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THINKSMART LIMITED
DIRECTORS REPORT

The Directors of ThinkSmart Limited (“the company™) submit herewith the annual financial report of the
company for the financial year ended 31 December 2006. In order to comply with the provisions of the
Corporations Act 2001, the directors report as follows:

DIRECTORS
The names and particulars of the directors of the company during or since the end of the financial year are:

S Penglis
Chairman, legal practitioner, aged 46, joined the board on 1 July 2000.

Managing Director, aged 46, joined the board on 7 April 2000,

D Griffiths
Non Executive Director, aged 56, is an sconomist whe joined the board on 28 November 2000.

C McBDonald
Non Executive Director, aged 43, is a corporate analyst who joined the board on 22 July 2003, Mr MeDonald
resigned from the board on 11 April 2007

Nen Executive Director, aged 60, is a legal practitioner, joined the board on 12 April 2007.

PRINCIPAL ACTIVITIES
The company’s principal activity in the cowrse of the financial year was acting as holding company of the
ThinkSmart group, which arranges finance for the renting of equipment in Australia and Furope.

CHANGES IN STATE OF AFFAIRS

During the financial year there were no significant changes in the state of affairs of the company other than that
referred to in the financial statements or notes thereto. Refer to note 30 for details of acquisition of RentSmart

Limited during the period.

REVIEW OF OPERATIONS
The after tax net profit of the consolidated entity, being ThinkSmart Limited and its controlled entities (the
“Group” or “consolidated entity™), for the year was $126,183 (2005: $209,844).

The period has seen the Group meet the conditions necessary t0 wholly acquire the UK business from its joint
ventare partner, Halifax Bank of Scotland (“HBOS™). The Group contimues to consolidate its position in
Australia, UK, Spain and France with post-remtal revenue streams {Finertia”} now starting to lift Furopean
profitability. France remains a low volume start-up while opportunities in the US and other European territories
are currently being explored.

SUBSEQUENT EVENTS

There has not been any matter or circumstance that has arisen since the end of the financial vear that has
significantly affected, or may significantly affect, the operations of the consolidated entity, the resubs of those
operations, or the state of affairs of the econsolidated entity in future financial periods.

FUTURE DEVELOPMENTS
The company is preparing a prospectus in preparation for listing on the Australian Stock Ixchange in 2007,
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DIRECTORS’ REPORT

DIVIDENDS
No dividends have been declared or paid in respect of the current or prior financial year.

SHARE OPTIONS
During and since the end of the financial year an aggregate 1,700,000 share options were granted to the
Managing Director pursuant to the cmployment agreement.

Number of
ordinary
Number of shares
Directors and sptions under
Executives granted Issuing entity option
Ned Montarello L0000 ThinkSmart Limited 1,700,000

Details of unissued shares under option as at the daie of this report are

Number of
shares Exercise
under Classes of priceof Expiry daie of
Issuing entity aption. shares options aptiens

Thinksmart Limited 210,000 Ordinary $1.75 21-Dec-08
Thinksmart Limited ISN000 Ordinary §2 50 3i-Dec-10
Thinksmart Limited 1000000  Ordinary $4.50 27-Aug08
Thinksmart Limited 350,060 Ordinary $£5.30 27-Aug-09
Thinksmart Limited 350,000 Crdinary $a .50 2i-Aug-10

During the year 1,000,000 options over ordinary shares were exercised at $1.75 and 912,577 options were
exercised at $1.50.

AUDITOR’S INDEPENDENCE DECLARATION
The auditor’s independence declatation is inciuded in page 5 of the financial report.

INDEMNITICATION OF OFFICERS AND AUDITORS

During the fnancial year, the company paid a premium in respect of a contraci insuring the directors of the
company {as namex] above), the company secretary and all executive officers of the company and of any related
hody corporate againgt a liability incarred as such a director, secretary or executive officer to the extent
permitted by the Comorations Act 2001, The contract of insurance prohibits disclosure of the nature of the
liability and the amount of the premium.

The company has not otherwise, during or since the financial year, Indemmfied or agreed 0 indemnify an officer
or anditor of the company or of any related body comporate against a Hability incumred by such an officer or
auditor.

(39
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DIRECTORS” MEETINGS

The following table sets out the number of directors” meetings held during the financial year. During the
financial vear 8 board meetings were held.

Meetings Meetings

Held Attended
8§ Penglis 8 8
N Montarello 8 8
I Griffiths 8 &
C McDonald 8 8

Signed in accordance with & resolution of the directors made pursuant to s.298 (2) of the Corporations Act 2001,

©On behalf of the-Ryrectors

I

S Penglis
Director

Perth, YA [ DOCUL 2007
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Deloitte.

The Boaré of Directomn
ThinkSmart Limited
Level 1, The West Centre
1260 Hay Steet

West Perth WA 6005

14 April 2007

Digar Bozrd Membars

ThinkSmart Limited

Beloilfe Texsche Tomatsy
ABN F4480 124 D60

Woodside Plara

Level 14

240 8} Georgas Terrace
Farih WA 8005

GPG Box A4S

Parit ‘WA GRI7 Australia

DX 208

Tel: +61 [0} 8 836% 7000
Fax: +B1 (0 5 85685 7001
wwiy Cedoiie com au

In secordance with section 307C of the Corporations Act 2001, T am pleased (b provids the

velief, there have been no contraventions of:

10 the audit; and

Yours sincerely

) ’f-“'—_ uw"‘-,,.f -
BELOITTE TCUCHE TOHMATSU

A T Richards
Partner
Chartered Ascountands

Linkiliy Hraited by 2 stheme approved under Profewsional Bandande Legislation.

following declaration of independence to the directors of ThinkSmart Limited.

{ii] any applicable code of professional conduct in relation to the audit,

As lead audit partner for the audit of the financial statements of ThinkSmart Limited for the
financial vear ended 31 December 2006, 1 declare that to the best of my knowledge and

(i} the auditor independence requirements of the Corporations Act 2001 in relation

#Wember of
Delaltte Touche Tohmatsn




THINKSMART LIMITED
DIRECTORS’ DECLARATION

The directors declare that;

a} In the directors’ opinion, there are reasonable grounds to believe that the company will be able to repay its
debts as and when they become due and payable; and

b) In the directors’ epinion, the aitached financial statements and notes thereto are in accordance with the
Corporations Act 2001, including compliance with accounting standards and giving a true and fair view of the
financial position and performance of the company and the consolidated entity.

Signed in accordance with a resolution of the directors made pursuant to 5.295(5) of the Corporations Act 2001,

On

8 E’englls
Direcior
Perth, \ ?(‘ \,Q._H 2007




THINKSMART LIMITED
INCOME STATEMENT

Revenue

Employee benefits expense

Sales and marketing costs
Depreciation and amortisation sxpense
Uccupancy costs

Isurance and extended wamanty costs
Finance costs

Communication costs

Doubtful and bad debts

Legal and Consulting costs

Credit burean costs

Impairment of intercompany receivable
Corporate development costs

Other expenses

Profit/(Loss) Before Tax

Tneome tax expense

Profit/(Lass} for the Year

Atributable 1
Equity holders of the parent

Minority interest

Earnings per share
Basic {cents per share)

Diluted {cents per share)

Income Statement
For the Financial Year Ended 31 December 2006

Notes Consoclidated Company
2006 20065 2006 2065
b 8 b 3
5{a) 16,456,281 11,509,784 - .
5(b) {4.946,464) (4,809,162) .
(4,618,734) (3.0602,300) -
5{c) (449,235} (311,713} - -
{350,260} {316,880) -
(667.914) {742,060) - -
3 {(72,770) {58.662) - -
(203,802} (195.55%) - -
{105,388} {132,033} - .
{154,349} {2068,776) - -
€226,702) (165,221) . -
3(e) - - {1,600,498) (1,230,648}
{1,545,402} {956 465) - -
3(H {2,257.519) (360.121) (27.434) -
817,444 379,836 {1,637.930) (1,230,648}
6 (691 261) (169992} . -
126183 206,844 {1,637 930} (1,230,648}
37,440 209,844
88734 -
126,183 209,844
32
$0.01 50.01
$0.01 $001

The attached votes form an integral part of this Income Statement



THINKSMART LIMITED

BALANCE SHEET
Balance Sheet
As At 31 December 2006
Consolidated Company
2006 2005 2006 2093
Notes $ 3 3 b

Current Assets
Cash and cash equivalents 2,756,194 698,021 - -
Irade and other receivables 7 4,797,035 401,706 - -
Inventories & 27,185 97,723 - -
Qther g 576,483 117,195 - -
Total Current Assets 8,156,897 F314 643 - -
Noun-Current Assets
Plant and equipment 10 1,322,035 338475 - -
Other financial assets 11 - - 3,661,658 31,064,359
Intangibles 12 7,082,196 465315 - -
Goodwill i3 2,052,610 - - .
Deferred tax assets & 1218226 T34 327 - -
Total Non-Current Assels 11,675,087 1,738,117 3,961,658 3,664,359
Total Assers 19,831,084 3,052,762 3,961,658 3,064,359
Current Liabilities
Trade and other payables 15 13,348,956 1,592,222 8 11
Borrowings 16 797,714 429,401 - -
Provisions 17 409 681 278,075 -
Total Current Liabilites 15,056,351 2,209 608 11 11
Nop-Current Liabilides
Uther 18 171,668 178,639 - -
Botrowings 1% 272849491 2537734 - -
Deferred g Habiliy & 2051,170 - - -
Total Non-Current Liabilities 4,951,820 436,373 - -
Total Liahilities 20,008,180 2,736,071 I3 11
Net (Liabilities)/ Assets {176,198 316,691 3,961,647 3,064,348
Equity/{(Deficieney)
Tssued Capital 20 9,842,393 6,723,526 9,842.303 6,723,526
Reserves 21 {811,483} - {583.038) -
Accumulated losses (9,207,104} (6,406,835) (5,297,168} (3,659,178}

{176,196} 316,691 3,961,647 3,064,348
Equity attributable to equity holders of
the parent (264,930 316,691 3,961,647 3,064,348
Minority interest 88,734 - - -

{176,196} 316,691 3,961,647 3,064,348

The attached notes form an integral part of this Balance Sheet



THINKSMART LIMITED

Statement of Changes in Equity
for the financial vear ended 31 December 2006

Frquity
seftle Foreign X )
Fally paid eniployee CUTTEREY Option buy- Attributable 1o
o1 d’}narv benefzts transtation back Aceumulated equily holders  Minority
Consolidated shares Feserye reserve reseive Losscs of the parent inderest Total
% % 3 5 £ % 3 §

Balance at

lanuary 2005 §.723.526 - - - {6.516,679) 166,547 - 106,847

Exchange

differenees arising

of tatsintion of

freign operations - - - - .

Net invome

revoguised dlrectly
in equity - - - - (6,616,670} - B -
Prestit foor thes -

peried - - 209.844 205 844 29,544

lyeal recognisad

icoms and

CXPENST - -
Heeogriion of

share-Based

pRyments - - - - -

. 209,844 209,844 . 209,244

Bkt at 33

Fiecember 2005 6,723 526 - - - {6406 8353 216691 - 316691

Bakence at L
Tanwzry 2008 6,723 826 - - - {6,406,.835) 3is,601 u 316641
Exchangs

differences aiishig

o transation
Farsetgn epeamions

- - (227 84T) - - (227847} . {227 347y

[RE e

rectgnised dirstly

i egulty - - {227 847} - “ {227,847 (227.847)
Retained carnings

recoznised on

- - - - (2,526,452 (2,526 452) . {2,926.452)

- 126,182 37449 88,714 126,152

Toml recogrised

imcome and

EXPRNSES . . . . {2 800 265 (2550 003, 88,734 {2,800.269%
Recogridion of

sharo-Dased

payments - 17,434 - - - 37.4%4 - 37434
Tegme of shares

vader share opgion

plan EREE %Y - - - - 3 IR 807 - 3,118 857
Opticn buy-back - “ {621,072} - 1821 0723 - (6216723

Baiancs at 31
Elecember 2006 9,842,303 37,434 (237 847 {621,072 18 207 104 {264.930% £8,734 (176.1%65%

The attached notes form an integral part of this Statement of Changes in Equity.



THINKSMART LIMITED

Statement of changes in equity
for the financial vear ended 31 December 2006

Company

Balance at 1 Jamary 2003

Profit for the period

Total recognised income and expense
Recognition of share-based payments
Balance at 31 December 2005

Balance at T Jacnary 2006

Frofit for the period

Total recognised {ncome and expense
Recognition of share-based payments
Issue of shares under share option plan
Option buy-back

Balance at 31 December 2006

Equily
setiled
Fully paid employee
erdemary benetiis Onptien buy- Acennmluated
shares FOSEEVE hack reserve Losses Total
5 5 5 ) 5
6,723,526 - - 2,428,530} 4,294 996
- - - (1,230,648) {1,230,648)
- - - (1.230.648) (1,230,648
6,723,526 - - (3,659,178) 3,064,348
6,723,526 - - {3,659,178) 3084348
- - - {1,637,530) (1,637,930}
- - - 1,637,930} {1,637,530)
. 17,434 . . 37,434
3,118,867 - - - 3,118,867
- - {621,072) - (621,072}
9 842,393 37434 (621,072} {5,297,108) 3,961,647

The attached notes form an integral part of this Statement of Changes in Fquity.

it



THINKSMART LIMITED

Cash Flow Statement
For the Financial Year Ended 31 December 2006

Consolidated Company
2006 2005 2066 2005
Notes $ § 3 §
Cash Flows from Operating Activities
Receipts from customers 15,601,197 12,144 252 -
Payments o suppliesy and employees (15,394,758 (11,086,521 -
Interest received 111,110 22,814 -
Interest and other costs of finance paid {170,583} (37,368} -
Net cash provided by operating activities 22 145,966 1,028,179 -
Cash Flows from Investing Activities
Payments for plant and equipment £567.257 {199 438} -
Bank overdrall acquired {75581 - -
Proceeds from sale of plant and equipment - 182 -
Buy back options held over the parent
entity {621 072y - -
Net cash used in investing activities €1,967,651) (199256} -
Cash Flaws Trom Financing Activities
Hire purchase and lease finance repaid {i8.,626) - -
Proceeds from issue of shares 3.11%.867 - -
Proceeds / (Repayment} of borrowings 22,8601 360,183 -
Net cash used in finanging activides 3,123,042 (360,183)
Net increase o cash and cash equivalents 1,302,357 468 140 -
Cash and cash equivalents at beginning of
the financial vear 648,621 229 281 -
Net Cash and cash egnivalents at the end of
the financial year 22wy 2,000,378 608021 -

The attached notes form an integral part of this Cash Flow Statermnent



THINKSMART LIMITED
NOTES TO THE FINANCIAL STATEMENTS
1. General information

ThinkSmart Limited (the company) is a non-listed public company, incorporated in Australia and operating in
Aaustralia, United Kingdom, Spain and France.

ThinkSmart Limited’s registered office and its principal place of business are as follows:

Registered office: Principal place of business:
Level Level |

The West Centre The West Centre

1260 Hay Street 1260 Hay Street

West Perth West Perth

WA 6003 WA 6005

Tel: (08) 9463 7300 Tel: (08) 9463 7500

2. Adoption of new and revised accounting standards

In the current year, the Group has adopted all of the new and revised Standards and Interpretations issued by the
Australian Accounting Standards Board (the AASB) that are relevant to its operations and effective for the current
annual reporting period. The adoption of these new and revised Standards and Interpretarions has resulted in
changes to the Group’s accounting policies in the following areas:

s Investments classified as at fair value through profit and loss (AASB 2005-04 ‘ Amendments 1o Australian
Accounting Standards®); and
+  Financial guarantee contracts {AASB 2005-09 * Amendments to Austtralian Accounting Standards®).

The adoption of these new and revised Standards and Interpretations has also resulted in a change to the Group’s
accounting policies in relation to business combinations involving entities under common control. Such business
combingtions were formerly within the scope of AASB 3 ‘Business Combinations’, but are now scoped out of
that Standard by AASB 20035-8 * Amendments to Australian Accourting Standards’,

The impact of these changes in acecounting policies is discussed in detail Iater in this note.

At the date of authorisation of the financial report, the following Standards and Interpretations were in issue but
not yet effective:

AASB 7 ‘Financial Instruments: Disclosures’
and consequential amendments to other
accounting standards resulting from its issue

Effective: for annual reporting periods beginning on or
after 1 January 2007

AASR 8§ “Operating Segments™

Effective for annual reporting periods beginning on or
after | Jannary 2009

AASE 101 ‘Presentation of Financial
Statements’ — revised standard

Effective for annual reporting periods beginning on or
after 1 January 2007

Interpretation 7 * Applying the Restatement
Approach under AASE 129 Financial Reporting
in Hyperinflationary Economies’

Effective for armual reporting periods beginning on or
after 1 March 2006

Interpretation 8 “Scope of AASB 27

Effective {or annual reporting periods beginning on or
after 1 May 2008

Interpreiation 9 "Reassessment of Embedded
Derivatives’

Effective for annual 1eporting periods beginning on or
after 1 June 2006




THINKSMART LIMITED
NOTES TO THE FINANCIAL STATEMENTS

2, Adoption of new and revised accounting standards (cont.}

Interpretation 10 ‘Interim Financial Reporting | Effective for annual reporting periods beginning on or
and Impairment’ after I November 2006

Interpretation 11 “AASB 2 ~ Group and Effective for annual reporting perlods beginning on or
Treasury Share Transactions’ after 1 March 2007

Interpretation 12 © Service Concession Effective for annual reporting periods on or afier 1
Arrangements’ January 2008

The directors are assessing what impact, if any, that the adoption of these Standards and Interpretations will have
on the financial statements of the company or the Group in fiture periods. The issue of Interprefation 7,
Interpretation 8 and Interpretation 9, Interpretation 11 and Interpretation 12 do not affect the Group’s present
policies and operations. The circumstances addressed by Interpretation 10, which prohibits the reversal of certain
impairment fosses, do not affect either the company’s or the Group’s previously reported resulis and
accordingly, there will be no impact 1o these financial statements on adoption of the Interpretation.

The application of AASB 101 (revised), AASB 7, AASE 8 and AASB 2005-10 will not affect any of the
amounts recognised in the financial statements, but will change the diselosures presently made in relation o the
company and the Group’s financial instruments and the abjectives, policies and processes for managing capital.

These Standards and Interpretations will be first applied in the financial report of the Group that relates to the
annual reporting period beginning after the effective date of cach pronouncement, which will be the company’s
annual reporting period beginning on | Januvary 2007.

Limitation of ability to designate fingncial assets and finoncial Habilities through profit or loss

The Austzalian Accounting Standards Board (FAASB™) released AASB 20054 ‘Amendments to Australian
Accounting Standards” in June 2005, AASH 20054 amends AASB 139 ‘Tinancial Instruments: Recognition and
Measurement” by hmiting the ability of entities to designate any financial asset or financial Lablity as “at fawr
value through profit or loss™.

Financial assets that can no longer be designated as ‘at fair value through profit or loss® are now classified into
either loans and recetvables, held-to-maturity investments or available-for-sale investinents, as appropriate, and
messured at amortised cost or ai fair value with changes in falr value recognised in squity, according to their
ciassification. Financial liabilities that can no longer be designated as ‘at fair value through profit or loss’ are
classified as ‘other’ financial lizhilities and measured at amortised cost. Although ordinarily the designation of a
financial asset as available-for-sale is made on initial recognition, the fransitional provigsions of the Standard
allow such designation to be made on the date of de-designation,

The changes introduced by AASB 20035-4 have been applied by the Group with effect from the begimning of the
comparaiive reporting period presented in this financial report {i e, with effect from | January 2005). This
amendment has no effect on the financ:al statements of the Group for the current or prior reporiing periods.

Accounting for financial guarantee contracis

The AASB released AASB 2005-9 ‘Amendments 1o Australian Accounting Standards” in September 2005.
AASE 2005-9 amends AASEH 139 ‘Financial Instrurents: Recognition and Meagorement” to require certain
fnancial gnarantee contracts 1o be recognised in accordance with AASE 139 and measured inttially at their fair
values, and subsequently measared at the higher of the amount recognised as a provision and the amount initially
recogmised less cumulative amortisation in accordance with the revenue recognition policies.

The changes introduced by AASB 20059 are applhied by the Group with effect from the beginming of the
comparalive reporting period presented in this financial report {Le., with effect from 1 January 2005},



THINKSMART LIMITED
NOTES TO THE FINANCIAL STATEMENTS

2. Adoption of new and revised accounting standards {cont.)

The application of these amendments results in such financial guaraniee contracts now being recognised and
measured at the higher of the best estimate of the expenditure required to settle the obligation and the amount
initially recogiised less, where appropriate, cumulative amortisation.

Acesumting for business combinations invelving entities or businesses under common control

The AASB released AARB 2005-6 ‘Amendments to Australian Accounting Standards’ in June 2006. AASB
2005-6 amends AASB 3 ‘Business Combinalions” by removing business combinations involving entities or
business uader common control from itg scope. The effect of the scope amendment is that there is no longer any
explicit guidance under Accounting Standards as to how to account for these types of business combinations.

The amendment has no effect on the financial statements of the Group for the current or prior reporting periods.
However, future transactions involving entities under common control will be affected.

3. Significant Accounting Pelicies

Statement of Compliance

The financial report is a general purpose financial report which has been prepared in accordance with the
Corporations Act 2001, Accounting Standards and Urgent Yssucs Group Interpretations, and complies with other
requirements of the law. Accounting Standards include Australian equivalents to Internationsl Financial
Reporting Standards {*A-TFRS”). Compliance with the A-IFRS ensures that the Consolidated financial
statements and notes of the Consolidated Entity comply with International Financial Reporting Standards
(‘IFRS"). The Parent Entity financial statements and notes also comply with IFRS except for the disclosure
requirements in JAS 132 ‘Financial Instruments: Disclosure and Presentation” as the Australian equivalent
Accounting Standard, AASB 132 ‘Financial Instruments: Disclosure and Presentation’ does not require
disclosures 1o be presented by the Parent Entity where its separate financial statements are presented together
with the Consolidated financial statements of the Consolidated Entity.

The financial statements were authorised for issue by the Pirectors on 14 April 2007,

Basis of Preparation

The financial report has been prepared on the basis of historical cost, except for the revaluation of certain non-
current assets and financial instruments. Cost is based on the fair values of the consideration given in exchange
for assets. All amounts are presented in Australian Dollars unless otherwise noted.

The following significant policies have been adopted in the preparation and presentation of the financial report:

a4} Basis of Conselidation

The consolidated financial statements incomporate the financial statemenis of the company and entities controlled
by the company (Its subsidiaries). Control is achieved when the company has the power to govern the financial
and operating policies of an entity so as 10 obtain the benefits fiom its activities. The resuits of subsidiaries
acquired or disposed of during the year are included in the consolidated income statement from the effective date
of acquisition or up o the effective date of disposal, as appropriate.



THINKSMART LIMITED
NOTES TO THE FINANCIAL STATEMENTS
3. Significant Accounting Policies {cont.}

Where necessary, adjustraents are made to the financial statements of subsidianes to bring their accounting
policies in line with those by other members of the Group. All intra-group balances, transactions, income and
expenses are eliminated in full on consolidation. In the separate financial statements of the Company, intra-group
transactions {‘common control transactions’) are generally accounted for by reference to the existing
{eonsolidated) book valee of the items. Where the transaction value of common control transactions differ from
their consoclidated book value, the difference is recognised as a contribution by or distribution to equity
participants by the transacting entities.

Minority interests in the net assets (excluding goodwill) of consolidated subsidiaries are identified separately from
the Group’s equity therein. Minority interests consist of the amount of those interests at the date of the original
business combination and the minority’s share of changes in equity since the date of the combination. Losses
applicable to the minority interests in excess of the minority’s interest in the subsidiaries eguity are allocated
against the interests of the Group except to the extent that the minority has = binding obligation and is able to
make an additional investment to cover the losses.

b} Business Combinations

Acquisitions of subsidiaries and business are accounted for using the purchase method. The cost of the buginess
combination is measured as the aggregate of the fair values (af the date of the exchange) of assets give, liabilities
incurred or assumed, and equity instruments issued by the group in exchange for control of the acquiree, plus any
costs attributable o the business combination. The acquiree’s identifiable assets liabilities and contingent
liabilities that meet the conditions of recognition under AASB3 “Business Combinations’ are recognised at their
fair values at the acquisition date, except for non-current asseis that are classified as held for sale in accordance
with AASB 5 ‘non-current assets held for gale and discontinued operations’ which are recogunised and measured at
fair value less costs 1o sell. Goodwill arising on acquisition s recognised as an asset and initially measured at
cost, being the excess of the cost of the business combination over the company’s interest in the nef fair value of
the identifiable assets, liabilities and contingent liabilities exceeds the cost of the business combination. Any
excess is measured in the profit and loss.

¢) Going Concern

The company made a loss aficr tax for the year ended 31 December 2606 of $1,637,930 (2003 loss $1,230,648)
and had no cash flow from opertions. The consolidated entity made a profit afier tax for the year ended 31
December 2006 of $126,183 (2005: $209,844) and gencrated cash flow from operations of $146,966 (2005:
$1,028,179),

As at 31 December 2006 the company had net cumrent habilities of $11 and total net assets of 33,961,647, The
consolidaied entity had net current liabilities of $6,899,454 and {otal net liabilities of $176,198 respectively.

The net current liability position of the consolidated entity as at 31 December 2006 is predominantly due to the
deferred consideration of $7,746,121 payahle 10 Halifax Bank of Scotland on or before 20 June 2067 o complete
the purchase of its 50% share in RentSmart Limited (LK) This hiability may be paid from

1) the proceeds from additional share capital issued at the time of the proposed ligting on the
Australian Stock Exchange (ASX);

ii} an indicative offer of alternate debt funding has been provided by ANZ in the event the ASX
listing does not oceur before 20 June 2007. These arrangements are subject to formal approval
Management expects that it will take an elapsed period of 4-6 weeks to secure this facility if
required; and

11} securing additional funding through securtisation of the inertia income the company is entitled
to as at 31 December 2000 both in Australia and the UK.



THINKSMART LIMITED
NOTES TO THE FINANCIAL STATEMENTS

3. Bigaificant Accounting Policies (cont.}

‘The company is currently well advanced in it progress towards an ASX listing with a target date of June 2007 for
the mitial public offering. The offering is being underwritten by JP Morgan with a signed underwriting
agreement expected to be completed by 9 May 2007. The company currently anficipates being in 2 position to
raise approximately $13 million in new capital.

The financial statements have been prepared on a going concern basis which contemplates the continuity of
business and the realisation of assets and paymend of Habilities in the normal course of business. The directors
believe that the use of the going concem basis is appropriate having tegard to the realisation of inertia revenue,
currently disclosed as a contingent asset for reasons disclosed in note 30, and the ability of the Group to further
raise capital or debt funids as required.

Should the coropany and the consolidated entity be unable to continue as going concerns, they may be reguired to
realise assets and extinguish their liabilities other than the normal course of business and at amounts different to
those stated in the financial report.

The financial report does not include any adfusiments relating to the recoverability and clagsification of recorded
asset amaounis or to the amounts and classifications of liabilities that may be necessary should the company and
consolidated entity be unable to continue as a going concern.

d} Cash and cash equivalents

Cash comprises cash on hand and demand deposits. Cash equivalents are short-term, highly Hquid investments
that are readily converted to known amounts of cash and which are subject to an insipnificant risk of change in
value.

Bank overdrafts are shown within borrowings in current liabilities in the balance sheet.

¢) Plant and equipment

Acquisition of Assets

ftems of plant and equipment acquired are recorded at the cost of acquisition, being the purchase consideration
determined as at the date of acquisition plus costs incidental to the acquisition.

Depreciation

Depreciation is provided on plant and equipment. Depreciation is caleulated on a reducing balance basis g0 as to
write off the net cost or other revalued amount of each assel over its expected useful life. Leaschold
improvements are depreciated over the peried of the lease or estimated useful life, whichever is the shorter. The
following estimated vseful lives are used in the calculation of depreciation:

- Office furnitare, fittings, equipment and compiters 2.5 10 5 vears
- Leasehold improvements the lease term
- Self-funded rental assets 2510 5 years
- Web siles 2.5 vears

- Motor vehicles 5 years

- Computer equipment and software - leased 2.5 to 5 years

fj Lesased assefs

Leases are classified at their inception as either operating or finance leases based on the economic substance of
the agreement so as to reflect the risks and benefits incidental to ownership.

Operating leases

The minimum lease payments of operating leases, where the lessor effectively refains substantially all of the nisks
and benefits of ownership of the leased item, are recogmised as an expense on a straight Hine basis.
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Finance leases
Leases which effectively transfer substantially all of the risks and benefits incidental to ownership of the leased

item to the consolidated entity are capitalised at the present value of the minimum lease payments and disclosed
as plant and equipment under lease. A lease liability of equal value is also recognised.

Capitalised lease assets are depreciated over the shorter of the estimated useful life of the assets and the lease
termn. Minimum lease payments are allocated between interest expense and reduction of the lease liability with
{he interest expense calculated using the interest rate implicit in the lease and charged directly to the profit and
joss.

¢} Trade and other accounts payables
Trade payables are recognised when the consolidated entity becomes obliged to make future payrients resulting
from the purchase of goods and services.

h) Investments

Investments in controlied entities are recorded at the lower of cost and recoverable amount. vestments in
associates are accounted for under the equity method in the consolidated financial statemnents and the cost method
in the company financial statements. Other investmenis are recorded at the lower of cost and recoverable amount,

1} Financial Assets

Investrnents are recognised and derecognised on trade date where purchase or sale of an investment is under
contract whose terms require delivery of the investment within the timeframe established by the market
concerned, and are initially measures at fair value net of transaction costs. Subsequent to initial recognition,
investments in subsidiaries are measured at cost in the company financial statements. Subsequent to initial
recogmition, investments in associates are accounted for under the equity method in the consolidated financial
staternents and the cost method in the company. Other financial assets are classified into the following specified
categories: financial assets at “fair value through profit and loss’, ‘held-to-maturity” investments, ‘available-for-
sale’ financial assets and ‘loans and receivables’. The classifeation depends on the nature and purpose of the
financial assets and is determined at the 1ime of infrial recognition.

Effective interest method

The effective interest method is a method of caleulating the amorised cost of a financial asset and allocating
interest income over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash receipts through the expected life of the financial asset or , where appropriate, a shorter peried.

Loans and Receivables
Trade receivables, loans, and other receivables are recorded at amortised cost less impainment,

iy Tmpairment of tangibie and intangible assets

At each reporting date the group reviews the carrying amount of its tangible and intangible assets o delermine
whether there is any indication that thosc asscts have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any).
Where the asset does net generate cash flows that are independent from other assels, the Group eslimates the
recoverable amount of the cash-generating unit to which the asset belongs. Where a reasonable and consistent
basis of allocation can be identified, corporate assets are also allocated to individual cash generating units, or
otherwise thev are allocated to the smallest group of cash generating units for which a reasonable and consistent
allocation basis can be identified.

intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment annually and whenever there is an indication that the asset may be impaired.
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Recoverable amount is the higher of fair value less costs 0 sell and value in use. In assessing value in use, the
estimated future eash flows are discounted 1o their present value using a pre-lax discount rate that reflects current
market assessments of the time value of money and the risks specific 10 the asset for which the estimates of future
cash flows have not been adjusted. If the recoverable amount of an asset (or cash-generating unit) is estimated to
be less than #s camrying amount, the carrying amount of the asset (cash-generating unit) is reduced to is
recoverable amount. An impairment loss is recognised in the profit and loss immediately, unless the relevant asset
is carried at fair value, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the camying amount of the asset {cash-generating unit) is
increased to the revised estimate of its recoverable amount, but only to the extent that the increased carrving
amount does net exceed the carrying amount that would have been determined had no impainment loss been
recognised for the asset {cash-generating unit) in prior years. A reversal of an impairment loss is recognised in
profit or loss immediately, unless the relevant asset is carried al fair value, in which case the reversal of the
impairment loss is treated as a revaluation inerease.

k) Intangible Assets and Distribution Network Contracts

Intellectual Property
Intangible assets “inteliectual property” recorded at cost of acquisition over the fair value of the identifiable net
agsets acquired, is amortised on a straight line basis over 20 years.

Inertia 4ssets

Intangible assets acquired in a business combination are identified and recognised separately from goodwill where
they satisfy the definition of an intangible asset and their fair values can be measured reliably. Intangible assets
“inertia” and “distribution networks” acquired on the acquisition of RentSmart Limited (UK} represent the
expected income streams from unexpired rental contracts in existence at 1 December 2006. The maximum term of
unexpited contracts at 1 December 2006 is 4 years and the intangible assel is amortised over the expected income
profile of this revenue stream. Intangible assets “distribution network” represents the value atiributable to the
retailer network from which rental contracts are originaled, The intangible asset is amortised on & straight line
basis until the expiry date of the current contract.

Iy  Governiment grants

Government grants are assistance by the Government in the form of ransfer of resources to the company in return
for past or future compliance with certain conditions to the operating activities of the company. Govemment
grants are not recognised until there is reasonable assurance that the company will or has complied with the
conditions attaching to them and the grants will be received. Government grants are recognised as incorme over
the periods necessary to match them with the related costs which they are intended to compensate. Government
grants that are recervable as compensation for expenses or losses already incurred are recognised as income of the
period in which it becomes receivable,

) Goodwil}

Goodwill acquired in a business combination iz initially measured at its cost, being the excess of the cost of the
business combination over the acquirer’s interest in the net fair value of the identifiable assets, Habilities and
contingent liabiliies recognised. Goodwill is subsequently measured at its cost less any impairment lasses.

For the puipose of impairment testing, goodwill is allocated to each of the Group’s cash gencrating units (CGUs)
or groups of CGUs, expecied to benefit from the synergies of the business combination. CGUs (or groups of
CGUs) to which goodwill has been allocated are tested for impainment annually, or more frequently if events or
changes in circumstances indicate that goodwill might be impaired.
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If the recoverable amount of the CGU (or group of CGUs) is tess than the carrying amount of the CGU (or group
of CGUs), the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the
CGU (or group of CGUs) and then to the other assets of the CGU of CGUs pro-rata on the basis of the carrying
amount of each asset in the CGU {or CGUs). The impairment logs recognised for goodwill is recognised
immediately in the profit or loss and is not reversed in the subsequent period.

On disposal of an operation within a CGU, the anributable goodwill is included in the determination of the profit
or loss of disposal on the operation.

n} Employee Benefits
A liability is recognised for benefits accruing to employees in respect of wages and salaries and annual Jleave
when it is probable that settlement will be required and they arc capable of being measured reliably.

Liabilities recognised in respect of employee benefils, which are expected 1o be settled within 12 months, are
measured at their norminal values, using the remuneration rate expected Lo apply at the time of settlement,

Liabilities recogniscd in respect of employee benefits, which are not expected to be settled within 12 months, are
measwed at their present value of the estimated fiiture cash flows to be made by the group.

Contributions to defined contribution superannuation plans are expensed when incurred.

o} Inventories

Inventories are valued at the lower of cost and net realisable value. Net realisable value represents the estimated
selling price less all estimated costs of completion and costs necessary to maeke use for sale.

py Revenue Recognition

Revenue is measured at the fair value of the consideration received or receivable and iz recognised to the extent
that it is probable that the sconomic benefits will flow to the eatity and the revenue can be relinhly measured. The
following specific recognition criteria must also be met before revenue is recognised:

Funder Income

Commissions ieceivable from funders is recognised al the time finance approval is given, adjusted for an
allowance for loans not expected to proceed to a contract. A component of the income where material is deferred
and recognised in line with the services provided. As at 31 December 2006 this deferred revenue was not
considered maternal.

Linguaranteed Residual Interest in Equipment

At the eanclusion of the initial rental period the conselidated entity is entitled to acquire the equipment from the
funders at a nominal value The consolidated entity can immediately dispose of the equipment or confinue to rent
the assct to third parties.

. Ongoing rental income
Where the asset acquired from the funder is rented to third parties the income from that rental is brought
to account when the control of the right to receive this income s attained and can be reliably measured,
usually on 2 monthly basis. No engeing reatal income is brought to account in respect of the unexpired
rental coniracts.

. Sale income
Where the asset is sold the sale proceads are brought to account af the time of the sale.
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q) Financial Instruments issmed by the company

Deabt and equity instruments
Debt and eqnity instruments are classified as either liahilities or as equity in accordance with the substance of the
contractual arrangement,

r) Income fax

Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the
taxable profit or tax loss for the period. It is calculated using tax rates and tax laws that have been enacted or
subsiantively enacted by reporting date. Current tax for current and prior periods 1s recognised as a hability (or
asset) to the extent that it is unpaid {or refuadable).

Deferred tax

Peferred tax is accounted for using the comprehensive balance sheet Hability method in respect of temporary
differences ansing from differences between the carrving amount of assets and liabilities in the financial
staterments and the corresponding tax base of those irems,

In principle, deferred tax hiabilities are recognised for all taxable teraporary differences. Deferred tax assets are
recognised to the extent that it is probable that sufficient faxable amounts will be available againgt which
deductible temporary differences or unused tax losses and tax offsets can be utilised. However, deferred tax assets
and liabilifies zre not recognised if the temporary differences giving rise to them arise from the initial recognition
of assets and liabilities {other than as a result of a busingss combination) which affects neither taxable income nor
accounting profit. Furthermore, a deferred tax habilily is not recognised in relation lo taxable temporary
differences arising from goodwill.

Deferred tax liabilities are recognised for taxable temporary differences arsing on investments in subsidiaries and
joint ventures except where the Consolidated Entity is able to control the reversal of the emporary differences
and it is probable that the terporary differences will not reverse in the foreseeable future.

Deferred tax assets arising from deductible temporary differences associated with these investments and inferests
are only recognised to the extent that it is probable that there will be sufficient taxable profits apainst which to
utilise the benefits of the temporary differences and they are expected to reverse in the foreseeable funire.

Deferred tax assets and habilities are measured at the tax rates that are expected 1o apply to the period(s) when the
asset and liability giving rise to them are realised or settled, based on tax rates {and tax laws) that have been
enacted or substantively enacted by reporting date. The measurement of deferred tax liabilitics and assets reflects
the tax consequences that would follow from the manmer in which the Consolidated Entity expects, ai the
reporiing date, 1o recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation authority
and the Company/Consolidated Entity intends to settle its current tax assets and liabilities on a net basis,

Current and deferred tax for the period

Current and deferred tax is recognised as an expense or income in the income statement, except when it relates to
items credited or debited directly {0 equity, in which case the deferred fax is also recognised directly in equity, or
where it arises from the inifial accounting for a business combination, in which case it is taken info account in the
determuination of goodwill or excess.

Tax consolidation
The Company and its wholly-owned Australian entities have elected not to formn a tax consolidated Group.
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§) (Goods and services fax
Revenues, expenses and assels are recognised net of the amount of goods and services tax (GST) except:

i) where the amount of GST incurred is not recoverable from the taxation authority, it is recognised ag part
of the cost of acquisition of an asset or as part of an item of expense; or
i} receivables and payables which are recognised inclusive of GST.

'The net amount of GST recoverable from, or payable to, the taxation authority is inchaded as part of receivables or
payables,

Cash flows are included in the statement of cash flows on a gross basis. The G8T component of cash flows
arising from investing and financing activities which is recoverable from, or payable to, the taxation authority is
classifled as operaling cash flows.

t} TForeign currency transactions

Functional and presentation currency
Hems ineluded in the financial statemems of each of the Group’s entities are measured using the currency of the
primary economic environment in which the Entity operates ("the functional currency™).

The Consolidated financial statements are presented in Australian dollars, which is ThinkSmart Limited’s
functional and presentation currency.

Transactions and balances

Foreign currency transactions are transiated into the fimctional currency using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions
and from the transiation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the income statersient.

Group companies ond foreign operations
The results and financial position of all the Group entities {none of which has the currency of & hyperinflationary

econemy) that have a funcional camency different from the presentation currency are traaslated info the
presentation currency as follows:

. Assets and labilities for each balance sheet presented are transiated at the closing rate at the date of that
balance sheet.
. Income and expenses for each income statemernt are translated ar average exchange rates {unless this is

not a reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates,
in which case incomie and expenses are translated at the dates of the transactions); and
) Al resulting exchange differences are recognised as 2 separate component of eguity,

On consolidation, exchange differences arising from the wanslation of any net Investment in foreign entities, and
of borrowings and other currency instruments designated as hodges of such investments, are taken 1o
shareholders” equity. When 2 foreign operation is sold or borrowings repaid a propostionate share of such
exchange differences are recognised in the income statement as part of the gain or [oss on sale.

Goodwili and fair value adjustments arising on the acquisition of a foreign Entity are treated as assets and
liabilities of the foreign Entity and franslated at exchange rates prevailing at the reporting date.

1) Khare -based pavment

Equity-settied share-based payments with employees and others providing similar services are measured at the
fair value of the equity instrunent at the grant date. Fair value is measured by use of a binomial model. The
expected life used in the model has been adjusted, based on management’s best estimate, for the effects of non-
transferability, excreise restrictions, and behavioural considerations.
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The fair value determined at the grant date of the equity-settled share-based payments 1s expensed on a straight-
line basis over the vesting period, based on the Group’s estimate of shares that will eventually vest.

The above policy is epplied to all equity-settled share-based payments that were granted after 7 November 2002
that vested zfter 1 January 2005, No amount has been recognised in the financial statements in respect of the
other equity-settled shared-based payments.

Equity-settled share-based payment transactions with other parties are measured at the fair value of the goods and
services received, except where the {fair value cannot be estimated reliably, in which case they are measured at the
fair vahie of the equity instruments granted, measured at the date the entity obtaing the goods or the counterparty
renders the service.

For cash-settled share-based payments, a Hability equal to the portion of the goods or services received is
recognised at the current fair value determined at cach reporting date.

v} Segment reporting
The Group conducts rental finence operations in {ts subsidiaries across geographical segmenis in Australia and
Hurope.

w) Earuings per share

Basic earnings per share

Basic earnings per share is calculated by dividing the profit atributable to equity holders of the Company,
excluding any costs of servicing equity other than ordinary shares, by the weighted average number of ordinary
shares cutstanding during the year, adjusted for bonus elements in ordinary shares issued during the vear.

Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into
account the after income tax effect of interest and other financing costs associated with dilutive potential ordinary
shares and the weighted average number of shares assumed to have been issued for no consideration in relation to
dilutive potential ardinary shares.

x) Corporate Development costs
Comporate developments costs are expenses as incurred in investing in new markets and primanly comprise of
salaried costs, travel, consultancy and trademark protection.

4, Critical accounting judgements and key sources of estimation uncertainty

In the application of the Group’s accounting policies, which are deseribed in note 3, management is required to
make hulgments, estimates and assumptions abowt carrying valnes of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under the circumstance, the resulis of which form the basis
of making the judgments. Actual results may differ from these estimates.

The cstimates and undetlying assurphions are reviewed on an ongoeing basis. Revisions to accoumting cstimates
are recognised in the perlod in which the estimate is revised if the revision affects ooly that period, or in the
period of the revision and future periods if the revision affects both current ard future periods.

Criticzl judgements in applying the entity’s accounting policies
The following are the critical fudgements including those involving estimations, that management has made in the

process of applying the Group’s accounting policies and that have the most significant effect on the amounts
recopmised in the financial statements:
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i) The factors used to determine the company provisions for employee entitlements.

i) Discount rate used in determining the present value of inertia cash flows acquired in the business
combinaticn.

iit) The valuation of options issued by the company in the absence of a liquid market and volatility factors

used in binomial pricing models.
Key sources of estimation ancertainty.

The following are the key assumptions concerning the future, and other key sources of estimation uncertainly at
the balance sheet date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and Habillties within the next financial yesr:

i} Recoverability of intangible assets. The value of “inertia assets” has been made using the director’s
best estimate of realisable value appropriately adjusted for risk. Market factors may affect the the
final realised value as these assets are yet to be realised. The value of “distribution networks”™ and
amortisation thereof is based on the current distribution conlract terms.

ii) Impairment of goodwill. Further detail regarding the goodwill arising from the business combination
is provided in note 30,
i) Recoverability of receivable with subsidiary. Further detail on the accounting treatment is provided

innote 11{h)
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5

Profit

Profit is arrived at afier crediting/(Charging)
the following items:

a)

b)

d}

&

Kevenne

Funder mcome

Income received on sale of equipment
Rental income

Other revenue

Governmant grant

Interest -  related parties

Employee benefits expense

Payments to employees

Payvments to Directors of related entities
Share based payments

Provision for employee entitlernents

Depreciation and amortisation
expense

Depreciation of plant and equipment
Amortisation of leasehold improvements
Amortisation of distribution retwork
Amortisation of inertia contracis
Amortisation of intellectual property

Finance costs
Interest expense — other entities
- related parties

Finance charges

impairment of intercompany
receivable

Impairment of intercompany receivable

Other Expenses
Other expenses

MNotres

Consolidated Company
2006 20065 2006 2005
3 § 3 ]
11,995,152 §,117,062 -
1,683,405 1,970,640 - -
2,110,149 1,762,372 - -
419,465 69,710 - -
137,000 - - -
111,110 - - -
16,456 281 11,869.784 - -
3,619.250 3,426,679 - -
9,372 688,764 - -
17434 - -
580,408 693,719 - -
4,946,464 4,808,162 - -
267,799 261,282 - -
12,730 18,340 - -
3811 -
98 604 - -
32,081 32,091 - -
449 235 311,713 - -
4,898 2,148 . -
32,728 - - -
35,144 56,514 - -
72,779 58,662 - .
- - {1.660,406} £1,230,64%3
2,257,519 560,121 37,434

Other expenses comprise of other administrative expenses including postage, travel and training. Included in 2006

costs was 5715,783 of fee-for-service charges incurred by Spain and Fragce for the UK operations cenfre. RentSmart
Limited (UK) was consalidated from its acquisition date on 1 December 2006 and only | months” fee-for-service cost
was eliminated against the UKs fee-for-service revenue. The rernaining fee-for-service revenue was brought to account
within retained earnings on business combination. The remaining increase was due to & full year impact of France
eperations and higher gosts to service higher revenue returns from Spain during 2006,
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6. Income Tax

The major components of income fax

expense for the year ended 31 December

are:

Current income tax

Current iwome tax charge

Deferred income iy

Relamng o ongnation and oversal of

termporaty differences

Incormie lax expense reported in mcome

statement

Cansolidated Campany
2006 2605 2006 2005
$ $ 8 b3
60,454 - - -
£330, 807 169,992 - -
691,261 169,602 - -

A reconciliation between tas expense and the preduct of sccounting profit/(loss) before mcome fax multplied by the

gpplicable income fax rate is as follows:

Accounting profit(loss) before tax
At the stattory income fax rate 0f 30%
Non deductible expenses

Overscas tax losses not recognised
Adjustments to deferred mx balances in
respect of prior periods

Income X expense reported in the ingome

stafement

Deferred tax asset

Accrials

Tax losses

Fmployee enttlements
Other

Total

Caensolidated Company
2006 2005 2006 Hos
& ¥ % 5
817,444 370,836 (1.637.930) {1,230,64%)
245,234 113,951 (491,379} {369.194)
164,354 56,041 491,379 369,194
38,004 - - -
226,660 - - .
661,261 169,992 - -
Consofidated

31 December  Charged o Charped o 31 December

2005 ineome equity Orher 2006
13,350 (13.350) - . -
444,426 {403,230} 1,081,753 1,122 949
83,423 19,806 - - 103,220
193,128 {247 688) - 46,608 1,955
734,327 (644 462) - 1,128,361 1,218,226
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6. Income Tax (cont.)

Deferred tax lability

Prepayments

Fleals awaiting scttiement
Inumgible assels
Government grant

Total

Deflerred tax asset

Acoruals

Tax losses

Employee eatitfements
Other

Total

Deferred tax liability

Prepayments
Deals awalting settlement
Inertia and distribution network

Government prant
Taotat

As there is no deferred fax balances in the Company, no reconciliation has been presented,

Tax Conselidation

ThinkSmart Ltd and #ts 100% owned Avstralian resident subsidiaries have not formed a tax comsolidated group as at 31

December 2006

Cansolidated
31 Becember  Charged to Charged to 31 December
2005 income cguity Other 2006
- 1,559 - - 1,659
12,215 1,414 - - 13,629
- {58,008} - 2,052,610 1,994,602
- 41,280 - - 41,280
12,215 {13,655} - 2052610 2,051,170
Couselidated
31 December  Charged to Charged to 31 December
2004 neome equity Other 2005
13,350 - - - 13,35G
628379 {183,953) - - 444,426
110,450 (27.027) - - 83,423
15321440 53,203 - - 205,343
904,319 (157,777 - 146,542
Consolidated
31 December  Charged w Charged to 31 December
2004 income equity Other 2005
- 12215 - - 12,215
- 12,215 - - 12,2135

4
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4. ‘Frade and other receivables

Trade receivables (1)
Allowance for doubtful debts

Consolidated Cginpan}-
2006 2005 2006 2005
4,797,035 421,706 - -
- (20,000} u .
4,767,033 401,706 “ -

(i} The average credit period on trade recefvables 13 30 days. No interest is charged on frade receivables.

8. TInventories

Prometional stock on hand

Hental asset inventory

9.  Other current assets
Prepayments
Dealy awaiting serlement

Cther

Conselidated Company
204 2605 2006 2068
¥ 3 § b
27,185 81,390 - -
- 16,333 - -
27,185 07,723 - -
Consolidated Compuny
2066 2005 2066 2003
b % b3 3
528,572 73,948 - -
45431 40,717 “ -
2 480 2480 - -

576,483

117,198
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16. Plant & Equipment

Gross Carrying
Amonnt

Halence at 1 January 2003
Additions/{disposals}
Balance at 31 Deo 2005
Acquisinans through
busiiess combinations
Net foreign currency
transiation differences
Additions/(disposals)
Balance at 31 Dec 2006

Accamulated
Bepreciation

Balance at | Janorry 2005
Depreciztion expense
Balance at 31 December
2005

Net foreign currency
wanslation diffetences

{ Addinons)disposals
Depreciation expense
Balance ax 31 Dep 2006

Net Book Yalue
At 31 Dec 2008
At 31 Dec 20066

Self Lease
Plant & Lemsehold funled eputprment &
Eguipment improvements rentals Web Sites softwnre Software Toml

] $ 3 $ § $ s
#52,020 275038 138,083 16,450 1,621,528 15,232 2978349
26,201 - 1801 - 155 (44 199 256
B78,22) 275,033 136,094 T0,450 1,776,569 15,232 3077603
204,040 227,933 - - - 431,973
28,054 - - - . - 28064
12314 17,515 (6,136 - T7.788 467,126 568,604
1,122,639 520,487 143,958 0450 1854354 482 358 4,200,244
{679,164} {226,272) 89,241} (64,6033 (1,286,219} {15064} {2,353 508}
{52,350} {18,340) 22113} {4,738} {182 (R (279,627}
{731,514) (244,612} (111353} {69,341} {1,467.245) {15,064} {2.839.130)
28,064 1,744 - - 29,808
- - 56358 - - - 3,858
{63.972) {12,730} (16,767 (2,844} {133,351% (30,8641 (280,525}
(767,423} {255,588y (122,462} 72,1853 {1.620,567) {45928} {2.884,190)
idn, TT a7 34,741 1,104 308,323 188 S3RA7S
355,218 264 889 27,498 4265 3,757 435,430 1,322,055

ThinkSmart Limited the parent company holds no plant & equipment.
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NOTES TO THE FINANCIAL STATEMENTS

Conselidated Cormpany
2006 2005 2006 2605
b4 $ $ 3

i1. Other Financial Assets
Interest in Subsidiaries  Counmy of % of

Incorporation.  Equity
RentSmart Unit Trust (i} Auswalia 100% - - 23,526 3,326
RentSmart Piy Ttd Australia 106% - - 12 12
RemtSmart Limited UK 50%01) iy B " -
SmartCheck Ltd Australia 160% - - - -
RentSmart Pry Lid New Zeakand 108% B N - B
RentSmart Pre L.id Singrapore 1004 - - - -
ThinkSmart Ewrope Lid - UK 100% - : - }
ThinkStart Finencial Services Lid

UK 100% } - - -
SnmuariCheck Led UK 106% - - - -
Think$mart Finance Spain SE

Spain 1006% ; ; -
SmartPlan Spzin 81, Spain 109% - - - -
Unsecured foans to controlled entities . . 23 53§ 23,538
Loan to RentSmart Unit Trust (8) - . 9,197,796 8,700,001

Provision for dinimdion .

1

{5,259,676) (3,659,180}

- - 3,961,658 3,064,359

(i) RentSmart Limited was fully controlled at 1 December 2006 pursnant to the Sale and Purchase Agreement
dated 30 June 2006 (“SPA™). The SPA requires conpletion by 20 June 2007 at which time 100% of the ordinary
shares will be owned by ThinkSmart Europe Limited after the financial completion of the purchase from Halifax
Bank of Scotland (2003: 50% owned)

(it} The financial statements of the RentSmart Unit Trust (“the Trust”) shows a deficiency of net assets as at 31
Pecerber 2006 after allowing for the oan to the parent emtity, ThinkSmart Limited. In assessing the
recoverability of the loan receivable from the Trust the directors have had regard 1o the entitlement of the Trust to
receive future rental and equipment sale income from unexpired contracts. The estimated valie of unexpired
contracts for the Trust ar 31 December 2006 was $4,669,343. This Las been estimated by caloulating the net
present value of the after-tax cash flows of rental contracts in existence at 31 December 2006. The future income
stream is conservatively assumed 1o have a value equivalent to the least profitable sales channel.

The receivable is pavable on demand and currently aliracts no interest.



THINKSMART LIMITED
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12. Intangible Assefs

Gross carrying smount
Balance at 1 Japuary 2005
Mowvement

Balance at | Janoary 2006

Acquisitions through business
combinations

Balance at 31 Decemrber 2606

Accumulated amortisation and
impairment

Balance &t | January 2005
Amortisation expense {1}
Balance at { January 2006
Amortisation expense {)
Balance at 31 December 2006
Nef beok value

At 31 December 2005

At 31 December 2{06

Consolidated
Distribution Intellectual Inertia
nefwork Property Contracts Total
b3 5 % $

- 641,316 641,816
- 541816 - 641,816
2,052,610 - 4,732,977 6,785,587
2,052,610 641,816 4,732,977 7,427,403
- {144,410 - (144,410)
- {32,051} - (32,081}
- (176,501} - {176,501}
(38.011) {32,001} {G8,604) {168,704}
(38,011} {208,592 {08,604} (345,207}
- 465,315 - 465,315
2.014,369 433,224 4,634,373 7,082,196

{iy Amortisation expense is incladed in the line item *depreciation and amortisation’ expense in the income statement.
The company did net hold any intangible assets during the current or comparative reporting period.

13, Goodwill

Balance at beginning of financial year

Amount recognised fiom business

combinanons during the period (1)

Baluace af end of financial vear

Consolidated
066 2005
$ %
2,052,610 -

Company

2066
8

2805
$

252,610

{1y Goodwill arising from the recogaition of the deferred tax liability from: intangible asscts,
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14. Assets Pledged as Security
Tn accordance with the security arrangements of liabiliies, as disclosed in notes 16 and 19 to the financial statements,
effectively all non-cnrrent assets of the RentSmart Limited have been pledged as scourity. The consolidated entity
does not hold title to the equipment under finance lease pledged under security.

Consolidated Company
Notes 2066 2005 2086 2005
3 8 s 3
15, Trade and sther payables
‘Trade payables {1) 5,234 987 1,536,379 - -
Term loans 19 TO0,123 - - -
Other payables (i1} 7,746,121 “ 11 11
GST Payable 77,725 55,843 . -
13,548 936 1,502 222 11 11

{i) Refer note 29 a}

(i} Amount payable o Halifax Bank of Scotland on or before 20 fune 2007 o complete the purchase of 1ts 50%
ghare in RentSmart Limited (UK). The consideration inclodes interest payable ar 2% above the base lending
rats as determined from time to time , compounded monthly, by HBOS from the acquisition date to 20 June
2007. In the event of late payment, interest shell accrue at an additional 3% compounded daily on the 2%
margin above the base lending rate.

Consolidated Company
2006 2005 0606 2008
$ § 5 8
16. Borrowings

Bank Gverdraft (1) 725,816 - - -
Hire purchase and lcase Habiliues (i) 41,898 24,401 - -
Bank bill acceptance facility (it} - 400,000 - -

T4 429,401 - -

(1) The £300,000 overdraft facility is redeemable on demand and has been negotiated on comgnercial terms at 2%
ahove the base rate from Halifax Rark of Scotland. The loan is secured over the assets of RentSmart Limited.

{1} The hire parchase and lesse liabikities are secured by a charge over the respective assets {refor note 233,

{iii) The commercial bill was paid out during the penod.
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17, Current Provisions

Provision for tax

Employee entitlements

Agcrued salaries and wages are included in the current pavables balance {refer nole 15},

18. Other ~ nosn carrent

Product Plan {i)

Consolidated Cempany
2086 2005 2000 2068
g ¥ 8 b
60,454 - - -
349227 278,075 - -
4(10.6%1 278,075 - -
Consolidated Company
20606 2005 2006 2605
5 5 3 3
171,66% 178,630 - -

i} Premiums for inswance and warranty are funded in advance and remitted to the enderwriler at each anniversary

date.

19 Borrowings
Commercial Bill ()
Hire purchase and lease liabilities (i}

Term loans (H)

Consolidated Company
2066 2605 2006 2088
3 $ 5 3
- 202,654 . .
35,080 35,080
2,673,541 - -
2,728,591} 257,734 - -

{i} The commercial bill was paic out in the pariod. The bill was secured over the assets of the RentSmart Unit Trust
in accordance with a guarantee of subordination by ThinkSmart Limited. Principal repayments of $106,000 each
quarter pricr to rolling over the balance for {urther 90 day terms.

(i) The £1,300,000 fixed term loar is charged with interest in arrears at a margin of 2.5% over the Halifax Bank of
Scothand base rate. The loan is secured over the asseds of RentSmart Limited. The repayment terms are £180,000
at 30 September 2007, £200,000 at 31 December 2007, £300,000 at 31 March 2008, £400,000 at 30 June 2008
and £400,000 at 30 Saptember 2008, The current payable on the term loan is disclosed in note 1 5.

€ii8) The hire purchase and lease liabilities are secured by a charge over the respective assets (refer note 23},

20. Tssued Capital
{2} Tssued and Paid up Capital

32243913 Ordinary Shares fully
paid (2005: 20,333,336}

Consolidated Company
2606 2005 16G6 2005
3 8 3 $
9,842,393 6,723,526 9,842,393 6,723,526
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Consolidated Company
20. Issued Capital (cont.) 2806 20058
Number % MNumber hy
Fully Paid Qvrdinary Shares
Balance at beginning of the financial year 20,333,336 6,723,326 20,333,336 6,723,526
Issue of new shares following exercise of 1,912,577 1,118,867 _ i}
options
Balance at end of the financial year 22,245,913 9,842,353 203333364 6,723,526
{b) Share Options

(i} Rights Tssue Opiions

600,000 Rights Tssue options were exercisable at $1.50 on or before 31 January 2006, 545910 options were sxercised
during the period. The balance lapsed without being exercised.

{if} Convertible Nates Options

466,667 Convertible Note options were exercisable at $1.50 on or before 3t January 2006. 366,067 options were
exercived during the period. The balanced lapsed without being exercised.

(iii) Executive Service Confraet Options

1,000,000 options were exercisable at $1.75 at any time between 5 June 2006 and § August 2006, These aptions were
exercised curing 2006

{iv} Halifax Bank of Scetland Option

During the year ThinkSmart purchased back from Halifax Bank of Scotland the option it held over 10% of the issued
capital of the company for a consideration of $621,072 at arms length.

v) Employee Options
The following options were issued over ordinary fully paid shares:

#= 210,000 options over erdinary shares were {ssued 5 January 2006 and exercizable at $1.75 berwesn 1 Tamaary
008 and 31 December 2008,

s 350,080 options over ordinary shares were {ssued § January 2006 and exercisable at $2.50 betwesen 1 January
2008 and 31 Pecember 2010.

s 1,000,000 options over ordinary shares were issned 28 Angust 2006 and exercisable at $4.30 between 28 August
2007 and X7 Augasi 2008

s 350,000 options over ordinary shares were issued 28 August 2006 and exercisable a 55.50 between 28 August
2008 and 27 August 2008,

s 330,000 options over ordinary shares were issued 28 August 2006 and exercisable af $6.30 between 28 August
2009 and 27 August 2014

The value of these options will be expensed over the vesting period in accordance with AASB 2
The Company has an ownership-based compensation scheme for executives and senior employees,
Each employee share option converts to | ordinary share of ThinkSmart Limited on exercise. No amounts are paid or payable

by the recipient of the options. The cptions carry neither rights or dividends nor voting rights Options may be cxercised at
any time within the specified exercise pariod to the date of their expiry.
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20, Issued Capital {cont.)

Exercise price Fair value at

Options series Number Crant date Expiry date $ grant dale
{1) Fmployee options (¥} 210,000 050172606 3171212006 $1.75 $0.23
{2) Employee options {*} 350,000 05/01/2006 31/12/2010 $2.50 %028
{3} Executive options {¥} 1,000,000 28/08/2006 270872008 $4.50 $0.61
{4} Executive options (*) 350,000 28/08/2006 2710872009 £3.50 $0.05
{5} Executive options (%) 330,000 28/08/2006 27/08/2010 $6 50 $0.02

{*} In accordance with the terms of the share-based apranpement, options issned daring the fnancial year ended 31
Becember 2006 vest at various dates.

The weighted average fair value of the share options granted during the financial year is 30.07 (2003: $0.01). Options were
priced using a binontal optiont pricing modsl. Where relevant, the expected useful life used in the model has been adjusted
based on management’s best estimale for the effects of non-transferability, exercise restrictions (ncluding the probebility of
meeting market conditions attached €0 the option, where applicable), and behavioural considerations. Fxpected volatility is

based on that observed for comparable listed companies over the time period appropriate to the oplion grant in question.

(1) Empleyee (2} Employee (3) Executive {4) Exeentive {8y Executive

options options options options options
Grant date share prica $1.75 $1.75 $1.75 51.75 $1.75
Exercise price $1.73 $2.50 $4.50 §5.50 $6.50
Expected volatility 36.6% 41.4% 304% 34.5% 26.9%
Option life {days} 1,080 1,817 128 1,092 1,458
Dyividend yield 6% 0% 0% 4% 0%
Risk-free interest rate 5.18% 5.57% 3.84% 581% 587%

The following reconciles the outstanding share options granted under the emplioyee share option plan and the beginning and

end of the financial vear:

2606 2608
Weighted Weighted
Number of average Number of average
options exercise price options exercise price
$ %

Balance at beginning of the financial year 1,600,000 £1.75 1,000,000 5178
Granted during the financial year 2,260,000 8440 - -
Forfeited during the financial year

Exercised during the fnancial vear {13 (1,060,000} $1.73 -
Expired dunng the financial yvear - - -
Exercisable at end of the financial vear 2,260,000 $4.40 1,000,600 §1.75
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20. Issued Capital {cont.)

21

2

The foilowing share options granted under the employee share option plan were exercised during the financial year:

Share price

Number af exercise
exercised Exercise date date
Executive options 1,000,000 G5/08/2006 £1.75

The share options outstanding at the end of the financial year had exercise prices as detalled in the above reconciliation
and a weighted average remaining contractual life of 1,019 days (2005: 240 days).

Ceonsolidated Company
2606 2065 2606 2008
5 b S 5

Reserves
Equity settied employee benefits reserve (1) 37,434 - 37,434 -
Opiion buy-back reserve {ii) (621,072 - (621,072 -
Foreigm currency translation reserve (i) (227,847 - - -

(811,435) - {383.,638) -

{iy 'The share-based compensation reserve arises on the grant of share options to executives under the employee
share option plan. Amounts are transferred out of the reserves and into issued capital when the oprions are
exercised Further information about the sharo-based payments is made in nofe 20(v} to the financial statements.

{ii) The parent company purchased an option that HBOS held over 10% of the issued capital of the company for 4
consideration, at fafr market value, of $621,072. The transaction it 2 negative aquity transaction.

(i) Exchange differences relating to the translation of the functional currencies of the Group’s foreign controlled
ensities into Australian dollars are brought to account by entries made directly to the forsign currency
translation reserve,

Consolidated Company
2008 2608 2046 2005
§ 3 $ 3

Naotes to the Cash Flow Statement

(@) For the purposes of the cash flow statement, cash and cash equivalents includes cash on hand and in banks and
investments in money market instruments, net of outstanding bank overdrafts. Cash and cash equivalents at the
end of the financial year as shown in the cash flow statement is reconciled to the related Hems in the balance
shest as follows:

Reconciliation of cash and cash

efjuivalents

Cagh balance comprises:

- cash and gash equivalents 2,000,378 B98.021 - -

Pruring the Financial year, the Group acquired control of the UK business. There were no cash outlays arising from
this transactinn as consideration remains payable as at 31 December 2006
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22, Notesto the Cash Flow Statement {cont.)

(b)) Reconciliation of the profit /loss}

{c}

for the year fo net cash flows from
aperating activities:
Profii/{loss) before tax

Prepreciation and amortisation
{Profit)loss on disposal of plant and
equipment

Provision for doubtful debis
Provision for employee entitlements

Equty settled share based payment

Foreign exchange {painsylosses -
vestment in RentSmart Limited
Movement in Loan Dimunition
{(Increase) / decrease in assets:
Trade receivables and deposits
Deferred tax assetf

Other Assets

Rental asset inventory

Trade and other creditors

Net cash from operating activities

Financing facilities
Secured bank overdraft facility

reviewed annually and payable at call:

“ amount used

- amount unuscd

ITire prrchase and/or leasing Tacilities;

- arnount used
. amoun! anused

Secured bill acceptance facility:
- amount used
- amount wnased

Interest rate swap facility:
- amount used
- amount unused

Consolidated Company
2000 2{45 2846 205
3 g $ $

817,444 379,836 {1,637,930% {1,230,648)
449235 311,713 - .
477 {182) -
83,386 - - -
71,153 {96,001) - -
37.434 - 37,434 -
3,829 7,824 - -
- - 1,600,496 1,230,648
{400,663) 185,955 - -
(105,184) 166,992 . .
{344.441) £207,709) - -
79,960 {54,397) - -
{115,250y 324,238 - -
146,966 1,023,179 - -
755,816 - - -
728,752 250,000 - -
1,484,568 250,000 - -
96,948 24,481 - -
201,884 165,519 - .
298,832 236,000 - -
- 662,654 - -
1,011,510 108 856 - -
1,011,510 1,011,510 - -
200,000 200,000 -
200,000 260,000 - -
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22.

(d)
®

Nsotes to the Cash Flow Statement {cont.)

Consolidated Caompany
2006 2065 2006 2005
$ § § $

Other finance facilities (business eredit
card, payioll facility, term loan, malti-
aption facility):
- amount used 3464 064 . - -
- amouni unused 500,000 F.A490.000 - -

3,064,004 1,450,008 - -
Total Finaneing Facilivy 6,958,974 3201510 - -

The total Bnancing facility of $6,958,974 identified above is reviewed amwally and secured over the assets of the
group.

Non-cash financing transactions

‘The consolidated entity entered into no non-cash finance transactions duriog the period.

Leases and Hire Purchase Obligations

Finance Leases - Leasing Arrangements
Finance leases relate two computer equipment with lease terms of between 3 to 5 years. The consolidated entity has
options 10 purchase the equipment for a nominal amount at the conclusion of the lease agreements.

Consalidated Company
2606 2005 1006 2005
Nute $ $ $ $
Finance lcase Hahilides
No later than § year 32,043 38,377 - )
Later than 1 year and not later than 5 . - -
years 55,050 55,080
Minimum lease payments 17,093 83,457 - -
Less finwe finance charges (10,145} (8,976} " -
Present value of minimum lease . -
pavimeEnts 96,948 84,481
Inciuded i the financial statements as:
Current 16 41,898 29461 . )
Non-cutrent 19 55,050 55,080 . -

96,948 84,481 - .
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23 Leases and Hire Purchase Obligations (cont.}
Operating Leases — Leasing Arrangements

Operating keases relate to office facilittes with lease terms of between 1 and 4 years, with an option 10 extend for a
further 3 years. All operating lease contracts contain market review clauses in the event that the consolidated entity
exercises its option to renew The consclidated entity does not have an oplion to purchase the leased asset at the

expiry of the lease period.
Coonzolidated Company
2006 2085 2006 2005
$ 3 8 %

Non-cancellable operating lease
payinents:
No later than | year 563,112 311,052 _ .
Later than | year and not later than § . 623,903 . .
years

563,112 035,855 - -

No provisions have been recogmsed in respect of non-canceliable operating leases.

Consolidated Company
2066 2005 2066 2005
% ) b %
24. Remuneration of auditers
Amounts received or due and
receivable by the suditors of the
consoiidated entity:
Auditing the financial report 11,424 74,963 - -
Other auditors 28,888 .
Orher Services - Taxation 20,61 - - -
120,827 74 963 - -

28, Segment Information

The consolidated entity operates predominanily in one industry being the arranging of rental finance for
equipment, and in two geographical areas, Australia and Europe.
Revenue from exiernal

Geographical Segments customers Segment assets
2006 2005 2006 2808
§ $ $ 5
Ausralia 12,169,343 10,717,784 7343182 2679763
Enrope 4,286,938 P 192 600 11,133,086 373,000
Total 16,456,281 11,809,784 18,476,268 3,052,763

26. Contingent Liabilities

There were no contingent liahilitics at the end of the financial year.

27. Contingent Inertia Assets

Under funder agreements, the entity iz entitied to future cash flows subject to the completion of current contracts to full
term by the customer, the funder receiving all amounts due umder the rental contract and the business exercising its option w
purchase those assets at the agreed nominal value.

[
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27. Contingent [nertia Assets (cont.)

The business sims o realize the future cash flow either by re-rental of the assers acquired or sale of goods af auction or to
ather parties, The business has a track record of re-renting or selling these asscts however cannot reliably measure the value
of the cash fiows except by its least profitable sales charnel, public auction. A conservative estimate of its realisable value
bas been made by estimating expected sales procecds through the auction sales channel. The afler-tax cash flows, calculated
from rental coniracts in existence at 31 December 2006, are discounted using an appropriate risk factors. The estimated value
of fisture eash flows is 58,938,954 (2005 $3,807,800, Austalia only, representing the undiscounted pre-tax value of assets as
detzrmined by reference o auction sales historv). A value 0of $4,732,977 has already been brought to account as part of the
business combination (refer note 12 and 30) in accordance with accounting standards. Beveme relating to the re-rental of
assets is brought 1o accounts as that rental income is received. Revenue relating to the sale of the asset is brought to account
when the asset is sold to & third party.

28. Key management personnel compensation

The apgregaic compensation of the specified directors and specified excoutives, being the key management personnel, is set out
bhelow

Consolidated Campany
2006 2605 2006 2005

% b $ 5
Shori-term emploves benefits 652,986 634,833 - -
Post~employmeni benefifs 36,386 51,802 - -
Other long-term emplovee benefits §7.526 - - -
Termination benefits - - - -
Share-based payment 37434 - - -

834,726 686,685 - -

a)  Durng the vear there were 1,700,000 options over ordinary shares issued to the Managing THeector.

D) As atperiod end 10,061,970 shares in ThinkSmart Limited were held by direciors and their related entities.
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29. Financial Instroments

29a}  Financizl risk management obiectives

Terms and conditions

The consolidated entity's ferms and conditions of each class of fnancial asset, fnancial Hability and equity instrument, both
recognised at the balance date, are as follows:

Revogrised Balance

Financia! Sheet Terms and Conditions

Instruments Notes

{5} Financial assets

Receivables — trade 7 Credit sales require fander approval.

receivables

Investment in il Investrent is denomipated in Sterling and is susceptible to movements in the

RemtSmart Limited rate of exchange between the Australian dollar and the UK Pound Sterting. The

amount is repavable out of surplus cash flow within ReniSmart Limited.

Recognised Balance

Financial Sheet

Instruments Notes Terms and Conditions

(i) Financial Habilities

Trade payables and 15 Trade Habilities are normaily settled on 30 day terms.

accraals

Bank overdraft 16 Tnterest 18 charged at a variable rate and if the overdrafl is exceeded ap additional
4% interest is payable.

Hire purchase and 16,1923 | As at balance date, the controlled entity had hire purchase and {inance leases with

finance fease an average term of 3 years,

Habilities

29 (b) Interest rate risk

The Tollowing able details the consclidated entity’s exposure to interest rate risk:

Fixed interest rate maturing fn:
Weighted average
Finascial effective interest
{nstru t Floating interest rate 1 year or fesy Over 1 to 3 vesrs More than 5 vears rake
it il 265 2066 2005 2806 2005 26006 2065 2006 085
b 3 b 3 5 & b} k) Y ko)
i} Financial
Asreds
Recefvables — - - - - - - - - - -
Related parties
{4y Financial
Tiabilitics
Bank bitl - 602 634 - 400,000 - AR 654 - - 62 bR
acceplance Gaeility
Term loan 3.464,004 - - - - - - . 713 -
b pavable 7,746,421 - - - - - - - £8 -
Hire purchase and - - 41 398 29401 53050 53,080 - - T8 137
lease Habilities
Totat T1L2E0 485 662,654 44,8498 429 41 35,050 57,734 - - - -

All other fizancial assets and financial liabilities, both recognised and unrecognised, are non-interest bearing,

£}
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29, Fipancial Instraments {cont.)

29 (¢) Fair value of financial instruments

The carrying amounis of financial assets and financial Labilities recorded in the financial staterents approximate their
agpregate net fair values.

19 () Credit risk management

Credit risk refers to the risk that a counterparty will default on its confractual obligations resulting in Boancial loss w the
Group. The Group has adopted a policy of only dealing with credit worthy counterpartios as 4 aeans of mitigating the risk
of financial loss from defanlis.

The carrving amount o financial asseis recorded in the financial statements, net of any allowances for losses, represents the
consolidated entity’s maximum exposure to credit risk.

Concentrations of credit risk

The consolidated entidy minimises concentrations of credit risk in relation to trade receivables by tansferring substantially
all credit risks 10 the funding institution in Australia. The consoldated entity’s credit risk is limited to the loss reserves held
with (ke [unding institutions less aay allowances for doubtful debes.

29 {e} Foreign currency risk managenent

Liabilities incurred in each respective geographical territory ase paid for by the cash flows of the functional curtency of that
territory. Exposures for singular fransactions greater than 350,000 are hedged with forward exchenge contracts to mitigate
exchange rate risk and are considered separately as they arise. The consolidated entity has no forward exchange counlracts as
at reporting date (2003: nil)

29 (H  Laguidity risk
The consolidated entity manages liquidity risk by maintaining adequate reserve banking facilities and reserve bormowing
facilities by contimuously reviewing its facililies and cash Jows.

30. Acquisition of business

RentSmart Limited’s core business, operating in the UK, provides rental finance facilities through a2 network of retail
catlets. &ince inception RentSmart Limited has operated as a 30730 joinr venmwe with Halifax Bank of Scotiand.
ThinkSmart Europe Limited has accounted for the investment under the equity accounting method. An offer 1o purchase the
0% share owned by Halifax Bank of Scotland was made during the peniodd. The conditions procedent o the sale were
sarisfied on 1 December 2008 whereupon the sale became unconditional with final settlerment due on or before 20 June
2067,

The initial accounting for the acquisition of RentSmart Limited (UK} hag heen provisionally determined at reporting date.
The cost of the acquisition comprises of ecash congideration of £2,950,800 plus intersst acerned curmilatively at 2 raw of 2%
above the Halifax Bank of Scotland base vate from the date of signing of the initial share porchase asgreement until final
settlement. A residual arose from the acquisition and a value of 34,732 977 lias been attribatable to the snexpired contract
revenue stream {Ulaertia™) by now gaining fall access to unespired rental revenue from confracts in existence at 1 Execember
2006 using appropriate nsk based discount faciwors. The balance, of 2,052,610, has boen provisionally recognised as the
value of the distribution netwaork from which the company originates rental contracts. The asset has been amortised on a
straight line basts until the end of the current contract tarm.
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38. Acquisition of business (cont.}

The book and market value of RemSmart Limited at acquisition date is as follows {in $Aunstralian}:

Fair value
Book Fair Value on
Vahie Adjustments  acquisition
Current assets $A SA $A
Trade and other receivables 1,823,164 - 1,806,342
Inventories 4,711 “ 4,711
Non-current assets
Plant and equipment 215,986 242 608
Intangibles 3,954 - 3,904
Deferred tax asset 545,561 549,561
Goodwill - 2052610 2,652,610
Other intangible assets (i) - 5,785,587 6,785,587
Current labilities
Trade and other pavables {2,215,3203 (2,213,320%
Other financial Liabilities (434,671) {434,671
Non-eurrent liabilities
Other payables (3,313,992} - (3,313,990
Other financial liabilities (1,836,582} - (1,836,582)
Deferred tax Lability (2,052,610) (2,052,610
Net (iabilities)/assets (5,103,149 1682438
Consideration pavable (i) 1,682,438

Included i the met profit for the period is $177,468 attribumsble to the post-combination period. Had this business
combination been cffected at T January 2006, the revenue of the Group would be $7,884,987 and & net profit before tax
of $4,213,112.

(i) (xher mtangble assets are disclosed in note 12,

{if) This balance represenis the consideration payable on crdinarv shares. The total consideration payable for
preference shares, acorued preference shares, ordinary shares and accrued interest is disclosed in note 15

31 Subseguent events

There has not been any matter or circumstance, other than that refarred 1o in the financial statements or notes thereta, that
has arisen since the end of the financial year, that has sigpifeantly affected, or may signficandy affect, the operations of the
consolidated entity, the results of those operations, or the state of affairs of the consolidated entify in future financial vears.
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32 Earnings per share

2066

Cents per share

2605

Cents per share

Bagic earnings per share

From continuing operations 50.01 %0.01
Total basic eamings per share $0.01 30.01
Diluted earnings per share

From continuing opegations 30.01 £0.01
Total dilnted earnings per share $0.01 $0.01

Basic earnings per share

share are as follows:

The eamings and weiphted average number of erdinary shares used in the calculation of basic eamings per

2606 2088

87000 $080
Wet profit 126 209
Orthar “ -
Earnings used in the calculation of basic P8 from continuing
operations 1216 208

|
20406 26805
No.*800 Na. 008

Weighied average nomber of ordinary shares for the purposes of
basic sarningy per share 21,288 20333

da
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3

Earnings per share (cont’d}

Diluted carnings per share
The eamings and weighted average number of ordinary shares used in the calculation of diluted samings
per share are as follows:
20066 2008
$7060 $°600
Net profit 126 209
Other - -
Earaings used in the calculation of diluted EPS from continuing
operations 126 209
2006 2005
No."066 No. 060
Weighted average number of ordinary shares for the puposes of
diluted earnings per share are as follows:
Weighted average number of ordinary shares used in the
ealculation of basic EP'S 21,289 20,333
Shares deemed to be issued for no consideration in respect of
Employee options 2,260 1,600
Rights issne options - G600
Convertible notes options - 457
Weighted average number of ordinary shares used in the
caleulation of diluted EPS 23,349 22 400

a)

b}

4

Related party disclosures
Equity intergsis in related partes

Equity interests in subsidiaries

Details of the percentage of ordinary shares held in subsidiaries are disclosed in note 11 to the financial statements,

Equity interests in associates and joint ventures
Details of the perceniage of ordinary shares held in subsidiaries are disclosed in note {1 0 the financial stafements.
ThinkSmart Limited held 50% of RentSmart Limited unti! the business was fully acquired or 1 Erecember 2006,

Key management personnel compensation
Details of key management personnel are disclosed in note 28 to the financial statements.

Transactions with related parties

Transactions with the parent company
During the year proceeds received from the exercise of emplovee options were lozned to RentSmart Tinit Trust for
working capital requirements.

Transactions invelving other related parties
During the year RentSmart Limited {UK) provided administrative and management services to Spanish and Freach
operations to the value of §715,783 on normal commercial terms and conditions.

Mr Montaretlo and Mr Penglis from the parent company board are members of the RentSmart Linuted (UK) board
and provide those services as representatives of the parent company during the period praceding and after the
business combination at o additional expense to the parent or RentSmart Limited.

i
£,
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Independent audit report to the members of
ThinkSmart Limited

Scope

The financial report and direciors’ responsibility

The financial report comprises the balance sheet, income statement, cash flow statement, statement of
changes in equity, 2 summary of significant accounting policies and other exaplanatory notes and the
directors’ declaration for both ThinkSmart Limited (the company) and the consolidated entity, for the
financial year ended 31 December 2006 as set out on pages 5 to 44, The consolidated entity cornprises
the company and the entities it contrelled at the year’s end or fom time to time during the financial
year.

The directors of the company are responsible for the preparation and true and fair presentation of the
financial report in accordance with Accounting Standards in Australia and the Corporations Act 2001,
This includes responsibility for the mainienance of adequate financial records and jnternal cortrols
that are designed to prevent and detect fraud and ervor, and for the accounting policies and accounting
estimates inherent (n the financial report.

Audit appronch

We have conducted an independent audit of the financial report in order to express an opinicn on it {o
the members of the company. Our audit has been conducted in accordance with Australian Auditing
Standards to provide reasonsble assurance whether the finencial report is free of material
misstaternent.  The nature of an audit is influenced by faciors such as the use of professional
judgement, selective testing, the inherem: limitations of interaal controls, and the availability of
persuasive 1ather than conclusive evidence. Therefore, an audit camnot guerantea that all material
misstafernants have been detepted,

We performed procedwres to form an opinion whether, in al! material respects, the financial report is
presented fairly in accordance with Accounting Standards in Austialia and the Corporations Act 2001
56 as o present a view which is consistent with our understanding of the company’s and the
congolidated entity’s financial position, and performance as represented by the results of their
operations, thelr changes in equity and their cash flows.

Qur procedures included examination, on a test basis, of evidence supporting the amounts and other
disclosures in the financial report, and the cvaluation of accounting policies and si gaificant accounting
estirnates nwde by the directers.

i s e
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Deloitte.

While we considered the effectivencss of management’s intemal conirols over financial reporting
when detennining the nature and extent of our procedures, our audit was not designed o provide
assurance on internal conérgls.

The aodit opinion expressed in this report has been formed on the above basis.

Aundit Opinien

in our epinion, the financial repont of ThinkSmart Limited is in accordance with the Corporations Act
2001, including:

{a} giving a true and fair view of the company’s and consolidated entity’s financial position as at
31 December 2006 and of their performance for the year ended on that date; and

{b) complying with Accounting Standards in Ausiralia and the Corporations Regulations 2001,

Lellelle ot Thmmnlon

BELOITTE TOUCHE TOHMATSU

A T Richards”
Partner

Chartered Accountants
Perth, 14 April 2007

L S ——






