and assumptions that are likely to affect the current or future financial years.

14

Redcape Hotel Trust I
Notes to the financial statements
30 June 2020
Note 4. Investment income
Consolidated
2020
2019
$'000
$'000
Rental income from investment properties
Revenue from outgoings recovered

34,079
4,175

45,621
3,648

Investment income

38,254

49,269

Note 5. Operating expenses
Consolidated
2020
2019
$'000
$'000
Investment property outgoings and expenses
Other expenses

4,259
437

3,731
418

4,696

4,149

Note 6. Listing costs and performance fee
Consolidated
2020
2019
$'000
$'000
Listing costs (a)
Performance fee (b)

-

1,524
6,900

-

8,424

(a) Prior period expensed costs associated with listing Redcape on the ASX.
(b) Prior period fee payable to the Responsible Entity, in its capacity, on the overall performance of Redcape and realised
upon IPO event.

Note 7. Current assets - cash and cash equivalents
Consolidated
2020
2019
$'000
$'000
Cash at bank

75,336

1,386

Note 8. Current assets - other current assets
Consolidated
2020
2019
$'000
$'000
Prepayments

1,574
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Note 9. Non-current assets - Other receivables
Consolidated
2020
2019
$'000
$'000
Interest bearing related party receivable (a)
Straight line lease asset

160,875
1,949

172,788
1,720

162,824

174,508

(a) The interest bearing related party receivable is from Redcape Hotel Fund Pty Ltd, a related party. The related party loan
facility expires on 30 June 2025. Loan interest is paid on a monthly basis.

Note 10. Non-current assets - investment properties
All investment properties are freehold and 100% owned by MAHF Custodian Pty Ltd as appointed custodian. Investment
properties are comprised of land, buildings, liquor and gaming licenses. Plant and equipment is held by the tenant.
Consolidated
2020
2019
$'000
$'000
Investment properties
Less: Accumulated depreciation

555,393
(3,435)

572,304
(2,142)

551,958

570,162

Opening
Additions
Disposals
Additions through acquisitions
Depreciation expense

570,162
882
(38,933)
21,294
(1,447)

483,218
86
(12,034)
100,220
(1,328)

Closing

551,958

570,162

Reconciliation
Reconciliation at the beginning and end of the current and previous financial year are set out
below:
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Note 10. Non-current assets - investment properties (continued)
Investment properties at cost
Investment properties principally comprise of freehold land and buildings held for long-term rental and capital appreciation.
Investment properties are recognised at cost (including transaction costs) less accumulated depreciation and accumulated
impairment losses. Fair value of these investment properties as at 30 June 2020 is $639 million (2019: $627 million).
Impairment assessment
Determining whether investment properties are impaired requires an assessment of each investment property’s recoverable
amount less its carrying value. The recoverable amount is based on the higher of its fair value less costs to dispose (FVLCD)
and value in use (VIU) of each individual investment property.
At 30 June 2020, VIU methodology was adopted for 25 investment properties and FVLCD methodology adopted for the
remaining 5 investment properties.
(i)
VIU methodology
These VIU calculations reflect an estimated cash flow projection based on a five-year forecast and requires the use of
assumptions, including estimated discount rates, growth rates of estimated future cash flows, and terminal growth rates. The
VIU method used in determining the recoverable amount of the investment properties is affected by management’s
assumptions used in the calculation. A summary of the key assumptions used in the calculation is detailed below.
Estimated future cash flows are based on fixed annual increases in line with rental agreements and range from 0% to 3.75%.
The discount rates used in the VIU calculation are pre-tax and reflect management’s estimate of the time value of money,
as well as the risks specific to the Group. The discount rates have been determined using the weighted average cost of
capital and the current market risk-free rate, adjusted for relevant business risks. Discount rates applied in the current year
VIU model range between 8.14% to 9.61%.
Terminal growth rate is based on fixed annual increases in line with rental agreements for each investment property which
reflects the long-term growth expectations beyond the five-year forecast horizon. Adopted terminal growth rates in the VIU
model range from 0% to 3.75%.
(ii)
FVLCD methodology
FVLCD includes an estimate’s of each investment property’s fair value and costs of disposal. Each investment property’s fair
value if based on the income capitalisation method, which is determined with reference to market rent and adopted
capitalisation rate.
A summary of the key assumptions used in the calculation is detailed below.

Assumptions used in FVLCD calculation

Adopted capitalisation rate

Weighted average adopted market rent

4.75% - 7.51%

$1.48 million

Sensitivity
Management believes that based on current economic conditions and trading performance of each investment property, any
reasonably possible change in the key assumptions used would not result in the carrying amount to exceed its recoverable
amount and result in a material impairment.
Sensitivity analysis has been undertaken to understand the impact of changes in key unobservable inputs on the Group’s
valuation of its investment properties portfolio at 30 June 2020.
Assuming all other factors remained constant in the FVLCD model, an expansion of capitalisation rates by an additional 25
bps would result in $1.52m impairment of investment properties and a decrease in adopted market rent by 1.0% would result
in $0.42m impairment of investment properties.
Assuming all other factors remained constant in the VIU model, an expansion in discount rates by an additional 25 bps would
result in $0.74m impairment of investment properties and a decrease in terminal growth rate by 25bps would result in $0.53m
impairment of investment properties.
As the recoverable amount from the VIU and/or FVLCD assessments exceeded the carrying amount for each investment
property, no impairment loss was recorded.
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Note 10. Non-current assets - investment properties (continued)

Lessor commitments
Consolidated
2020
2019
$'000
$'000
Minimum lease commitments receivable but not recognised in the financial statements:
Within one year
One to five years
More than five years

46,657
145,323
607,415

35,869
150,408
589,253

799,395

775,530

Note 11. Current liabilities - trade and other payables
Consolidated
2020
2019
$'000
$'000
Trade payables
Accrued interest
Other payables
Outgoings recovered received in advance

357
574
924
991

101
1,945
4,390
896

2,846

7,332

Refer to note 19 for further information on financial instruments.

Note 12. Current liabilities - distribution payable
Consolidated
2020
2019
$'000
$'000
Distribution

1,712

12,030

Distributions
The provision represents distributions declared, being appropriately authorised and no longer at the discretion of the trust,
on or before the end of the financial year but not distributed at the reporting date.
Consolidated - 2020

$'000

Carrying amount at the start of the year
Additional provisions recognised
Payments relating to prior period
Payments relating to current period

12,030
26,060
(12,030)
(24,348)

Carrying amount at the end of the year

1,712
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Note 13. Non-current liabilities - borrowings
Consolidated
2020
2019
$'000
$'000
Bank loans
Capitalised loan establishment costs

490,000
(3,729)

436,700
(607)

486,271

436,093

Refer to note 19 for further information on financial instruments.
Total secured liabilities
The total secured liabilities (current and non-current) are as follows:
Consolidated
2020
2019
$'000
$'000
Bank loans

490,000

436,700

Syndicated Bank Facility
In the prior year, Redcape had a syndicated bank facility which was due to expire on 23 September 2020. The total facility
amount was $477.0 million (excluding $3.0 million ancillary facility). On 2 September 2019, Redcape refinanced its debt
facility which resulted in hedge break costs of $3.8 million and capitalised loan establishment costs of $0.2 million being
written off.
Common Terms Deed
Redcape’s refinance arrangements was executed on 2 September 2019 were made by way of a Common Terms Deed. The
total facility amount is $500.0 million (excluding $3.0 million ancillary facility) comprising Tranche A facility $150.0 million,
Tranche B facility $250.0 million and Revolving facility $100.0 million. The Tranche A and the Revolving facilities expire on
1 September 2022. The Tranche B facility expires on 1 September 2024.
Assets pledged as security
The financiers in respect of the bank loans have first ranking security over all of the assets of each entity in Redcape, a
registered mortgage over each property and a fixed charge over each liquor and gaming licence.
Defaults and breaches
On 25 March 2020, Redcape advised the market that it was in compliance with its loan facility terms with the exception of
clauses relating to a “suspension of business” caused by the forced shutdown of its venues. A formal waiver was
subsequently agreed and formally documented with Redcape’s lending syndicate, ensuring that Redcape remained in full
compliance with its loan agreement. In addition, the lender group has also agreed to temporarily amend financial covenants
that are negatively impacted due to the shutdown of the hotels. Once the hotels have reopened and have had time to return
to more normalised trading conditions, the amended covenants will revert to their original levels.
Restrictions on distributions
As part of the waiver, an amendment pertaining to the restrictions on distributions was obtained. There have been no
breaches of the restrictions on distributions as described in the waiver for the year ended 30 June 2020.
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Note 13. Non-current liabilities - borrowings (continued)
Financing arrangements
Unrestricted access was available at the reporting date to the following lines of credit:
Consolidated
2020
2019
$'000
$'000
Total facilities
Bank loans

500,000

477,000

Used at the reporting date
Bank loans

490,000

436,700

10,000

40,300

Unused at the reporting date
Bank loans

Note 14. Non-current liabilities - derivative financial instruments
Consolidated
2020
2019
$'000
$'000
Interest rate swap contracts - cash flow hedges

1,084

3,489

Refer to note 19 for further information on financial instruments.
Refer to note 20 for further information on fair value measurement.

Note 15. Equity - issued capital

2020
Units

Consolidated
2019
2020
Units
$'000

Ordinary securities - fully paid

552,195,195

551,445,932
June 2020

Details

June 2020
No of units
'000

$'000

318,936
June 2019
No of units
'000

2019
$'000
318,469
June 2019
$'000

Balance at beginning of the period
Units issued
Equity raising costs

551,446
749
-

318,469
467
-

470,312
81,134
-

267,758
52,188
(1,477)

Balance at end of the period

552,195

318,936

551,446

318,469

Ordinary units
Ordinary units entitle the holder to participate in distributions and the proceeds on the winding up of the trust in proportion to
the number of and amounts paid on the units held. The fully paid ordinary units have no par value and the trust does not
have a limited amount of authorised capital.
On a show of hands every member present at a meeting in person or by proxy shall have one vote and upon a poll each
units shall have one vote.
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Note 15. Equity - issued capital (continued)
Capital risk management
The consolidated entity's objectives when managing capital is to safeguard its ability to continue as a going concern, so that
it can provide returns for unit holders and benefits for other stakeholders and to maintain an optimum capital structure to
reduce the cost of capital.
Capital is regarded as total equity, as recognised in the statement of financial position, plus net debt. Net debt is calculated
as total borrowings less cash and cash equivalents.
In order to maintain or adjust the capital structure, the consolidated entity may adjust the amount of distributions paid to unit
holders, return capital to unit holders, issue new units or sell assets to reduce debt.
The consolidated entity is subject to certain financing arrangements covenants and meeting these is given priority in all
capital risk management decisions. There have been no events of default on the financing arrangements during the financial
year.
The capital risk management policy remains unchanged from previous reporting period.

Note 16. Equity - Cash flow hedge reserve
Consolidated
2020
2019
$'000
$'000
Hedging reserve - cash flow hedges

(1,084)

(3,489)

Hedging reserve - cash flow hedges
The reserve is used to recognise the effective portion of the gain or loss of cash flow hedge instruments that is determined
to be an effective hedge.
Refer to Note 20 for further information on financial instruments.
Movements in reserves
Movements in each class of reserve during the current and previous financial year are set out below:
Hedging
reserve
$'000

Consolidated

Total
$'000

Balance at 1 July 2018
Revaluation - gross

(272)
(3,217)

(272)
(3,217)

Balance at 30 June 2019
Revaluation - gross

(3,489)
2,405

(3,489)
2,405

Balance at 30 June 2020

(1,084)

(1,084)
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Note 17. Equity - accumulated losses
Consolidated
2020
2019
$'000
$'000
Accumulated losses at the beginning of the financial year
Profit for the year
Distributions paid (note 18)

(25,921)
33,932
(26,060)

(7,646)
27,996
(46,271)

Accumulated losses at the end of the financial year

(18,049)

(25,921)

Note 18. Equity - distributions
Distributions paid/payable during the financial year for the quarters ending:
Consolidated
2020
2019
$'000
$'000
30 September 2019 - 2.199 cents (30 September 2018: 2.205 cents) per security
31 December 2019 - 2.211 cents (31 December 2018: 2.205 cents) per security
31 March 2020 - zero cents (31 March 2019: 2.158 cents) per security
30 June 2020 - 0.310 cents (30 June 2019: 2.182 cents) per security

12,137
12,211
1,712

10,795
11,548
11,898
12,030

26,060

46,271

Note 19. Financial instruments
Financial risk management objectives
The consolidated entity's activities expose it to interest rate risk and liquidity risk. The consolidated entity's overall risk
management program seeks to minimise potential adverse effects on the financial performance of the consolidated entity.
The consolidated entity uses derivative financial instruments such as interest rate swaps to hedge its interest rate risk
exposure. Derivatives are exclusively used for hedging purposes, i.e. not as trading or other speculative instruments. The
consolidated entity uses different methods to measure different types of risk to which it is exposed. These methods include
sensitivity analysis in the case of interest rate, ageing analysis for credit risk.
Risk management is carried out by senior finance executives ('Finance') under policies approved by the directors of the
Responsible Entity. These policies include identification and analysis of the risk exposure of the consolidated entity and
appropriate procedures, controls and risk limits. Finance identifies, evaluates and hedges financial risks within the
consolidated entity's operations. Finance reports to the directors on a monthly basis.
Market risk
Interest rate risk
The consolidated entity's main interest rate risk arises from long-term borrowings. Borrowings obtained at variable rates
expose the consolidated entity to interest rate risk. Borrowings obtained at fixed rates expose the consolidated entity to fair
value interest rate risk. The policy is to maintain approximately 30% of current borrowings at fixed rates using interest rate
swaps with cap and floor rates.
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Note 19. Financial instruments (continued)
As at the reporting date, the consolidated entity had the following variable rate borrowings and interest rate swap contracts
outstanding:
2020
Weighted
average
interest rate
Balance
%
$'000

Consolidated
Bank loans
Interest rate swaps (notional principal amount)

1.81%
-

Net exposure to cash flow interest rate risk

490,000
(150,000)

2019
Weighted
average
interest rate
Balance
%
$'000
2.98%
-

340,000

436,700
(238,500)
198,200

The bank loans outstanding, totalling $490.0 million (30 June 2019: $436.7 million), are interest payment loans. Monthly cash
outlays of approximately $0.7 million (30 June 2019: $1.1 million) per month are required to service the interest payments.
An official increase/decrease in interest rates of 100 basis points would have an adverse/favourable effect on profit before
tax of $4.9 million (30 June 2019: $4.4 million) per annum.
Credit risk
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
consolidated entity. The consolidated entity has a strict code of credit, including obtaining agency credit information,
confirming references and setting appropriate credit limits. The maximum exposure to credit risk at the reporting date to
recognised financial assets is the carrying amount. The consolidated entity does not hold any collateral or have any
expected credit losses.
Liquidity risk
The consolidated entity manages liquidity risk by maintaining adequate cash reserves and available borrowing facilities by
continuously monitoring actual and forecast cash flows and matching the maturity profiles of financial assets and liabilities.
The consolidated entity has a voluntary working capital deficiency based on its capital management strategy of paying down
debt with excess cash. Due to the uncertainties associated with the ongoing COVID-19 pandemic, it was deemed prudent to
maintain cash reserves at 30 June 2020 to meet the ongoing working capital requirements of the Group.
Financing arrangements
Unused borrowing facilities at the reporting date:
Consolidated
2020
2019
$'000
$'000
Bank loans

10,000
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Note 19. Financial instruments (continued)
Remaining contractual maturities
The following tables detail the consolidated entity's remaining contractual maturity for its financial instrument liabilities. The
tables have been drawn up based on the undiscounted cash flows of financial liabilities based on the earliest date on which
the financial liabilities are required to be paid. The tables include both interest and principal cash flows disclosed as remaining
contractual maturities and therefore these totals may differ from their carrying amount in the statement of financial position.

Consolidated - 2020
Non-derivatives
Non-interest bearing
Trade payables
Other payables

Weighted
average
interest rate
%

-

1 year or
less
$'000

Between 1
and 2 years
$'000

Between 2
and 5 years Over 5 years
$'000
$'000

Remaining
contractual
maturities
$'000

357
2,489

-

-

-

357
2,489

Interest-bearing - variable
Bank loans
Total non-derivatives

1.49%

6,760
9,606

96,125
96,125

408,914
408,914

-

511,799
514,645

Derivatives
Interest rate swaps outflow
Total derivatives

0.25%

67
67

-

-

-

67
67

Between 2
and 5 years Over 5 years
$'000
$'000

Remaining
contractual
maturities
$'000

Consolidated - 2019
Non-derivatives
Non-interest bearing
Trade payables
Other payables

Weighted
average
interest rate
%

-

1 year or
less
$'000

Between 1
and 2 years
$'000

101
7,231

-

-

-

101
7,231

Interest-bearing - variable
Bank loans
Total non-derivatives

2.98%

17,386
24,718

468,102
468,102

-

-

485,488
492,820

Derivatives
Interest rate swaps outflow
Total derivatives

1.02%

611
611

-

-

-

611
611

The cash flows in the maturity analysis above are not expected to occur significantly earlier than contractually disclosed
above. The consolidated entity refinanced its bank loans in September 2019 and have extended the repayments by another
four years. The extension of the bank loans is not reflected in the June 2019 contractual maturities.
Fair value of financial instruments
Unless otherwise stated, the carrying amounts of financial instruments reflect their fair value.
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Note 20. Fair value measurement
Fair value hierarchy
The following tables detail the consolidated entity's assets and liabilities, measured or disclosed at fair value, using a threelevel hierarchy, based on the lowest level of input that is significant to the entire fair value measurement, being:
Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or
indirectly
Level 1
Level 2
Level 3
Total
Consolidated - 2020
$'000
$'000
$'000
$'000
Liabilities
Interest rate swaps
Total liabilities

Level 1
$'000

Consolidated - 2019
Liabilities
Interest rate swaps
Total liabilities

1,084
1,084
Level 2
$'000

-

3,489
3,489

Level 3
$'000

1,084
1,084
Total
$'000

-

3,489
3,489

There were no transfers between levels during the financial year.
Valuation techniques for fair value measurements categorised within level 2
Unquoted investments have been valued using a discounted cash flow model.
Derivative financial instruments have been valued using quoted market rates. This valuation technique maximises the use
of observable market data where it is available.

Note 21. Remuneration of auditors
During the financial year the following fees were paid or payable for services provided by KPMG, the auditor of the trust:
Consolidated
2020
2019
$
$
Audit services - KPMG
Audit or review of the financial statements
Other services - KPMG
IPO related services including due diligence

384,000

349,075

-

799,914

384,000

1,148,989

The fees were paid by RHT I and RHT II as a stapled Group.
The consolidated entity may decide to employ the auditor ('KPMG') on assignments additional to their statutory audit duties
where the auditor's expertise and experience are important. The Chair of the Audit, Risk & Compliance Committee (or
authorised delegate) in the stapled Group must approve any other services provided by KPMG.

Note 22. Contingent liabilities
The consolidated entity has given bank guarantees to a supplier and landlord of a related party as at 30 June 2020 of $2.6
million (2019: $1.8 million).
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Note 23. Commitments
The consolidated entity had no commitments as at 30 June 2020 and 30 June 2019.

Note 24. Related party transactions
Parent entity
Redcape Hotel Trust I is the parent entity.
Subsidiaries
Interests in subsidiaries are set out in note 26.
Transactions with related parties
(a) Responsible entity
Transaction
Transaction
values for
Balance
values for
Balance
the year
outstanding
the year
outstanding
ended 30 as at 30 June ended 30 as at 30 June
June 2020
2020
June 2019
2019
$
$
$
$
MA Asset Management Ltd (i)
Asset management fee
Debt arrangement fee
Acquisition fee
Disposal fee

Redcape Hotel Group Management Ltd (ii)
Asset management fee
Debt arrangement fee (iii)
Acquisition fee
Disposal fee
Performance fee (iv)

-

-

366,633
250,000
602,500
128,000

-

-

-

1,347,133

-

1,320,418
2,500,000
206,305
536,750
-

108,203
-

890,403
345,000
7,200,000

108,917
3,200,000

4,563,473

108,203

8,435,403

3,308,917

(i) MA Asset Management Ltd (formerly known as Moelis Australia Asset Management Ltd) ceased to be the Responsible
Entity on 24 October 2018.
(ii) Redcape Hotel Group Management Ltd was appointed the Responsible Entity of the Trusts from 24 October 2018. Fees
paid to the Responsible Entity are subsequently paid to MA Hotel Management Pty Ltd in its capacity as Trust Manager.
(iii) Debt arrangement fee equates to 0.5% of the $500.0 million debt refinanced in September 2019.
(iv) Performance fee of $0.5 million was capitalised to equity and $6.7 million was expensed in FY19.
(b) Other related party disclosures
The aggregate amounts recognised during the period relating to transactions between the consolidated entity and related
entities were as follows:
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Note 24. Related party transactions (continued)

Related Entity

Transaction

Moelis Australia Advisory Pty
Limited
Moelis Australia Advisory Pty
Limited
MA Hotel Management Pty Ltd
Redcape Hotel Group Pty Ltd
Redcape Hotel Group Pty Ltd
Redcape Hotel Group Pty Ltd

Underwriting fee

Transaction
Transaction
values for
Balance
values for
Balance
the year
outstanding
the year
outstanding
ended 30 as at 30 June ended 30 as at 30 June
June 2020
2020
June 2019
2019
$
$
$
$

-

-

552,500

-

Transaction fee
623,134
(33,850,271)
- (44,986,019)
(7,608,110)
- (10,945,310)
(160,874,761) (160,874,761) (172,787,800) (172,787,800)

Project development fee
Rental income
Interest income
Loan receivable

(202,333,142) (160,874,761) (227,543,495) (172,787,800)

Note 25. Parent entity information
Set out below is the supplementary information about the parent entity.
Statement of profit or loss and other comprehensive income
Parent
2020
$'000

2019
$'000

Profit

26,134

26,560

Total comprehensive income

26,134

26,560

Statement of financial position
Parent
2020
$'000
Total current assets

2019
$'000
93

25

293,446

306,811

Total current liabilities

1,873

15,780

Total liabilities

1,873

15,780

Equity
Issued capital
Accumulated losses

318,936
(27,363)

318,469
(27,438)

Total equity

291,573

291,031

Total assets

Guarantees entered into by the parent entity in relation to the debts of its subsidiaries
The parent entity had no guarantees in relation to the debts of its subsidiaries as at 30 June 2020 and 30 June 2019.
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Note 25. Parent entity information (continued)
Contingent liabilities
The parent entity had no contingent liabilities as at 30 June 2020 and 30 June 2019.
Capital commitments - Property, plant and equipment
The parent entity had no capital commitments for property, plant and equipment as at 30 June 2020 and 30 June 2019.
Significant accounting policies
The accounting policies of the parent entity are consistent with those of the consolidated entity, as disclosed in note 2, except
for the following:
●
Investments in subsidiaries are accounted for at cost, less any impairment, in the parent entity.
●
Distributions received from subsidiaries are recognised as other income by the parent entity.
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Note 26. Interests in subsidiaries
The consolidated financial statements incorporate the assets, liabilities and results of the following subsidiaries in accordance
with the accounting policy described in note 2:

Name
Redcape Hotel Property Trust
St George Hotel Trust
Doonside Hotel Trust
El Cortez Hotel Trust
Keighery Hotel Trust
Lakeview Hotel Motel Trust
Prospect Hotel Trust
Royal Hotel Trust
St Marys Hotel Trust
Belrose Hotel Trust
Red Lantern Hotel Trust
Campbelltown Hotel Trust
Eastwood Hotel Trust
Leumeah Hotel Trust
Mount Annan Hotel Trust
Revesby Pacific Hotel Trust
Willoughby Hotel Trust
Eastern Creek Tavern Hotel Trust
Landmark Hotel Trust
Crown Revesby Hotel Trust
Minskys Hotel Trust
Shamrock Hotel Trust
Hermit Park Hotel Trust
Wattle Hotel Trust
Carrington Hotel Trust
Andergrove Tavern Hotel Trust
Cabramatta Hotel Trust
Crescent Hotel Trust
Wattle Grove Hotel Trust
Sun Hotel Trust
Vauxhall Hotel Trust
Australian Hotel & Brewery Trust
Central Hotel Trust
Unanderra Hotel Trust
Figtree Hotel Trust
Kings Head Hotel Trust (incorporated on 13 December
2019)

Principal place of business /
Country of incorporation

Ownership interest
2020
2019
%
%

Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia

100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%

100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%

Australia

100.00%

100.00%

Note 27. Events after the reporting period
The impact of the Coronavirus (COVID-19) pandemic is ongoing and while it has had a material impact for the Group up to
30 June 2020, it is not practicable to estimate the potential impact, positive or negative, after the reporting date. The situation
is rapidly developing and is dependent on measures imposed by both Federal and State Governments and other countries,
such as maintaining social distancing requirements, quarantine, travel restrictions and any economic stimulus that may be
provided.
Other than the above matters, no other matter or circumstance has arisen since 30 June 2020 that has significantly affected,
or may significantly affect the Group's operations, the results of those operations, or the Group's state of affairs in future
financial years.
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30 June 2020
Note 28. Reconciliation of profit to net cash from operating activities
Consolidated
2020
2019
$'000
$'000
Profit for the year

33,932

Adjustments for:
Depreciation expense
Net gain on disposal of investment properties
Business acquisition costs

27,996

1,447
(13,419)
3

1,328
(410)
-

Change in operating assets and liabilities:
Increase in trade and other receivables
Decrease/(increase) in prepayments
Increase in capitalised loan establishment costs
Decrease in other operating assets
(Decrease)/increase in trade and other payables

(240)
359
(3,122)
(4,485)

(648)
(277)
140
3,432

Net cash from operating activities

14,475

30

31,561

Redcape Hotel Trust I
Directors' declaration
30 June 2020
In the directors' opinion:
●

the attached financial statements and notes comply with the Corporations Act 2001, the Accounting Standards, the
Corporations Regulations 2001, and other mandatory professional reporting requirements;

●

the attached financial statements and notes comply with International Financial Reporting Standards as issued by the
International Accounting Standards Board as described in note 2 to the financial statements;

●

the attached financial statements and notes give a true and fair view of the consolidated entity's financial position as at
30 June 2020 and of its performance for the financial year ended on that date; and

●

there are reasonable grounds to believe that the trust will be able to pay its debts as and when they become due and
payable.

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

___________________________
Nicholas Collishaw
Chairman

___________________________
Daniel Brady
Non-Executive Director

23 September 2020
Sydney
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Independent Auditor’s Report
To the security holders of Redcape Hotel Trust I
Opinion
We have audited the Financial Report of Redcape
Hotel Trust I (the Trust Financial Report).
In our opinion, the accompanying Trust Financial
Report is in accordance with the Corporations Act
2001, including:

•

•

giving a true and fair view of the Group’s
financial position as at 30 June 2020 and of its
financial performance for the year ended on
that date; and
complying with Australian Accounting
Standards and the Corporations Regulations
2001.

The Financial Report of the Trust comprises:
•

Statement of financial position as at 30 June
2020

•

Statement of profit or loss and other
comprehensive income, Statement of changes
in equity, and Statement of cash flows for the
year then ended

•

Notes including a summary of significant
accounting policies

•

Responsible Entity’s Directors’ Declaration.

The Group consists of Redcape Hotel Trust I and
the entities it controlled at the year-end or from
time to time during the financial year.

Basis for opinion
We conducted our audit in accordance with Australian Auditing Standards. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Our responsibilities under those standards are further described in the Auditor’s responsibilities for the
audit of the Trust Financial Report section of our report.
We are independent of the Group and Redcape Hotel Group Management Ltd (the Responsible Entity) in
accordance with the Corporations Act 2001 and the ethical requirements of the Accounting Professional
and Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants (including
Independence Standards) (the Code) that are relevant to our audit of the Trust Financial Report in
Australia. We have fulfilled our other ethical responsibilities in accordance with the Code.
Other Information
Other Information is financial and non-financial information in Redcape Hotel Trust I’s annual reporting
which is provided in addition to the Financial Report and the Auditor’s Report. The Directors of the
Responsible Entity are responsible for the Other Information.
Our opinion on the Financial Report does not cover the Other Information and, accordingly, we do not
express an audit opinion or any form of assurance conclusion thereon.
In connection with our audit of the Financial Report, our responsibility is to read the Other Information. In
doing so, we consider whether the Other Information is materially inconsistent with the Financial Report
or our knowledge obtained in the audit, or otherwise appears to be materially misstated.
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We are required to report if we conclude that there is a material misstatement of this Other Information,
and based on the work we have performed on the Other Information that we obtained prior to the date
of this Auditor’s Report we have nothing to report.
Responsibilities of the Directors for the Financial Report
The Directors of Redcape Hotel Group Management Ltd (the Responsible Entity) are responsible for:
•

preparing the Financial Report that gives a true and fair view in accordance with Australian
Accounting Standards and the Corporations Act 2001

•

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

•

assessing the Group and Trust’s ability to continue as a going concern and whether the use of
the going concern basis of accounting is appropriate. This includes disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless they
either intend to liquidate the Group and Trust or to cease operations, or have no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the Financial Report
Our objective is:
•

to obtain reasonable assurance about whether the Financial Report as a whole is free from
material misstatement, whether due to fraud or error; and

•

to issue an Auditor’s Report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with Australian Auditing Standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error. They are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of the Financial Report.
A further description of our responsibilities for the audit of the Financial Report is located at the Auditing
and Assurance Standards Board website at:
http://www.auasb.gov.au/auditors_responsibilities/ar1_2020.pdf. This description forms part of our
Auditor’s Report.
K

PM_INI_01

KPMG

Paul Thomas
Partner
Sydney
23 September 2020
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Redcape Hotel Trust I
Directors' report
31 December 2019
The directors of the Responsible Entity present their report, together with the financial statements, on the consolidated entity
(referred to hereafter as the 'consolidated entity' or 'Group') consisting of Redcape Hotel Trust I (referred to hereafter as the
'trust' or 'parent entity') and the entities it controlled at the end of, or during, the period ended 31 December 2019.

Directors
The following persons were directors of the Responsible Entity of the Trust for the period ended 31 December 2019:
Mr Nicholas Collishaw
Mr Daniel Brady
Mr Andrew Ireland
Mr David Groves
Mr Hugh Thomson

Principal activities
During the financial half-year the principal continuing activities of the consolidated entity consisted of:
●
Real estate investment in the freehold pub sector in Australia

Review of operations
The profit for the consolidated entity amounted to $21.8 million (31 December 2018: $9.4 million).

Significant changes in the state of affairs
The consolidated entity has disposed of 1 property and exchanged contracts to dispose of 1 property during the period.
There were no other significant changes in the state of affairs of the consolidated entity during the financial period.
Matters subsequent to the end of the financial period
The Coronavirus (COVID-19) pandemic had a material impact on the Redcape Hotel Group’s (‘Redcape’) operating
performance due to the trading restrictions imposed by the Government.
On 19 March 2020, Redcape announced that given the uncertainty in relation to the COVID-19 pandemic, it was appropriate
to withdraw its guidance for the financial year 2020 and reassess quarterly distributions based on trading conditions.
As a result, Redcape did not pay a distribution for the quarter ended 31 March 2020 and as part of closing out the financial
year ended 30 June 2020, announced a small fourth quarter distribution of 0.31 cents per stapled security taking its financial
year 2020 distributions to 4.72 cents per stapled security.
On 22 March 2020, the Federal and State Governments announced new Stage 1 restrictions on social gatherings with all
pubs closed from midday Monday 23 March 2020.
Accordingly, 32 hotels located in NSW and QLD were closed. The Group has provided a full rent waiver to all the tenants
from 23 March 2020 to 30 June 2020. The Group has also agreed to provide a partial rent waiver to all the tenants from 01
July 2020 until 31 December 2020 calculated as a percentage decrease in the tenants’ gross revenue in the relevant
months versus the prior corresponding period.
The Group has an interest-bearing loan receivable from Redcape Hotel Fund Pty Ltd (‘RHF’), a subsidiary of Redcape Hotel
Trust II (‘RHT II’), and has provided a full interest waiver to RHF from 01 April 2020 to 30 June 2020. Should the COVID-19
pandemic continue to have a material impact on RHT II’s performance from 01 July 2020 until 31 December 2020, the
Group has also agreed to partially waive payment of interest calculated as a percentage decrease in RHF’s gross revenue
in the relevant month versus the prior corresponding period.
On 25 March 2020, Redcape advised the market that it was in compliance with its loan facility terms except for those
clauses relating to “suspension of business”. On 1 May 2020, Redcape announced that it had agreed with its lenders
requisite waivers the temporary amendment of a number of terms contained within Redcape’s loan agreements which
ensured that it had financial certainty through the Government imposed temporary shutdown of its hotels.
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Directors' report
31 December 2019
The Group received a payment deferral of Goods and Services Tax amounting $0.3 million subsequent to 31 December
2019. These amounts are expected to be repaid in full in financial year 2021.
The impact of the Coronavirus (COVID-19) pandemic is ongoing, and while it has had a material impact for the Group after
31 December 2020 and up to 30 June 2020, it is not practicable to estimate the potential impact, positive or negative, after
the report signing date. The situation is rapidly developing and is dependent on measures imposed by both Federal and
State Governments and other countries, such as maintaining social distancing requirements, quarantine, travel restrictions
and any economic stimulus that may be provided.
Other than the above, no other matter or circumstance has arisen since 31 December 2019 that has significantly affected, or
may significantly affect the consolidated entity's operations, the results of those operations, or the consolidated entity's state
of affairs in future financial years.
Rounding of amounts
Amounts have been rounded to the nearest thousand dollars unless otherwise stated, in accordance with ASIC Corporations
(Rounding in Financial/Directors' Reports) Instrument 2016/191.

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
immediately after this directors' report.

This report is made in accordance with a resolution of directors, pursuant to section 298(2)(a) of the Corporations Act 2001.
On behalf of the directors

___________________________
Nicholas Collishaw
Chairman

___________________________
Daniel Brady
Non-Executive Director

23 September 2020
Sydney
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Lead Auditor’s Independence Declaration under
Section 307C of the Corporations Act 2001
To the Directors of Redcape Hotel Group Management Ltd, as Responsible
Entity of Redcape Hotel Trust I
I declare that, to the best of my knowledge and belief, in relation to the review of Redcape Hotel Trust I
for the half-year ended 31 December 2019 there have been:
i.

no contraventions of the auditor independence requirements as set out in the
Corporations Act 2001 in relation to the review; and

ii.

no contraventions of any applicable code of professional conduct in relation to the review.

KPM_INI_01
PAR_SIG_01

KPMG

PAR_NAM_01

PAR_POS_01

PAR_DAT_01

PAR_CIT_01

Paul Thomas
Partner
Sydney
23 September 2020
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General information
The Redcape Hotel Trust I ('RHT I') is a registered managed investment scheme under the Corporations Act 2001 domiciled
in Australia. The registered managed investment scheme became effective on 26 October 2018. These consolidated annual
financial statements as at 31 December 2019 comprise of RHT I and it’s controlled entities, and collectively are referred to
as the 'consolidated entity' or ‘Group’. The Responsible Entity of RHT I is Redcape Hotel Group Management Ltd (the
"Responsible Entity").
The Responsible Entity is incorporated and domiciled in Australia. Its registered office and principal place of business is:
Level 27
Governor Phillip Tower
1 Farrer Place
Sydney NSW 2000
A description of the nature of the consolidated entity's operations and its principal activities are included in the directors'
report, which is not part of the financial statements.
The financial statements were authorised for issue, in accordance with a resolution of directors, on 23 September 2020.
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Redcape Hotel Trust I
Statement of profit or loss and other comprehensive income
For the half-year ended 31 December 2019

Note

Investment income

3

Consolidated
31 Dec 2019 31 Dec 2018
$'000
$'000
25,795

24,093

5,227
31,022

5,401
29,494

(2,471)
(666)
(12,081)
(729)
(15,947)

(2,264)
(604)
(8,532)
(609)
(116)
(12,125)

15,075

17,369

6,677

(8,424)
410

21,752

9,355

Items that may be reclassified subsequently to profit or loss
Net change in the fair value of cash flow hedges taken to equity

3,524

(776)

Other comprehensive income for the half-year

3,524

(776)

25,276

8,579

Finance income
Total revenue
Expenses
Operating expenses
Asset management fee
Finance costs
Depreciation expense
Transaction costs
Total expenses

4

Operating profit
Listing costs and performance fee
Gain on disposal of investment properties

5

Profit for the half-year attributable to the securityholders of Redcape Hotel
Trust I

Other comprehensive income

Total comprehensive income for the half-year attributable to the
securityholders of Redcape Hotel Trust I

The above statement of profit or loss and other comprehensive income should be read in conjunction with the
accompanying notes
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Redcape Hotel Trust I
Statement of financial position
As at 31 December 2019

Note

Consolidated
31 Dec 2019 30 Jun 2019
$'000
$'000

Assets
Current assets
Cash and cash equivalents
Trade and other receivables
Other current assets

1,783
(69)
1,095
2,809
19,466
22,275

1,386
13
1,934
3,333
3,333

181,635
35
530,587
712,257

174,508
570,162
744,670

734,532

748,003

9
10

2,514
12,211
14,725

7,332
12,030
19,362

11

429,353
429,353

436,093
3,489
439,582

Total liabilities

444,078

458,944

Net assets

290,454

289,059

Equity
Issued capital
Cash flow hedge reserve
Accumulated losses

318,936
35
(28,517)

318,469
(3,489)
(25,921)

Total equity

290,454

289,059

Non-current assets classified as held for sale
Total current assets

6

Non-current assets
Other receivables
Derivative financial instruments
Investment properties
Total non-current assets

7
8

Total assets

Liabilities
Current liabilities
Trade and other payables
Distribution payable
Total current liabilities
Non-current liabilities
Borrowings
Derivative financial instruments
Total non-current liabilities

The above statement of financial position should be read in conjunction with the accompanying notes
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Redcape Hotel Trust I
Statement of changes in equity
For the half-year ended 31 December 2019

Cash flow
hedge
reserve
$'000

Issued
capital
$'000

Consolidated
Balance at 1 July 2018

Retained
profits
$'000

Total equity
$'000

267,758

(272)

(7,646)

259,840

Profit for the half-year
Other comprehensive income for the half-year

-

(776)

9,355
-

9,355
(776)

Total comprehensive income for the half-year

-

(776)

9,355

8,579

50,711
-

-

(22,343)

50,711
(22,343)

318,469

(1,048)

(20,634)

296,787

Transactions with securityholders in their capacity as
securityholders:
Contributions of equity, net of transaction costs
Distributions paid (note 12)
Balance at 31 December 2018

Cash flow
hedge
reserve
$'000

Issued
capital
$'000

Consolidated
Balance at 1 July 2019

Retained
profits
$'000

Total equity
$'000

318,469

(3,489)

(25,921)

289,059

Profit for the half-year
Other comprehensive income for the half-year

-

3,524

21,752
-

21,752
3,524

Total comprehensive income for the half-year

-

3,524

21,752

25,276

467
-

-

(24,348)

467
(24,348)

318,936

35

(28,517)

290,454

Transactions with securityholders in their capacity as
securityholders:
Contributions of equity, net of transaction costs
Distributions paid (note 12)
Balance at 31 December 2019

The above statement of changes in equity should be read in conjunction with the accompanying notes
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Redcape Hotel Trust I
Statement of cash flows
For the half-year ended 31 December 2019

Note

Cash flows from operating activities
Receipts from customers (inclusive of GST)
Payments to suppliers (inclusive of GST)

Consolidated
31 Dec 2019 31 Dec 2018
$'000
$'000

28,343
(8,400)

26,179
(9,278)

19,943
5,227
(17,117)

16,901
5,401
(8,851)

8,053

13,451

Cash flows from investing activities
Payment for acquisition of investment properties
Payments for additions to investment properties
Proceeds from disposal of investment properties

(88)
26,144

(97,116)
(21)
12,444

Net cash from/(used in) investing activities

26,056

(84,693)

467
62,000
(65,000)
(54,908)
47,896
(24,167)

52,188
(1,477)
85,000
(23,000)
(165,093)
134,098
(21,038)

(33,712)

60,678

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

397
1,386

(10,564)
14,519

Cash and cash equivalents at the end of the financial half-year

1,783

3,955

Interest received
Interest and other finance costs paid (a)
Net cash from operating activities

17

Cash flows from financing activities
Proceeds from issue of units
Unit issue transaction costs
Proceeds of bank loans
Repayment of bank loans
Loans to related and other parties
Loans from related and other parties
Distributions paid

12

Net cash (used in)/from financing activities

(a) FY20 includes one-off refinancing establishment costs of $4.8 million and hedge break costs of $3.8 million

The above statement of cash flows should be read in conjunction with the accompanying notes
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Redcape Hotel Trust I
Notes to the financial statements
31 December 2019
Note 1. General Information
Reporting Entity
The consolidated entity is a for-profit entity and its principal consisted of real estate investment in the freehold pub sector in
Australia. There has been no significant change in the nature of the principal activities during the period.
Scheme Registration
RHT I (ARSN 629 354 614) is domiciled in Australia and was registered as a managed investment scheme on 26 October
2018 under the Corporations Act 2001.
Responsible Entity
Redcape Hotel Group Management Ltd ('RHGM') is the Responsible Entity of RHT I effective 24 October 2018.

Note 2. Significant accounting policies
These general purpose financial statements for the interim half-year reporting period ended 31 December 2019 have been
prepared in accordance with Australian Accounting Standard AASB 134 'Interim Financial Reporting' and the Corporations
Act 2001, as appropriate for for-profit oriented entities. Compliance with AASB 134 ensures compliance with International
Financial Reporting Standard IAS 34 'Interim Financial Reporting'.
These general purpose financial statements do not include all the notes of the type normally included in annual financial
statements. Accordingly, these financial statements are to be read in conjunction with the annual report for the year ended
30 June 2019.
The financial report has been prepared on a going concern basis. Notwithstanding the ongoing COVID-19 pandemic, the
Group is well placed to manage the volatility around COVID-19. Its main source of income is rental income from investment
properties. The Group has provided full rent waiver to all the tenants from 23 March 2020 to 30 June 2020 and has agreed
to provide a partial rent waiver to all its tenants from 01 July 2020 until 31 December 2020, calculated as a percentage
decrease in the tenants’ gross revenue in the relevant months versus the prior corresponding period. Since the tenants’
return to full operations on 3 July 2020, they have experienced strong revenue performance compared to the prior
corresponding period.
The principal accounting policies adopted are consistent with those of the previous financial year and corresponding interim
reporting period, except for the policies stated below.
Functional and presentation currency
The consolidated financial statements are presented in Australian dollars, which is the consolidated entity's functional
currency and amounts have been rounded to the nearest thousand dollars unless otherwise stated, in accordance with ASIC
Corporations (Rounding in Financial/Directors' Reports) Instrument 2016/191.
Comparative figures
During the period ended 31 December 2019, the consolidated entity modified the classification of certain line items within
total revenue. In the consolidated statement of profit or loss and other comprehensive income, certain items which was
classified as rental income from investment properties have been reclassified to revenue from outgoings recovered for the
current period as well as the comparative period.
New or amended Accounting Standards and Interpretations adopted
The consolidated entity 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.
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Redcape Hotel Trust I
Notes to the financial statements
31 December 2019
Note 2. Significant accounting policies (continued)
Any new or amended Accounting Standards or Interpretations that are not yet mandatory have not been early adopted.
The adoption of these Accounting Standards or Interpretations did not have any material impact on the financial
performance or position of the consolidated entity.
The following Accounting Standards and Interpretations are most relevant to the consolidated entity:
AASB 16 Leases
The consolidated entity leases out its investment properties and has classified these leases as operating leases. The
consolidated entity is not required to make any adjustments on transition to AASB 16 for leases in which it acts as a lessor.
Investment properties principally comprise of freehold land and buildings held for long-term rental and capital appreciation
that are not occupied by the consolidated entity. Investment properties are recognised at cost (including transaction costs)
less accumulated depreciation and accumulated impairment losses.

Note 3. Investment income
Consolidated
31 Dec 2019 31 Dec 2018
$'000
$'000
Rental income from investment properties
Revenue from outgoings recovered

23,584
2,211

22,062
2,031

Investment income

25,795

24,093

Note 4. Operating expenses
Consolidated
31 Dec 2019 31 Dec 2018
$'000
$'000
Investment property outgoings and expenses
Other expenses

2,253
218

2,073
191

2,471

2,264

Note 5. Listing costs and performance fee
Consolidated
31 Dec 2019 31 Dec 2018
$'000
$'000
Listing costs (a)
Performance fee (b)

-

1,524
6,900

-

8,424

(a) Prior period expensed costs associated with listing Redcape on the ASX.
(b) Prior period fee payable to the Responsible Entity, in its capacity, on the overall performance of Redcape and realised
upon IPO event.
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Notes to the financial statements
31 December 2019
Note 6. Current assets - non-current assets classified as held for sale
Consolidated
31 Dec 2019 30 Jun 2019
$'000
$'000
Investment properties

19,466

-

Note 7. Non-current assets - Other receivables
Consolidated
31 Dec 2019 30 Jun 2019
$'000
$'000
Interest bearing related party receivable (a)
Straight line lease asset

179,800
1,835

172,788
1,720

181,635

174,508

(a) The interest bearing related party receivable is from Redcape Hotel Fund Pty Ltd, a related party. The related party loan
facility expires on 30 June 2025. Loan interest is paid on a monthly basis.

Note 8. Non-current assets - investment properties
All investment properties are freehold and 100% owned by MAHF Custodian Pty Ltd as appointed custodian. Investment
properties are comprised of land, buildings, liquor and gaming licenses. Plant and equipment is held by the tenant.
Consolidated
31 Dec 2019 30 Jun 2019
$'000
$'000
Investment properties
Less: Accumulated depreciation

533,304
(2,717)

572,304
(2,142)

530,587

570,162

Opening
Additions
Classified as held for sale (note 6)
Disposals
Additions through acquisitions
Depreciation expense

570,162
88
(19,466)
(19,468)
(729)

483,218
86
(12,034)
100,220
(1,328)

Closing

530,587

570,162

Reconciliation
Reconciliation at the beginning and end of the current and previous financial year are set out
below:

Investment properties at cost
Investment properties principally comprise of freehold land and buildings held for long-term rental and capital appreciation.
Investment properties are recognised at cost (including transaction costs) less accumulated depreciation and accumulated
impairment losses. Fair value of these investment properties as at 31 December 2019 is $608 million (2019: $627 million).
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Notes to the financial statements
31 December 2019
Note 8. Non-current assets - investment properties (continued)
Lessor commitments
Consolidated
31 Dec 2019 30 Jun 2019
$'000
$'000
Minimum lease commitments receivable but not recognised in the financial statements:
Within one year
One to five years
More than five years

45,106
144,091
540,261

35,869
150,408
589,253

729,458

775,530

Note 9. Current liabilities - trade and other payables
Consolidated
31 Dec 2019 30 Jun 2019
$'000
$'000
Trade payables
Accrued interest
Other payables
Outgoings recovered received in advance

293
648
853
720

101
1,945
4,390
896

2,514

7,332

Note 10. Current liabilities - distribution payable
Consolidated
31 Dec 2019 30 Jun 2019
$'000
$'000
Distribution

12,211

12,030

Distributions
The provision represents distributions declared, being appropriately authorised and no longer at the discretion of the trust,
on or before the end of the financial year but not distributed at the reporting date.
Consolidated - 31 Dec 2019

$'000

Carrying amount at the start of the half-year
Additional provisions recognised
Payments relating to prior period
Payments relating to current period

12,030
24,348
(12,030)
(12,137)

Carrying amount at the end of the half-year

12,211
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Redcape Hotel Trust I
Notes to the financial statements
31 December 2019
Note 11. Non-current liabilities - borrowings
Consolidated
31 Dec 2019 30 Jun 2019
$'000
$'000
Bank loans
Capitalised loan establishment costs

433,700
(4,347)

436,700
(607)

429,353

436,093

Total secured liabilities
The total secured liabilities (current and non-current) are as follows:
Consolidated
31 Dec 2019 30 Jun 2019
$'000
$'000
Bank loans

433,700

436,700

Syndicated Bank Facility
In the prior year, Redcape Hotel Group (‘Redcape’) had a syndicated bank facility which was due to expire on 23 September
2020. The total facility amount was $477.0 million (excluding $3.0 million ancillary facility). On 2 September 2019, Redcape
refinanced its debt facility which resulted in hedge break costs of $3.8 million and capitalised loan establishment costs of
$0.2 million being written off.
Common Terms Deed
Redcape’s refinance arrangements was executed on 2 September 2019 by way of a Common Terms Deed. The total facility
amount is $500.0 million (excluding $3.0 million ancillary facility) comprising Tranche A facility $150.0 million, Tranche B
facility $250.0 million and Revolving facility $100.0 million. The Tranche A and the Revolving facilities expire on 1 September
2022. The Tranche B facility expires on 1 September 2024.
Assets pledged as security
The financiers in respect of the bank loans have first ranking security over all of the assets of each entity in Redcape, a
registered mortgage over each property and a fixed charge over each liquor and gaming licence.
Defaults and breaches
There have been no breaches of bank covenants in the period ended 31 December 2019.
Restrictions on distributions
There have been no breaches of the restrictions on distributions in the period ended 31 December 2019.
Financing arrangements
Unrestricted access was available at the reporting date to the following lines of credit:
Consolidated
31 Dec 2019 30 Jun 2019
$'000
$'000
Total facilities
Bank loans

500,000

477,000

Used at the reporting date
Bank loans

433,700

436,700

66,300

40,300

Unused at the reporting date
Bank loans
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Notes to the financial statements
31 December 2019
Note 12. Equity - distributions
Distributions paid/payable during the financial year for the quarters ending:
Consolidated
31 Dec 2019 31 Dec 2018
$'000
$'000
30 September 2019 - 2.199 cents (30 September 2018: 2.205 cents) per security
31 December 2019 - 2.211 cents (31 December 2018: 2.205 cents) per security

12,137
12,211

10,795
11,548

24,348

22,343

Note 13. Fair value measurement
Fair value hierarchy
The following tables detail the consolidated entity's assets and liabilities, measured or disclosed at fair value, using a threelevel hierarchy, based on the lowest level of input that is significant to the entire fair value measurement, being:
Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or
indirectly
Level 1
Level 2
Level 3
Total
Consolidated - 31 Dec 2019
$'000
$'000
$'000
$'000
Liabilities
Interest rate swaps
Total liabilities

Level 1
$'000

Consolidated - 30 Jun 2019
Liabilities
Interest rate swaps
Total liabilities

(35)
(35)
Level 2
$'000

-

3,489
3,489

Level 3
$'000

(35)
(35)
Total
$'000

-

3,489
3,489

Assets and liabilities held for sale are measured at fair value on a non-recurring basis.
There were no transfers between levels during the financial half-year.
Valuation techniques for fair value measurements categorised within level 2
Unquoted investments have been valued using a discounted cash flow model.
Derivative financial instruments have been valued using quoted market rates. This valuation technique maximises the use
of observable market data where it is available.

Note 14. Contingent liabilities
The consolidated entity has given bank guarantees to a supplier and landlord of a related party as at 31 December 2019 of
$2.6 million (June 2019: $1.8 million).

Note 15. Related party transactions
Parent entity
Redcape Hotel Trust I is the parent entity.
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Redcape Hotel Trust I
Notes to the financial statements
31 December 2019
Note 15. Related party transactions (continued)
Transactions with related parties
(a) Responsible entity
Transaction
values for
Balance
the year
outstanding
ended 31
as at 31
December
December
2019
2019
$
$
MA Asset Management Ltd (i)
Asset management fee
Debt arrangement fee
Acquisition fee
Disposal fee

Redcape Hotel Group Management Ltd (ii)
Asset management fee
Debt arrangement fee (iii)
Acquisition fee
Disposal fee
Performance fee (iv)

Transaction
values for
the year
Balance
ended 31
outstanding
December as at 30 June
2018
2019
$
$

-

-

366,633
250,000
602,500
128,000

-

-

-

1,347,133

-

665,747
2,500,000
266,750
-

109,901
266,750
-

236,903
345,000
7,200,000

108,917
3,200,000

3,432,497

376,651

7,781,903

3,308,917

(i) MA Asset Management Ltd (formerly known as Moelis Australia Asset Management Ltd) ceased to be the Responsible
Entity on 24 October 2018.
(ii) Redcape Hotel Group Management Ltd was appointed the Responsible Entity of the Trusts from 24 October 2018. Fees
paid to the Responsible Entity are subsequently paid to MA Hotel Management Pty Ltd in its capacity as Trust Manager.
(iii) Debt arrangement fee equates to 0.5% of the $500.0 million debt refinanced in September 2019.
(iv) Performance fee of $0.5 million was capitalised to equity and $6.7 million was expensed in FY19.
(b) Other related party disclosures
The aggregate amounts recognised during the period relating to transactions between the consolidated entity and related
entities were as follows:
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Redcape Hotel Trust I
Notes to the financial statements
31 December 2019
Note 15. Related party transactions (continued)

Related Entity

Transaction

Moelis Australia Advisory Pty
Limited
Moelis Australia Advisory Pty
Limited
MA Hotel Management Pty Ltd
Redcape Hotel Group Pty Ltd
Redcape Hotel Group Pty Ltd
Redcape Hotel Group Pty Ltd

Underwriting fee

Transaction
Transaction
values for
Balance
values for
the year
outstanding
the year
Balance
ended 31
as at 31
ended 31
outstanding
December
December
December as at 30 June
2019
2019
2018
2019
$
$
$
$

-

-

552,500

-

Transaction fee
623,134
(23,469,571)
- (21,744,589)
(5,207,844)
- (10,945,310)
(179,799,681) (179,799,681) (167,620,614) (172,787,800)

Project development fee
Rental income
Interest income
Loan receivable

(208,477,096) (179,799,681) (199,134,879) (172,787,800)
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Redcape Hotel Trust I
Notes to the financial statements
31 December 2019
Note 16. Events after the reporting period
The Coronavirus (COVID-19) pandemic had a material impact on the Redcape Hotel Group’s (‘Redcape’) operating
performance due to the trading restrictions imposed by the Government.
On 19 March 2020, Redcape announced that given the uncertainty in relation to the COVID-19 pandemic, it was
appropriate to withdraw its guidance for the financial year 2020 and reassess quarterly distributions based on trading
conditions.
As a result, Redcape did not pay a distribution for the quarter ended 31 March 2020 and as part of closing out the financial
year ended 30 June 2020, announced a small fourth quarter distribution of 0.31 cents per stapled security taking its
financial year 2020 distributions to 4.72 cents per stapled security.
On 22 March 2020, the Federal and State Governments announced new Stage 1 restrictions on social gatherings with all
pubs closed from midday Monday 23 March 2020.
Accordingly, 32 hotels located in NSW and QLD were closed. The Group has provided a full rent waiver to all the tenants
from 23 March 2020 to 30 June 2020. The Group has also agreed to provide a partial rent waiver to all the tenants from 01
July 2020 until 31 December 2020 calculated as a percentage decrease in the tenants’ gross revenue in the relevant
months versus the prior corresponding period.
The Group has an interest-bearing loan receivable from Redcape Hotel Fund Pty Ltd (‘RHF’), a subsidiary of Redcape
Hotel Trust II (‘RHT II’), and has provided a full interest waiver to RHF from 01 April 2020 to 30 June 2020. Should the
COVID-19 pandemic continue to have a material impact on RHT II’s performance from 01 July 2020 until 31 December
2020, the Group has also agreed to partially waive payment of interest calculated as a percentage decrease in RHF’s
gross revenue in the relevant month versus the prior corresponding period.
On 25 March 2020, Redcape advised the market that it was in compliance with its loan facility terms except for those
clauses relating to “suspension of business”. On 1 May 2020, Redcape announced that it had agreed with its lenders
requisite waivers the temporary amendment of a number of terms contained within Redcape’s loan agreements which
ensured that it had financial certainty through the Government imposed temporary shutdown of its hotels.
The Group received a payment deferral of Goods and Services Tax amounting $0.3 million subsequent to 31 December
2019. These amounts are expected to be repaid in full in financial year 2021.
The impact of the Coronavirus (COVID-19) pandemic is ongoing, and while it has had a material impact for the Group after
31 December 2020 and up to 30 June 2020, it is not practicable to estimate the potential impact, positive or negative, after
the report signing date. The situation is rapidly developing and is dependent on measures imposed by both Federal and
State Governments and other countries, such as maintaining social distancing requirements, quarantine, travel restrictions
and any economic stimulus that may be provided.
Other than the above, no other matter or circumstance has arisen since 31 December 2019 that has significantly affected,
or may significantly affect the consolidated entity's operations, the results of those operations, or the consolidated entity's
state of affairs in future financial years.
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Redcape Hotel Trust I
Notes to the financial statements
31 December 2019
Note 17. Reconciliation of profit to net cash from operating activities
Consolidated
31 Dec 2019 31 Dec 2018
$'000
$'000
Profit for the half-year

21,752

9,355

Adjustments for:
Depreciation expense
Gain on disposal of investment properties

729
(6,677)

609
(410)

Change in operating assets and liabilities:
Increase in trade and other receivables
Decrease/(increase) in prepayments
Increase in capitalised loan establishment costs
Increase/(decrease) in trade and other payables

(32)
838
(3,740)
(4,817)

(322)
708
3,511

8,053

13,451

Net cash from operating activities
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Redcape Hotel Trust I
Directors' declaration
31 December 2019
In the directors' opinion:
●

the attached financial statements and notes comply with the Corporations Act 2001, Australian Accounting Standard
AASB 134 'Interim Financial Reporting', the Corporations Regulations 2001 and other mandatory professional reporting
requirements;

●

the attached financial statements and notes give a true and fair view of the consolidated entity's financial position as at
31 December 2019 and of its performance for the financial half-year ended on that date; and

●

there are reasonable grounds to believe that the trust will be able to pay its debts as and when they become due and
payable.

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

___________________________
Nicholas Collishaw
Chairman

___________________________
Daniel Brady
Non-Executive Director

23 September 2020
Sydney
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Independent Auditor’s Review Report
To the security holders of Redcape Hotel Trust I
Report on the Interim Financial Report

Conclusion
We have reviewed the accompanying
Interim Financial Report of Redcape
Hotel Trust I.
Based on our review, which is not an
audit, we have not become aware of any
matter that makes us believe that the
Interim Financial Report of Redcape Hotel
Trust I is not in accordance with the
Corporations Act 2001, including:

•

•

giving a true and fair view of the
Group’s financial position as at 31
December 2019 and of its
performance for the Interim Period
ended on that date; and
complying with Australian Accounting
Standard AASB 134 Interim Financial
Reporting and the Corporations
Regulations 2001.

The Interim Financial Report comprises

•

Consolidated statement of financial position as at
31 December 2019

•

Consolidated statement of profit or loss and other
comprehensive income, Consolidated statement of
changes in equity and Consolidated statement of
cash flows for the period ended on that date

•

Notes 1 to 28 comprising a summary of significant
accounting policies and other explanatory
information

•

The Directors’ Declaration.
The Group comprises Redcape Hotel Trust I and
the entities it controlled at the Interim Period’s
end or from time to time during the Interim Period.
The Interim Period is the 6 months
ended on 31 December 2019.

Responsibilities of the Directors of the Responsible Entities for the Interim Financial Report
The Directors of Redcape Hotel Group Management Ltd (the Responsible Entity) are responsible for:
•
•

the preparation of the Interim Financial Report that gives a true and fair view in accordance
with Australian Accounting Standards and the Corporations Act 2001
such internal control as the Directors determine is necessary to enable the preparation of the
Interim Financial Report that is free from material misstatement, whether due to fraud or
error.
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KPMG, an Australian partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity.

Liability limited by a scheme approved under
Professional Standards Legislation.

Auditor’s responsibility for the review of the Interim Financial Report
Our responsibility is to express a conclusion on the Interim Financial Report based on our review. We
conducted our review in accordance with Auditing Standard on Review Engagements ASRE 2410
Review of a Financial Report Performed by the Independent Auditor of the Entity, in order to state
whether, on the basis of the procedures described, we have become aware of any matter that makes
us believe that the Interim Financial Report is not in accordance with the Corporations Act 2001
including: giving a true and fair view of the Group’s financial position as at 31 December 2019 and its
performance for the interim period ended on that date; and complying with Australian Accounting
Standard AASB 134 Interim Financial Reporting and the Corporations Regulations 2001. As auditor of
Redcape Hotel Trust I, ASRE 2410 requires that we comply with the ethical requirements relevant to
the audit of the annual financial report.
A review of an Interim Period Financial Report consists of making enquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures.
A review is substantially less in scope than an audit conducted in accordance with Australian Auditing
Standards and consequently does not enable us to obtain assurance that we would become aware of
all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.
In conducting our review, we are independent of the Stapled Group in accordance with the relevant
ethical requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of
Ethics for Professional Accountants.

KPMG

Paul Thomas
Partner
Sydney
23 September 2020
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