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Unaudited Financial Results for the Year Ended 30 June 2020 
 

GEO IMPROVES EARNINGS AS OPERATIONAL 
CHANGES DELIVER  

Summary 

• Experienced management team starts in H2 with a focus on execution, selling a simplified 
product suite to key addressable vertical segments. The combination of lean operations and 
tight focus delivers meaningful improvements in the momentum and results in H2, including 
customer acquisition metrics. 

• Net losses from operations improve 62.6% to $2.1m(1) ($5.5 m in FY19), EBITDA(2) losses improve 
12.4% to $1.2m ($1.4m in FY19), while operating and investing cash outflows reduce 40.5% to 
$1.4m ($2.4m in FY19) on a 14.7% reduction in Group revenues (down from $5.6m to $4.8m).  

• Costs reduce significantly during H2 through a combination of permanent efficiencies and 
temporary reductions in salaries, rent and marketing spend. Stripping out the impact of 
temporary cost reductions and COVID-19 subsidies, Q4 FY20 operating and investing cash 
outflows are 39% improved on Q4 FY19.  

• Core Geo product customers are largely unaffected by COVID-19. Licence numbers decrease by 
9.4% primarily due to a pause in customer acquisition activities during the pandemic lockdown. 
Year-end Average Revenue per User (ARPU) for core product increases by 4.1% from June 2019 
to $17.79.  

• Geo for Sales customers’ field sales operations are significantly impacted by lockdowns in 
Australia and New Zealand, leading to a 51.1% decrease in subscription revenues. This product 
now accounts for less than 10% of group revenues and is held at zero value in the balance sheet. 

• Focus on priority customer segments is driving material improvements in the quality of leads, 
cost-per-lead metrics and customer enquiry. Head of Sales recruited from hipages, Australia's 
leading tradie demand-side platform. 

• The Company's operations are expected to be funded through early 2021 from the combination 
of $0.3m cash at hand, $0.3m in undrawn convertible notes and $0.5m in annual R&D grants. As 
temporary expense reductions are gradually reinstated, GEO sees its monthly cash burn 
stabilising at ~$130-$140k from late 2020. 

• While GEO is not providing guidance, the focus and cadence within the business provide 
confidence to Directors that growth will resume in FY21, with the rate of top line growth 
dictating the amount of incremental capital required to reach cash flow break 
even. Illustratively, at 20%-40% top line growth rates the company would require ~$1.0 - $2.5m 
in incremental capital.  

______________________________________________ 

GEO (NZX.GEO), a global provider of Software-as-a-Service (SaaS) mobile workforce solutions, today 
announces its unaudited financial results for the financial year to 30 June 2020.  

The appointment of a highly experienced management team led by CEO Tim Molloy in the second 
half of the financial year has seen a renewed focus on execution, including the simplification of the 
product suite and customer acquisition activities aimed at addressable vertical segments. The result 
is an acceleration in momentum in the business, improvements in cash flows and strong 
improvements in customer acquisition metrics. 

 

 

1. All figures are for the twelve months ended 30 June 2020 unless otherwise stated.  
2. Earnings before Interest, Tax, Depreciation and Amortisation. Changes to lease accounting under NZ IFRS 16 has contributed to the movement in 

EBITDA in 2020 (vs 2019), however GEO has included for consistency with prior period reporting.  



 

 

Financial Result for Year Ended 30 June 2020 

GEO reports a 62.6% improvement in net loss from operations, a 12.4% improvement in EBITDA and a 
40.5% reduction in operating and investing cash outflows, despite pausing customer acquisition 
activities during lockdowns in H2. 

Group revenue for the financial year fell 14.7% to $4.8m (FY19 $5.6m), largely as Geo for Sales 
customers reduced their field-based sales activities, resulting in a 51.1% reduction in product 
revenues.  This product now accounts for less than 10% of group revenues and is held at zero value in 
the balance sheet. 

Subscription revenue for the Company’s core Geo platform proved resilient during the pandemic, with 
revenues down 6.6% on FY19 to $3.3m, and Monthly Recurring Revenue at June 2020 down 5.7% on 
FY19.  While job activity levels on the Geo platform decreased during lockdowns in Australia and New 
Zealand, active customer retention strategies ensured that churn remained consistent with historical 
trends.  

Prior to the pandemic Tim Molloy and the management team reviewed all parts of the company's 
business to deliver a range of operational efficiencies and sustained cost savings that have driven 
the improvements in the bottom line result and cash flows.  

The Company took the view that marketing should be curtailed during the lockdowns, and this saw 
external marketing spend down 97% in the June quarter relative to the same quarter in FY19. 
Marketing spending is being reinstated. 

Employment costs were reduced by 35% in Q4 versus the same quarter in FY19, reflecting carefully 
targeted reductions in staff numbers and temporary salary reductions for senior team members. In 
addition, general overhead costs were reduced by 41% over the same period and Directors' fees were 
reduced by 20%.  

After normalising for COVID-19 wage subsidies and temporary salary reductions, Q4 FY20 cash 
expenses were 39% lower than PCP. 
 
 

YEAR ENDED 30 JUNE 

2020 

$’000 

2019 

$’000 

VARIANCE 

$’000 

VARIANCE 

% 

Revenues     

  Geo Subscription Revenue 3,317 3,550 (233) -6.6% 

  Geo for Sales Subscription Revenue 664 1,357 (693) -51.1% 

Recurring Revenues (Subscriptions) 3,981 4,907 (926) -18.9% 

  Training & Implementation Fees 28 68 (40) -58.8% 

  Other Revenues (incl. grants) 764 620 144 +23.2% 

Total Revenues 4,773 5,595 (822) -14.7% 

     

Earnings     

   Statutory Net (Loss) after Tax (2,054) (5,495) 3,441 -62.6% 

   EBITDA 2 (1,198) (1,368) 170 -12.4% 

     

Operational Cash Flows     

   Operating Cash Flows (439) (1,218) 779 -64.0% 

   Investing Cash Flows (998) (1,199) 201 -16.8% 

Total Operating & Investing Cash Flows (1,437) (2,417) 980 -40.5% 

     

Licenses     

  Geo 14,807 16,347 (1,540) -9.4% 

  Geo for Sales 231 905 (674) -74.5% 

Monthly ARPU     

  Geo $17.79 $17.09 $0.70 +4.1% 

  Geo for Sales $82.59 $93.05 $(10.46) -11.2% 



 

 

Cash Flows and Capital Position 

Costs were reduced significantly during H2 through a combination of permanent efficiencies and 
temporary reductions in salaries, rent and marketing spend. Stripping out the impact of temporary 
cost reductions and COVID-19 subsidies, operating and investing cash outflows were 39% improved 
on FY19. As temporary expense reductions are gradually reinstated, GEO sees its monthly cash burn 
stabilising at ~$130-$140k from late 2020. 

While GEO is not providing guidance, the focus and cadence within the business provide 
confidence to Directors that growth will resume in FY21, with the rate of top line growth dictating 
the amount of incremental capital required to reach cash flow break even. Illustratively, at 20%-40% 
top line growth rates the company would require ~$1.0 - $2.5m in incremental capital.  

CEO Commentary 

GEO CEO Tim Molloy said:  

"Since joining GEO in February 2020, my focus has been on refining the Company's strategy, and 
driving operational excellence into all parts of the business: strategy, product, go-to-market and 
analytics.  

"GEO sells its software to an addressable market of more than 300,000 home services professionals 
and tradies in Australasia alone. We have the largest installed user base of any home services mobile 
application in Australia and New Zealand. Our priority customer segments include building, 
cleaning, concreting, electrical, HVAC, maintenance, painting, pest control, plumbing, roofing and 
security. Many businesses in these segments are digitising their operations, with some acceleration 
evident since the onset of COVID-19. Applications like ours are no longer 'nice to haves', they are 
'must-haves'.  

"Prior to the onset of COVID-19 we adopted an operationally lean and focused strategy, reducing the 
size of the team by 25%. Every team member can now see their contribution to producing value for 
our customers. Doing more with less has made us resilient and faster-moving. 

"Our core Geo product is proving competitive and the roadmap is now tightly aligned to both the 
market opportunity and market feedback. All of our efforts are focused on scaling this product and 
accelerating customer acquisition from a carefully segmented and profitable portfolio of customers 
with attractive metrics. It's working, and momentum is building quickly. 

"By segmenting our target markets, we are rapidly increasing the effectiveness of our sales activities, 
increasing the quality of leads, decreasing our cost-per-lead, reducing wastage and improving sales. 
Indicators of these improvements include: a strong increase in Q4 customer enquiries over the same 
period a year ago (despite a nominal marketing spend during the pandemic); priority customer 
segments showing >100% increases in enquiry levels; and the cost-per-lead falling by more than 80% 
in recent months.   

"Sales effectiveness is also increasing, with evidence that we are beginning to convert enquiries to 
customers more efficiently. In recent months we have been exceeding sales targets and have 
recruited a new Head of Sales from the leading home services platform, hipages, to accelerate that 
trend.  

"Finally, we believe in measuring everything we do and our focus on introducing analytics and a 
data-based approach is enabling us to make informed decisions on the efficient use of our cash." 

Chair Commentary 

GEO Chair Roger Sharp said:  

“Under the leadership of Tim Molloy, and Chief Revenue Officer Scott Player, the company’s key 
metrics are showing a marked improvement. Cash burn has reduced, the cost of customer 
acquisition has come down, churn has been stable, our ability to conduct and close trials has 
improved, and sales are increasing.  

 

 



 

 

“COVID-19 has provided all of us with a difficult environment, and on behalf of your directors, I pay 
tribute to Tim, Scott, and the entire team for maintaining - and improving - their velocity while 
working from home.  

“After a number of years of working to turn this business around, it is showing us clear signs that it 
can scale profitably.”   

 
ENDS 
 
For further information 
Tim Molloy, CEO 
tim.molloy@geoworkforcesolutions.com 
 
About GEO:  

GEO is a leading SaaS business that provides advanced mobile workforce management platforms 
for field sales and service teams. The market for GEO’s products is growing quickly as the global 
mobile workforce expands. GEO helps its customers boost profits, save time and increase efficiency – 
making it easier out there. The business is listed on NZX, is based in Sydney and employs around 30 
people in five countries.   

For more information:  www.geoworkforcesolutions.com  

 

mailto:tim.molloy@geoworkforcesolutions.com
http://www.geoworkforcesolutions.com/


 

Results announcement 
 
 
 

 

Results for announcement to the market 

Name of issuer Geo Limited 

Reporting Period 12 months to 30 June 2020  

Previous Reporting Period 12 months to 30 June 2019 

Currency NZD 

 Amount (000s) Percentage change 

Revenue from contracts with customers $4,009 -19.4% 

Total Revenue $4,773 -14.7% 

Net profit/(loss) from operations  $(2,054) -62.6% 

(improvement) 

Net profit/(loss) attributable to security holders $(2,293) -56.9% 

(improvement) 

Interim/Final Dividend 

Amount per Quoted Equity Security No dividends paid or proposed 

Imputed amount per Quoted Equity Security Not Applicable 

Record Date Not Applicable 

Dividend Payment Date Not Applicable 

 Current period Prior comparable period 

Net tangible assets per Quoted Equity Security -$0.018 $0.009 

A brief explanation of any of the figures above 

necessary to enable the figures to be 

understood 

Refer to attached ‘Results Announcement’ documents 

Authority for this announcement 

Name of person authorised to make this 
announcement 

Tim Molloy 

Contact person for this announcement Tim Molloy 

Contact phone number +61 411 592 180 

Contact email address tim.molloy@geoworkforcesolutions.com  

Date of release through MAP 26 August 2020 

 
Unaudited financial statements accompany this announcement. 

mailto:tim.molloy@geoworkforcesolutions.com


 
 

 

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND 
OTHER COMPREHENSIVE INCOME 
For the year ended 30 June 2020 

 

(STATED IN NEW ZEALAND DOLLARS)  
2020 

$’000 
2019 

$’000 

Revenue    

Revenue from contracts with customers  4,009 4,975 

Other income   764 620 

Total Revenue and Other income  4,773 5,595 
    

Expenses    

Research and development  (1,868) (2,011) 

Sales and marketing  (1,703) (1,847) 

General operating and administration  (2,400) (3,105) 

Write down of intangible assets  - (3,191) 

Depreciation and amortisation  (808) (936) 

Total Expenses  (6,779) (11,090) 

Finance expense  (48) - 

(Loss) from operations before tax  (2,054) (5,495) 

Income tax benefit  -  -  

Net (loss) from operations for the year  (2,054) (5,495) 

    

Other comprehensive income            

Items that may be reclassified subsequently to profit or loss:    

Gain/(loss) on translation of foreign operations  (239) 177 

Total comprehensive income for the year,  net of tax attributable to shareholders (2,293)  (5,318)  

    

    

Earnings per share    

Basic (loss) per share (cents)  (2.52) (6.98) 

Diluted (loss) per share (cents)  (2.21) (6.98) 

    

 
     

 

    

    

    

 

 

 

  



 

 

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
For the year ended 30 June 2020 

 

        

STATED IN NEW ZEALAND DOLLARS  

SHARE 
CAPITAL 
$’000 

SHARE 
BASED 

PAYMENT 
RESERVE 

$’000 

FOREIGN 
CURRENCY 
TRANSLATI

ON 
RESERVE 

$’000 

RELATED 
PARTY 

LOANS – 
EQUITY 

INSTRUME
NT 

$’000 

ACCUMUL
ATED 

LOSSES 
$’000 

TOTAL 
EQUITY 
$’000 

Balance at 1 July 2018  28,719 84 346 - (25,473) 3,676 

Loss for the year  - - - - (5,495) (5,495) 

Currency translation movements  - - 177 - - 177 

Total Comprehensive Income   - - 177 - (5,495) (5,318) 

        
Transactions with Owners        
Issue of shares  4,089 (122) - - - 3,967 

Share based payment expense  - 101 - - - 101 

Balance at 30 June 2019  32,808 63 523 - (30,968) 2,426 

        
Loss for the year  - - - - (2,054) (2,054) 

Currency translation movements  - - (239) - - (239) 

Total Comprehensive Income  - - (239) - (2,054) (2,293) 

        
Transactions with Owners        
Issue of shares  116 (113) - - - 3 

Share buyback  (50) - - - - (50) 

Convertible Note  - - - 202 - 202 

Share-based payment expense  - 196 - - - 196 

Balance at 30 June 2020  32,874 146 284 202 (33,022) 484 

 

 

 

 

  



 

 

CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
As at 30 June 2020 

 

STATED IN NEW ZEALAND DOLLARS  

2020 

$’000 

2019 

$’000 

Current assets    
Cash and cash equivalents  313 1,024 

Trade and other receivables  781 1,115 

Other assets  30 - 

Total current assets  1,124 2,139 

    
Non-current assets    

Property, plant & equipment  336 37 

Intangible assets   1,994 1,689 

Other assets  30 58 

Total non-current assets  2,360 1,784 

Total assets  3,484 3,923 

    
Current liabilities    

Trade and other payables  822 723 

Contract liabilities and other deferred income  827 762 

Lease liabilities  102 - 

Total current liabilities  1,751 1,485 

    
Non-current liability    

Provision for long service leave  14 12 

Related party loans – debt instrument  1,003 - 

Lease liabilities  232 - 

Total non-current liabilities  1,249 12 

Total liabilities  3,000 1,497 

Net assets  484 2,426 

    
Equity    

Share capital  32,874 32,808 

Share-based payments reserve  146 63 

Related party loans – equity instrument  202 - 

Accumulated losses  (33,022) (30,968) 

Foreign currency translation reserve  284 523 

Total equity  484 2,426 

 

 

 

 

  



 

 

CONSOLIDATED STATEMENT OF CASH FLOWS 
For the year ended 30 June 2020 

 

STATED IN NEW ZEALAND DOLLARS  
2020 
$’000 

2019 
$’000 

Cash flows from operating activities    

Cash was provided from (applied to):    

Receipts from customers  4,254 5,178 

Grants received  684 659 

Receipt of COVID-19 government subsidies  140 - 

Interest received  4 38 

Payments to suppliers & employees  (5,521) (7,093) 

Net cash inflow (outflow) from operating activities  (439) (1,218) 

    
Cash flows from investing activities    

Cash was provided from (applied to):    

Bonds (purchased)/ matured  (2) (27) 

Purchase of property, plant and equipment  (4) (35) 

Sale of property, plant and equipment  3 - 

Capitalised development costs  (912) (1,100) 

Capitalised trademark costs and other intangibles  (83) (37) 

Net cash inflow (outflow) from investing activities  (998) (1,199) 

    
Cash flows from financing activities    

Cash was provided from (applied to):    

Repayment of related party lending  - (551) 

Related party loans received  1,148 194 

Capital raising costs  - (101) 

Principal paid on lease liabilities  (92) - 

Interest paid on lease liabilities  (21) - 

Capital reduction – small share buyback  (50) - 

Issue of ordinary shares   - 1,634 

Net cash inflow (outflow) from financing activities  985 1,176 

    
Net (decrease)/increase in cash held  (452) (1,241) 

Cash and cash equivalents at start of the period  1,024 1,995 

Exchange (losses) / gains on cash and cash equivalents  (259) 270 

Balance at end of the year  313 1,024 

    
Comprised of:    

Cash and cash equivalents  313 1,024 

 



 

 

BASIS OF PREPARATION 

The consolidated financial statements of the Group are prepared in accordance with New Zealand Generally Accepted 
Accounting Practice (“NZ GAAP”) and comply with the New Zealand equivalents to International Financial Reporting 
Standards (“NZ IFRS”). The financial statements comply with International Financial Reporting Standards (“IFRS”).  

The financial statements are presented in New Zealand dollars and all values are rounded to the nearest thousand 
($000), except as otherwise indicated. 

The financial statements are in the process of being audited and the opinion is expected to note that a material 
uncertainty exists that may cast significant doubt on the Group's ability to continue as a going concern (refer to further 
detail below). The audit opinion is not expected to be modified in respect of this matter. 
 

KEY ACCOUNTING POLICIES AND CHANGES 

Going Concern 

The consolidated financial statements have been prepared using the going concern assumption which assumes that 
the Group has the intention and ability to continue its operations for the foreseeable future.  

The Group incurred a net loss of $2,054,000 for the year ended 30 June 2020 (loss of $5,495,000 for the year ended 30 
June 2019 including a $3,191,000 non-cash write down in the value of the Geo-for-Sales intangibles). Excluding the non-
cash write down in 2019, the net loss has reduced by 11% in 2020.  

The net cash outflow from operations for the year was $439,000 (2019: net cash outflow of $1,218,000). Capitalised 
development costs were $912,000 (2019: $1,100,000).  

On 23 August 2019, the Group entered a financing agreement with North Ridge Partners Pty Limited under which it 
agreed to provide funding of $1,500,000 (and up to $2,000,000 by agreement) via a convertible note. As at 30 June 2020, 
the Group had drawn down $1,148,000 of convertible notes under the facility. 

Directors note that at the time of time of this report, several known future circumstances and capital initiatives are in 
process and are expected to lead to a material improvement in net current assets, including: 

• forecast receipt of approximately $560,000 in Australian government research and development grants by October 
2020; 

• drawdown of remaining $352,000 of capacity under the convertible note facility; 

• ability to place the remaining $500,000 of available capacity under the existing convertible note facility; and 

• the Group has historically funded its operations and prior development of its software-as-a-service platform via 
capital raisings conducted through the public equity markets. Based on this prior support and regular 
communications with both existing shareholders and external investors, the Directors have cause to believe that 
equity market funding will continue to be available in the future to allow the Group to continue to meet its 
commitments. 

Given available cash and funding facilities and the current cashflow run rate, the Group has sufficient cash to fund its 
operations until early calendar 2021. The Group, therefore, will need to secure new revenue opportunities and raise 
additional capital to continue operations for at least 12 months from the date of signing these financial statements. 

Directors note that while the Group’s revenues from its core Geo product have remained largely stable throughout the 
COVID-19 period, there remain uncertainties in meeting budgeted financial performance due to unusual market 
conditions. In addition to this, the going concern assumption is also dependent on raising sufficient cash through future 
capital raising initiatives. The uncertainty of meeting budgeted financial performance and dependency on future fund 
raising creates a material uncertainty that may cast significant doubt on the Group’s ability to continue as a going 
concern, and therefore may be unable to realise its assets and discharge its liabilities in the normal course of business. 
These consolidated financial statements do not include any adjustments relating to the recoverability and classification 
of recorded assets amounts, nor to the amounts and classification of liabilities that may be necessary should the Group 
be unable to continue as a going concern.  

Notwithstanding the uncertainty to meet budgeted financial performance and dependency on raising further funding 
the Directors are confident that the Group remains a going concern and are confident of being able to meet its 
budgeted  financial performance and raise further funding from the equity capital markets consistent with prior history. 
Accordingly, the Directors believe the going concern assumption is valid and have reached this conclusion having 
regard to the circumstances which they consider likely to affect the Group during the period of one year from the date 
these financial statements are approved. 
  



 

 

Adoption of New or Revised Standards and Interpretations 

The group has adopted all new mandatory standards and the amended standards and interpretations.  

The impact of the adoption of these new standards is disclosed below: 

NZ IFRS 16: Leases  

NZ IFRS 16 is effective for reporting period beginning on or after 1 January 2019. The Group applied NZ IFRS 16 from 1 July 
2019. The standard introduces new requirements with respect to lease accounting. It presents significant changes to 
the lessee accounting by removing the distinction between operating and finance leases and requiring the recognition 
of a right-of-use asset and a lease liability at the lease commencement for all leases, except for short-term leases and 
leases of low value assets. 

The impact of the adoption of NZ IFRS 16 on the Group’s consolidated financial statements is described below. 

Impact on Lessee Accounting 

NZ IFRS 16 changes how the Group accounts for leases, previously classified as operating leases under NZ IAS 17, which 
were off-balance-sheet. 

Applying NZ IFRS 16, for all leases: 

• recognises right-of-use assets and lease liabilities in the consolidated statement of financial position, initially 
measured at the present value of future lease payments; 

• recognises depreciation of right-of-use assets and interest on lease liabilities in the consolidated statement of profit 
or loss and other comprehensive income; 

• separates the total amount of cash paid into a principal portion (presented within financing activities) and interest 
(presented within financing activities) in the consolidated statement of cash flows; and 

• recognises short-term and low value leases in the Consolidated Statement of Profit or Loss and Other 
Comprehensive Income as rental costs. 

Lease incentives (e.g. free rent period) are recognised as part of the measurement of the right-of-use assets and lease 
liabilities whereas under NZ IAS 17 they resulted in the recognition of a lease incentive liability, amortised as a reduction 
of rental expense on a straight-line basis. 

Under NZ IFRS 16, right-of-use assets are tested for impairment in accordance with NZ IAS 36 Impairment of Assets. This 
replaces the previous requirement to recognise a provision for onerous lease contracts. 

Recognition and measurement of the Group’s leasing activities 

The Group has adopted NZ IFRS 16 using the modified retrospective transition approach. Under this approach the 
cumulative effect of initially applying NZ IFRS 16 is recognised as an adjustment to opening retained earnings of the 
current period.  

Since the cumulative impact of the leases adjustment on opening retained earnings at 1 July 2019 was not material 
($2,000), the group has not adjusted the opening retained earnings at the date of transition. 

In applying NZ IFRS 16 for the first time, the Group has used the following practical expedients permitted by the 
standard: 

• use of a single discount rate to leases with reasonably similar characteristics; 

• use of hindsight in determining a lease term;  

• reliance on previous assessments on whether leases are onerous; and 

• short-term leases and low value lease exemption as allowed under the standard. 
  



 

 

The impact of adoption of NZ IFRS 16 on the Group’s consolidated financial position is summarised in the table below: 
 

 
1 JULY 2019 

$’000 

Assets  

Increase in property, plant and equipment 424 

Total increase in assets 424 

  

Liabilities  

Increase in short-term liabilities 126 

Increase in long-term liabilities 296 

Total increase in liabilities 422 

  

Total increase/(decrease) in equity 2 
   
Reconciliation of operating lease commitment from prior year 
 

 
1 JULY 2019 

$’000 

Minimum operating lease commitment at 30 June 2019 471 

Plus: Additional lease commitment (1) 
Less: effect of discounting using the incremental borrowing rate as at the date of initial application (48) 

Lease liability as at 1 July 2019 422 

COVID-19 related rent concessions: amendments to IFRS 16: Leases  

On 28 May 2020, the IASB issued amendments to IFRS 16: COVID-19-Related Rent Concessions. These amendments 
introduce a practical expedient available to lessees in accounting for rent concessions (e.g. rent holidays and deferrals of 
lease payments) that are a direct consequence of the COVID-19 pandemic and that satisfy certain other criteria. 

If a reporting entity elects to utilise the practical expedient, the rent concession is not accounted for as a lease 
modification, regardless of whether the rent concession meets the definition of a lease modification in IFRS 16. Instead, 
the reporting entity applies the other requirements of IFRS 16. In many cases, this will result in the reporting entity 
accounting for the adjustment to the lease liability as a variable lease payment, and therefore, the adjustment is 
recorded in profit or loss, without the requirement to determine a revised discount rate. If not for the practical 
expedient, entities would have to review all lease contracts to determine whether a rent concession met the definition 
of a lease modification. If the concession did meet that definition, the adjustment to the lease liability would require a 
revised discount rate be determined and the adjustment would be recorded against the right-of-use asset. No practical 
expedient is available for lessors. 

The amendments are effective for annual reporting periods beginning on or after 1 June 2020. 

In order to apply the practical expedient, the rent concession should arise as a direct consequence of the COVID-19 
pandemic and satisfy the following criteria: 

• revised consideration must be either the same or less than the consideration before the change; 

• the discount on rentals must not go beyond 30 June 2021. Therefore, if the lease term ends in December 2021 and 
the lessor gives a discount on all payments until December 2021, then the practical expedient may not be applied to 
the lease; and 

• no other significant change in terms and conditions of the lease. 

As a result of COVID-19 pandemics, GEO was granted a 50% discount on their rent liability by the lessor from 1 April 2019 
to 30 June 2020. The group has applied the practical expedient as permitted by the new IFRS 16 amendment and not 
accounted for the discount as lease modification, as the group met all three conditions mentioned above to do so. 
Therefore, the Group has accounted for the discount as rent concession directly through profit & loss. This practical 
expedient can be applied to the financial statements for the period starting on or after 1 June 2020, but even earlier 
than that if the financial statements have not been authorised for issue on 11 June 2020. The Group has applied this 
practical expedient earlier from 1 April 2020.  

 


