
APPENDIX 4E

ANNUAL REPORT

THINKSMART LIMITED

ACN 092 319 698

YEAR ENDED 31 DECEMBER 2007

1 Details of the reporting period and the previous corresponding period

Current period: 1 January 2007 to 31 December 2007

Prior corresponding period: 1 January 2006 to 31 December 2006

2 Results for announcement to the market

Year Ended 31 

December 2007

Year Ended 31 

December 2006

Percentage 

increase on 

previous period

$ $

2.1 Operating income 36,354,265 15,677,257      132%

2.2 Profit after tax attributable to members of ThinkSmart Limited 738,066 126,183           485%

2.3 Profit after tax attributable to members of ThinkSmart Limited 738,066 126,183           485%

2.4 Dividends

No dividend is declared in the current year.

3 Consolidated balance sheet

Refer to the 2007 annual report.

4 Consolidated income statement

Refer to the 2007 annual report.

5 Consolidated cash flow statement

Refer to the 2007 annual report.

6 Dividend details

Not applicable as no dividend has been declared in 2007.

7 Dividend or distribution reinvestment plans

ThinkSmart Limited does not currently operate a dividend reinvestment plan.

8 Retained earnings

Year Ended 31 

December 2007

Year Ended 31 

December 2006

$ $

Balance at the beginning of the financial year (6,901,724) (6,406,835)

Option buy-back reserve written off to retainde earnings - (621,072)

Profit attributable to equity shareholders of ThinkSmart Limited 738,066 126,183

Total retained earnings (6,613,659) (6,901,724)

Key Information



9 Net tangible assets per security

Year Ended 31 

December 2007

Year Ended 31 

December 2006

$ $

Ordinary shares 0.05

10 Control gained or lost over entities on the financial year

Name of entities where control was gained in the financial year Date control gained

ThinkSmart Italy Srl 1 January 2007

ThinkSmart Inc 10 August 2007

Name of entities where lost was gained in the financial year Date control lost

None

11 Investment in Associates and Joint Ventures

ThinkSmart Limited does not have a percentage holding in any associates or joint venture entities.

12 Other information

Refer to the 2007 annual report.

13 Foreign entities

14 Commentary on results for the financial year

Refer to the 2007 annual report.

15 Audited report

This report is based on audited accounts.

16 Statement if financial report is not audited

Not applicable as the financial report is audited.

17 Statement if financial statement is audited

The financial report has been audited and is not subject to disputes or qualifications.

The above entities did not materially contribute to the reporting entity's profit from ordinary activities during the period they were 

controlled.

The consolidated financial report of the Group and the financial report of the Company comply with International Financial Reporting 

Standards (IFRSs) and interpretations adopted by the Internal Accounting Standards Board (IASB).  

ThinkSmart Limited was admitted to the official list on 1 June 2007, and therefore there is no figure for net tangible assets per 

security for the year ended 31 December 2006.
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22. Issued Capital (cont.) 

 

(b) Share Options (cont.) 

 

     

(iv) Halifax Bank of Scotland Option       

In 2006, 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. No Halifax Bank of Scotland options were issued and 

exercised in 2007. 

 

(v) Employee Options 

During the year, the board has made a resolution and authorised the subdivision of the shares from 22,245,913 fully paid 

ordinary shares in the Company to 88,983,652 fully paid ordinary shares. The share split was to ensure an appropriate 

capital structure at the time of the IPO. Consequently, the options are split in accordance with the share split. 

 

The following options were issued over ordinary fully paid shares: 

 

After the share split 

 840,000 options over ordinary shares were issued 5 January 2006 and exercisable at $0.4375, vesting and 

exercisable on 1 January 2008 exercisable until 31 December 2008. 

 1,400,000 options over ordinary shares were issued 5 January 2006 and exercisable at $0.625, vesting and 

exercisable on 1 January 2008 exercisable until 31 December 2010. 

 4,000,000 options over ordinary shares were issued 28 August 2006 and exercisable at $1.125, vesting and 

exercisable on 28 August  2007 exercisable until 27 August 2008 

 1,400,000 options over ordinary shares were issued 28 August 2006 and exercisable at $1.375, vesting and 

exercisable on 28 August 2008 exercisable until 27 August 2009. 

 1,400,000 options over ordinary shares were issued 28 August 2006 and exercisable at $1.625, vesting and 

exercisable on 28 August 2009 exercisable until 27 August 2010. 

 640,000 options over ordinary shares were issued 17 April 2007 and exercisable at $1.38, vesting and 

exercisable on 1January 2009 exercisable until 31 December 2011. 

 720,000 options over ordinary shares were issued 17 April 2007 and exercisable at $3.00, vesting and 

exercisable on 1January 2009 exercisable until 31 December 2011. 

 

Before the share split 

 210,000 options over ordinary shares were issued 5 January 2006 and exercisable at $1.75, vesting and 

exercisable on 1 January 2008 exercisable until 31 December 2008. 

 350,000 options over ordinary shares were issued 5 January 2006 and exercisable at $2.50, vesting and 

exercisable on 1 January 2008 exercisable until 31 December 2010. 

 1,000,000 options over ordinary shares were issued 28 August 2006 and exercisable at $4.50, vesting and 

exercisable on 28 August 2007 exercisable until 27 August 2008 

 350,000 options over ordinary shares were issued 28 August 2006 and exercisable at $5.50, vesting and 

exercisable on 28 August 2008 exercisable until 27 August 2009. 

 350,000 options over ordinary shares were issued 28 August 2006 and exercisable at $6.50, vesting and 

exercisable on 28 August 2009 exercisable until 27 August 2010. 

 160,000 options over ordinary shares were issued 17 April 2007 and exercisable at $5.50, vesting and 

exercisable on 1January 2009 exercisable until 31 December 2011. 

 180,000 options over ordinary shares were issued 17 April 2007 and exercisable at $12.00, vesting and 

exercisable on 1January 2009 exercisable until 31 December 2011. 

 

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 one ordinary share of ThinkSmart Limited on exercise. No amounts are paid or payable by the recipient of 

the options. The options carry neither rights or dividends nor voting rights. Options may be exercised at any time within the 

specified exercise period to the date of their expiry. 
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22. Issued Capital (cont.) 

 

(b) Share Options  

 

(v) Employee Options  

Below are options that were issued during the year: 

 

Options series issued in 

2007 Number 

Grant 

date 

Vesting 

date 

Expiry 

date 

Exercise price 

$ 

Fair value at 

grant date 

After the split   
 

   

(1) Employee options  640,000 17/04/2007 1/01/2009 31/12/2011 $1.38 $0.03 

(2) Employee options  720,000 17/04/2007 1/01/2009 31/12/2011 $3.00 $0.004 

       

Before the split       

(1) Employee options  160,000 17/04/2007 1/01/2009 31/12/2011 $5.50 $0.12 

(2) Employee options  180,000 17/04/2007 1/01/2009 31/12/2011 $12.00 $0.016 

 

Options series issued in 

2006 Number 

Grant 

date 

Vesting 

date 

Expiry 

date 

Exercise price 

$ 

Fair value at 

grant date 

(1) Employee options  210,000  05/01/2006 1/01/2008 31/12/2008 $1.75 $0.23 

(2) Employee options  350,000  05/01/2006 1/01/2008 31/12/2010 $2.50 $0.26 

(3) Executive options  1,000,000  28/08/2006 28/08/2007 27/08/2008 $4.50 $0.01 

(4) Executive options  350,000  28/08/2006 28/08/2008 27/08/2009 $5.50 $0.05 

(5) Executive options  350,000  28/08/2006 28/08/2009 27/08/2010 $6.50 $0.02 

 

The weighted average fair value of the share options granted during the financial year is $0.0162 (2006: After split $0.0175, 

2006: Before split $0.07). Options were priced using a binomial option pricing model. Where relevant, the expected useful 

life used in the model has been adjusted based on management‟s best estimate for the effects of non-transferability, exercise 

restrictions (including the probability of meeting market conditions attached to the option, where applicable), and 

behavioural considerations. Expected volatility is based on that observed for comparable listed companies over the time 

period appropriate to the option grant in question. 

 

 After Split Before Split 

  

(1) 

Employee 

options 

(2) 

Employee 

options 

(1) 

Employee 

options 

(2) 

Employee 

options 

Issued in 2007     

Fair value at grant date $0.03 $0.004 $0.12 $0.016 

Grant date share price $0.44 $0.44 $1.75 $1.75 

Exercise price $1.38 $3.00 $5.50 $12.00 

Expected volatility 43.0% 43.0% 43.0% 43.0% 

Option life (days) 1,237 1,237 1,237 1,237 

Dividend yield 0% 0% 0% 0% 

Risk-free interest rate 5.95% 5.95% 5.95% 5.95% 
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22. Issued Capital (cont.) 

 

(b) Share Options  

 

(v) Employee Options  

 

  

(1) 

Employee 

options 

(2) 

Employee 

options 

(3) 

Executive 

options 

(4) 

Executive 

options 

(5) 

Executive 

options 

Issued in 2006 
 

    

Fair value at grant date $0.23 $0.26 $0.01 $0.05 $0.02 

Grant date share price $1.75 $1.75 $1.75 $1.75 $1.75 

Exercise price $1.75 $2.50 $4.50 $5.50 $6.50 

Expected volatility 36.6% 41.4% 30.4% 34.5% 26.9% 

Option life (days) 1,089 1,817 728 1,092 1,456 

Dividend yield 0% 0% 0% 0% 0% 

Risk-free interest rate 5.18% 5.17% 5.84% 5.81% 5.87% 

 

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

end of the financial year: 

 

 2007 2006 

 

Number of 

options 

 

Weighted 

average 

exercise price 

$ 

Number of 

options 

 

Weighted 

average 

exercise price 

$ 

Balance at beginning of the financial year 2,260,000  $4.40 1,000,000  $1.75 

Restated opening balance as a result of share split 9,040,000  $1.10 1,000,000  $1.75 

Granted during the financial year 1,360,000 $2.24 2,260,000  $4.40 

Forfeited during the financial year (280,000) $0.63 -  - 

Exercised during the financial year - - (1,000,000) $1.75 

Expired during the financial year - - - - 

Balance at the end of financial year 10,120,000 $1.27 2,260,000  $4.40 

Exercisable at end of the financial year 4,000,000 - - - 

 

The options outstanding at 31 December 2007 have an exercise price in the range of $0.4375 to $3.00 and a weighted 

average contractual life of 1.81 years. 

 

No share options were exercised during the year (2006: 1,000,000). 

 

The following is the total expense recognised for the period arising from share-based payment transactions. 

 

 Consolidated Company 

 
2007 

$ 

2006 

$ 

2007 

$ 

2006 

$ 

Share options granted in 2006 – equity settled - 37,434 - 37,434 

Share option granted in 2007 – equity settled 54,709 - - - 

Total expense recognised as employee costs 54,709 37,434 - 37,434 
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22. Issued Capital (cont.) 

 

(c) Dividends 

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

 

 Consolidated Company 

 
2007 

$ 

2006 

$ 

2007 

$ 

2006 

$ 

23. Reserves     

Equity settled employee benefits reserve (i) 92,142 37,434 92,142 37,434 

Foreign currency translation reserve (ii) (563,299) (227,847) - - 

 (471,157) (190,413) 92,142 (37,434) 

 

(i) 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 options are 

exercised. Further information about the share-based payments is made in note 22(b)(v) to the financial 

statements. 

(ii) The translation reserve comprises all foreign currency differences arising from the translation of the financial 

statements of foreign operations as well as from the translation of liabilities that hedge the Company‟s net 

investment in a foreign subsidiary. 

 

24. Notes to the Cash Flow Statement     

(a) 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 items in the balance sheet as 

follows: 

 Reconciliation of cash and cash 

 equivalents 

     

Cash balance comprises:      

- cash and cash equivalents  5,059,229 2,756,194 525,962 - 

- overdraft  - 755,816 - - 

  5,059,229 2,000,378 525,962 - 

 

In 2006, the Group acquired control of the UK business. The cash payable of $7,746,121 to the third party arising from 

this transaction was paid in 2007. 

 

The Group‟s exposure to interest rate and sensitivity analysis of the financial assets and liabilities are discussed in note 30. 
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24. Notes to the Cash Flow Statement (cont.) 

 

 Consolidated Company 

 2007 

$ 

2006 

$ 

2007 

$ 

2006 

$ 

(b) Reconciliation of the profit /(loss) 

for the year to net cash flows from 

operating activities: 

     

Profit/(loss) after tax  738,066 126,183 2,897,651 (1,637,930) 

Depreciation  439,003 249,665 -  

Amortisation   1,132,307 199,570 - - 

(Profit)/loss on disposal of plant and 

equipment 

 

- 477 - - 

Provision for doubtful debts  265,704 105,386 - - 

Provision for employee entitlements  130,296 71,153 - - 

Equity settled share based payment  54,708 37,434 - 37,434 

Distribution income  - - (1,500,000)  

IPO cost recognised as financing 

activity 

 

4,195,856 - 4,195,856 - 

 

Unrealised foreign exchange 

(gain)/loss 

 

91,671 - - - 

Foreign exchange (gains)/losses – 

investment in RentSmart Limited 

 

- (285,719) - - 

Movement in loan dimunition  - - (5,259,676) 1,600,496 

(Increase) / decrease in assets:      

Trade receivables   (787,728) (449,661) (10,114) - 

Prepayments  (2,255,914) (454,574) (15,128)  

Deferred tax asset  (935,579) 560,901 (2,118,662) - 

Other Assets  (123,576) (44,691) 342,512 - 

Rental asset inventory  (36,248) 74,812 - - 

Increase / (decrease) in liabilities:      

Trade and other creditors  221,743 (181,399) 5,202 - 

Provision for income tax  2,070,123 60,454 1,556,566  

Deferred tax liability  (231,069) - 111,946  

Other payable  (66,692) 14,911 -  

Net cash from operating activities  4,902,671 84,902 206,153 - 
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24. Notes to the Cash Flow Statement (cont.) 

 

(c) Financing facilities      

Secured bank overdraft facility 

reviewed annually and payable at call: 

 

    

- amount used  - 755,816 - - 

- amount unused  1,383,273 728,752 - - 

  1,383,273 1,484,568 - - 

Hire purchase and/or leasing facilities:      

- amount used  99,720 96,948 - - 

- amount unused  242,098 201,884 - - 

  341,818 298,832 - - 

Secured bill acceptance facility:      

- amount used  - - - - 

- amount unused  950,000 1,011,510 - - 

  950,000 1,011,510 - - 

Interest rate swap facility:      

- amount used  - - - - 

- amount unused  200,000 200,000 - - 

  200,000 200,000 - - 

      

Other finance facilities (business credit 

card, payroll facility, term loan, multi-

option facility): 

     

- amount used  2,131,891 3,464,064 - - 

- amount unused  853,000 500,000 - - 

  2,984,891 3,964,064 - - 

 Total Financing Facility  5,859,982 6,958,974 - - 

 

The total financing facility of $5,859,982 identified above is reviewed annually and secured over the assets of the 

group. 

      

(d)   Non-cash financing transactions      

The consolidated entity entered into no non-cash finance transactions during the period (2006: Nil). 

      



THINKSMART LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 
 

 60 

 

25. Leases and Hire Purchase  Obligations 

 Finance Leases – Leasing Arrangements 

Finance leases relate to computer equipment with lease terms of between 3 to 5 years. The consolidated entity has 

options to purchase the equipment for a nominal amount at the conclusion of the lease agreements. 

   Consolidated 

Finance lease liabilities  

Note Future 

minimum 

lease 

payments 

 

$ 

Interest 

$ 

Present 

value of 

minimum 

lease 

payments 

$ 

31 December 2007 
     

No later than 1 year 
  74,185 7,504 66,681 

Later than 1 year and not later than 5 

years 

 
 37,060 

4,021 33,039 

More than 5 years 
  - - - 

 
  111,245 11,525 99,720 

 
     

31 December 2006 
     

No later than 1 year 
  46,616 4,718 41,898 

Later than 1 year and not later than 5 

years 

 
 60,781 

5,731 55,050 

More than 5 years 
  - - - 

 
  107,397 10,449 96,948 

 

The carrying amounts recorded in the financial statements approximate their aggregate net fair values. 

 

The Company has no finance lease liabilities. 

 Operating Leases – Leasing Arrangements 

Operating leases relate to office facilities with lease terms of between 1 and 6 years. All operating lease contracts 

contain market review clauses in the event that the consolidated entity exercises its option to renew. The 

consolidated entity does not have an option to purchase the leased asset at the expiry of the lease period. 

  Consolidated Company 

  2007 

$ 

2006 

$ 

2007 

$ 

2005 

$ 

Non-cancellable operating lease 

payments: 

     

No later than 1 year  771,353 563,112 - - 

Later than 1 year and not later than 5 

years 

 4,059,887 - - - 

Later than 5 years  - - - - 

  4,831,240 563,112 - - 

 

No provisions have been recognised in respect of non-cancellable operating leases. 
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26. Segment Information 

 The consolidated entity operates predominantly in one industry being the arranging of rental finance for office equipment, and in two geographical areas, Australia and Europe. 

 

Primary Segment Reporting

Geographical segments 2007 2006 2007 2006 2007 2006 2007 2006

Total external revenues 20,108,230 4,209,336 16,246,035 11,467,921 - - 36,354,265 15,677,257 

Intersegment revenue - - 48,311 50,317 (48,311) (50,317) - - 

Total segment revenue 20,108,230 4,209,336 16,294,346 11,518,238 (48,311) (50,317) 36,354,265 15,677,257 

Segment results 4,802,664 287,627 8,648,903 512,157 (5,307,827) 1,600,496 8,143,740 2,400,280 

Unallocated expenses (63,258) - (2,011,556) (1,582,836) 48,151 - (2,026,663) (1,582,836)

4,739,406 287,627 6,637,347 (1,070,679) (5,259,676) 1,600,496 6,117,077 817,444 

Capital raising cost (4,195,856) - 

Income tax expense (1,183,155) (691,261)

Profit for the period 738,066                 126,183                    

Segment assets 17,617,608 14,112,434 6,745,821 6,586,340 24,363,428 20,698,774 

Unallocated assets 2,666,685 1,651,450 

Total assets 27,030,114            22,350,224               

Segment liabilities 6,315,869 13,724,952 1,339,484 4,171,604 7,655,353 17,896,556 

Unallocated liabilities 3,767,377 1,703,412 

Total liabilities 11,422,730            19,599,968               

Capital expenditure 41,140                 193,061                95,417                 105,402                  136,557                 298,463                    

Depreciation 263,605               25,563                  175,397               224,102                  439,002                 249,665                    

Amortisation of intangible assets 968,858               136,615                163,448               62,955                    1,132,307              199,570                    

Europe Australasia Elimination Consolidated

 
 

 

The secondary segment reporting is business segment. As the Group only operates in one business segment, the Group‟s consolidated primary segment report reflects the business 

segment report. 
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The Group‟s auditors are KPMG in 2007 and Deloittes in 2006. 

 

28. Commitments and Contingent Liabilities  

 

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

 

29.    Contingent Inertia Assets  

 

Under the Group‟s accounting policy (note 3(o)), inertia revenue is not recognised until the conclusion of the initial rental 

period. At this point, the Group is entitled to acquire the equipment from the funders at a nominal value, and the equipment 

can be disposed of, or continue to be rented to third parties. 

 

The Group does not have control over these future revenue streams and accordingly the revenue is not brought to account 

until it is received. 

 

A conservative estimate of its realisable value has been made by estimating expected sales proceeds through the least 

profitable sales channel and public auction. The after-tax cash flows, calculated from rental contracts in existence at 31 

December 2007, are discounted using appropriate risk factors. The estimated value of future cash flows is $10,047,975(2006: 

$4,304,581), representing the undiscounted pre-tax value of assets as determined by reference to auction sales history)  

 

At 1 December 2006, the Group acquired RentSmart Limited. Inertia income of $4,803,652 was recognised as an intangible 

asset as part of the business combination. At 31 December 2007, this asset is carried at amortised cost of $3,466,695. This 

inertia intangible is not included in the contingent asset disclosed above. 

 

 Consolidated Company 

 2007 2006   2007 2006 

 $ $ $ $ 

     

27.    Remuneration of auditors     

Audit services:     

Auditors of the Company:     

Audit and review of financial reports 

(Australia) 

195,189 114,166 56,469 - 

Audit and review of financial reports 

(Overseas) 

80,462 26,519 - - 

 275,651 140,685 56,469 - 

     

Services other than statutory audit:     

Other assurance services     

Tax 18,132 20,615 - - 

Investigating Accountants Report for 

IPO (Australia) 

577,402 - 577,402 - 

Other services 3,527 - 1,425 - 

 599,061 20,615 578,827 - 
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30. Financial Instruments 

 

30 (a) Interest rate risk  

Profile 

At the reporting date, the interest rate profile of the Company‟s and the Group‟s interest-bearing financial instrument were: 

 

  Consolidated Company 

 
 

Carrying amount Carrying amount 

 

Note 

2007 

$ 

2006 

$ 

2007 

$ 

2006 

$ 

Fixed rate instruments 
     

Cash and cash equivalent 
 1,086,778 - - - 

Financial asset 
 1,086,778 - - - 

 
     

Hire purchase and finance lease liability 
 99,720 96,948 - - 

Financial liability 
 99,720 96,948 - - 

 
     

Variable rate instruments 
     

Cash and cash equivalent 
 3,972,451 2,756,194 525,962 - 

Financial asset 
 3,972,451 2,756,194 525,962 - 

 
     

Bank overdraft 
 - 755,816 - - 

Term loan 
 2,039,891 3,464,064 - - 

Other payable 
 - 7,746,121 - - 

Financial liability 
 2,039,891 11,966,001 - - 
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30 (a) Interest rate risk  

Sensitivity analysis 

 

Fixed rate instruments 

The Group has cash on term deposits, which reprices every 30 days. 

  

Variable rate instruments 

The movements in profit are due to higher/lower interest costs from variable rate debt and cash balances. The Group does 

not have derivative instruments, therefore a change in interest rates at the reporting date would not affect equity. 

 

A change in 1% in interest rates would have increased or decreased the Group‟s profit by $10,871 (2006: $6,389) and the 

Company‟s profit by $1,787 (2006: nil). 

 

30 (b) Fair value of financial instruments 

The carrying amounts of financial assets and financial liabilities recorded in the financial statements approximate their 

aggregate net fair values. 

 

30 (c) Credit risk management 

Exposure to credit risk 

The carrying amount of the Group‟s financial assets represents the maximum credit exposure. The Group‟s maximum credit 

exposure to credit risk at reporting date was: 

 

  Consolidated Company 

 

Note 

2007 

$ 

2006 

$ 

2007 

$ 

2006 

$ 

Cash and cash equivalent  5,059,229 2,000,378 525,962 - 

Trade receivables 8 1,843,253 1,040,079 - - 

Sundry debtors 8 143,907 159,353   

Deals awaiting settlement 11 155,441 45,431 - - 

Loan receivables from related party 14 - - 18,166,772 3,961,658 

 
 7,201,830 3,245,241 18,692,734 3,961,658 
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30 (c) Credit risk management 

Impairment losses 

None of the Company‟s receivables are past due (2006: nil).  

 

The ageing of the Group‟s trade receivables at the reporting date was: 

 

 

 

Gross 

2007 

$ 

Impairment 

2007 

$ 

Gross 

2006 

$ 

Impairment 

2006 

$ 

Not past due 
 1,086,982 - 863,824 - 

Past due 0-30 days 
 153,857 42,074 134,499 - 

Past due 31-120 days 
 238,606 98,704 13,713 - 

Past due 120-365 days 
 289,522 52,464 10,000 - 

More than 1 year 
 74,287 72,463 18,043 - 

 
 1,843,253 265,704 1,040,079 - 

 

The movement in the allowance for impairment in respect of trade receivables during the year was as follows: 

 

 

 

  2007 

$ 

2006 

$ 

Balance at 1 January 
   - - 

Impairment loss recognised 
   265,704 - 

Balance at 31 December 
   265,704 - 

 

Trade receivables are reviewed and considered for impairment on a periodical basis, based on the number of days 

outstanding and number of payments in arrears. 74% (2006:60%) of the balance, which includes amounts owed by the 

Company‟s most significant customer, relates to customers that have a good credit history with the Company. 

 

30 (d) Currency risk management 

Exposure to currency risk 

The Group‟s exposure to foreign currency risk at balance date was as follows, based on notional amounts: 

 

 31 December 2007 

In AUD GBP EUR NZD 

Cash and cash equivalent 790,853 747,708 65,278 

Trade and other receivables 442,343 493,804 53,132 

Deals awaiting settlement - - - 

Trade and other payables (2,196,874) (807,672) (45,976) 

Term loans (2,039,891) - - 

Product plan (non-current) - - - 

Gross exposure (3,003,569) (433,840) 72,434 
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 31 December 2006 

 GBP EUR 

Cash and cash equivalent 2,438 683,073 

Trade receivables 139,384 306,954 

Deals awaiting settlement - - 

Trade payables (2,886,071) (1,254,443) 

Term loans - - 

Product plan (non-current) - - 

Gross exposure (2,744,249) (264,416) 

 

The Company‟s foreign currency risk is nil as it is only exposed to the Australian dollar. 

 

The following significant exchange rates applied during the year: 

 

 Average rate Reporting date spot rate 

AUD 2007 2006 2007 2006 

EUR 0.6113 0.5999 0.5980 0.6012 

GBP 0.4204 0.4090 0.4412 0.4030 

 

Sensitivity analysis 

A 10% strengthening of the Australian dollar against the following currencies at 31 December would have increased 

(decreased) equity and profit and loss by the amounts shown below. This analysis assumes that all other variables, in 

particular interest rates, remain constant. The analysis is performed on the same basis for 2006: 

 

  Consolidated Company 

 

 

Equity 

$ 

Profit or loss 

$ 

Equity 

$ 

Profit or loss 

$ 

31 December 2007 
     

EUR 
 (10,128) (42,605) - - 

GBP 
 (154,241) (403,252) - - 

 
     

31 December 2006 
     

EUR 
 (33,686) (16,504) - - 

GBP 
 (164,509) (9,644) - - 

 

A 10% weakening of the Australian dollar against the above currencies at 31 December would have had equal but opposite 

effect on the above currencies to the amounts shown above, on the basis that all other variables remain constant. 
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30 (e) Liquidity risk management 

The following are the contractual maturities of financial liabilities, including estimated interest payments and excluding the 

impact of netting agreements: 

 

Consolidated 
Carrying 

Amount 

Contractual 

cash flow 

Less than 1 

year 

1-2 years 2-5 years 

31 December 2007 
     

Trade and other payables 5,156,154 (5,156,154) (5,156,154) - - 

Term loans 2,039,891 (2,039,891) (2,039,891) - - 

Hire purchase and lease liabilities 99,720 (99,720) (66,681) (28,558) (4,481) 

Product plan (non-current) 104,976 (104,976) - (104,976) - 

 7,400,741 (7,400,741) (7,262,726) (133,534) (4,481) 

      

31 December 2006      

Trade and other payables 5,312,712 (5,312,712) (5,312,712) - - 

Bank overdraft 755,816 (755,816) (755,816) - - 

Term loans 3,464,064 (3,464,064) (3,464,064) - - 

Hire purchase and lease liabilities 96,948 (96,948) (41,898) (27,252) (27,525) 

Product plan (non-current) 171,668 (171,668) - (171,668) - 

Other payable 7,746,121 (7,746,121) - - - 

 17,547,329 (17,547,329) (9,574,490) (198,920) (27,252) 

 

Company 
Carrying 

Amount 

Contractual 

cash flow 

Less than 1 

year 

1-2 years 2-5 years 

31 December 2007 
     

Trade and other payables 5,213 (5,213) (5,213) - - 

      

31 December 2006      

Trade and other payables 11 (11) (11) - - 
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31 Business Combination    

 

RentSmart Limited‟s core business, operating in the UK, provides rental finance facilities through a network of retail 

outlets. Since inception RentSmart Limited has operated as a 50/50 joint venture with Halifax Bank of Scotland. 

ThinkSmart Europe Limited has accounted for the investment under the equity accounting method. An offer to purchase the 

50% share owned by Halifax Bank of Scotland was made during 2006. The conditions precedents to the sale were satisfied 

on 1 December 2006 whereupon the sale became unconditional and final settlement occurred on the 20 June 2007. 

  

The initial accounting for the acquisition of RentSmart Limited (UK) was provisionally determined at 31 December 2006 

and has been finalised in the current year (refer to note 4(a)). The cost of the acquisition of £3,066,000 principally 

comprised of cash consideration of £2,950,000 plus interest accrued cumulatively at a rate of 2% above the Halifax Bank of 

Scotland base rate from the date of signing of the initial share purchase agreement until 1 December 2006. Identifiable 

intangible assets recognised on acquisition are “inertia” and “distribution networks”: $4,803,652 has been attributable to the 

expected income stream (“inertia”) from unguaranteed residual interest in equipment on unexpired rental contracts in 

existence at 1 December 2006 using appropriate risk based discount factors; $677,677 has been recognised as the value of 

the distribution network from which the company originates rental contracts.  

 

The book and market value of RentSmart Limited at acquisition date is as follows (in $Australian): 

 

 Book Value Fair Value Fair Value on 

 1/12/06 Adjustments Acquisition 

  A$   A$   A$  

Current assets    

Cash and cash equivalents                  2,499  -                   2,499  

Trade and other receivables            4,065,368  -             4,065,368  

Inventories                  4,338  -                   4,338  

Total current assets            4,072,206                       -                4,072,206  

    

Non current assets    

Plant & equipment              462,639  -                462,639  

Intangibles – other (i)                  8,090  -                   8,090  

Intangibles – inertia income (i)                       -             4,803,652              4,803,652  

Intangibles – distribution network (i)                       -                677,677                 677,677  

Deferred tax assets            1,037,246  -             1,037,246  

Total non current assets            1,507,975           5,481,328              6,989,303  

TOTAL ASSETS            5,580,180           5,481,328            11,061,509  

    

Current liabilities    

Trade and other payables (3,938,353)  -            (3,938,353)  

Borrowings             (777,378) -               (777,378)  

Total current liabilities           (4,715,732)                        -             (4,715,732) 

    

Non-current liabilities    

Borrowings           (2,858,424)                       -               (2,858,424)  

Deferred tax liability                       -            (1,644,398)             (1,644,398)  

Total non-current liabilities           (2,858,424)         (1,644,398)            (4,502,822) 

TOTAL LIABILITIES           (7,574,155)         (1,644,398)            (9,218,554) 

NET (LIABILITIES)/ASSETS           (1,993,975)          3,836,930              1,842,955  

    

Goodwill on acquisition   6,042,395  

Consideration paid (ii)               7,885,350 

Cash acquired   (2,499) 

Net cash outflow   7,882,851 
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31 Business Combination  (cont.)  

 

Included in the net profit of the period is $177,468 attributable to the post-combination period. Had this business 

combination been affected at 1 January 2006, the revenue of the Group would be $26,601,000 and a net profit before tax of 

$293,000. In determining these amounts, management has assumed that the fair value adjustments that arose on acquisition 

date would have been the same if the acquisition occurred on 1 January 2006. 

 

32 Subsequent events 

 

There has not been any matter or circumstance, other than that referred to in the financial statements or notes thereto, that 

has arisen since the end of the financial year, that has significantly affected, or may significantly affect, the operations of the 

consolidated entity, the results of those operations, or the state of affairs of the consolidated entity in future financial years. 

 

33 Earnings per share 

 

  2007 

Cents per share 

2006 

Cents per share 

Basic earnings per share    

From continuing operations  0.80 0.15 

From continuing operations before 

listing cost 
 

4.42 0.15 

    

Diluted earnings per share    

From continuing operations  0.73 0.13 

From continuing operations before 

listing cost 
 

4.02 0.13 

    

Basic earnings per share    

The earnings and weighted average number of ordinary shares used in the calculation of basic earnings per 

share are as follows: 

  2007 2006 

  $ $ 

Profit/(Loss) after tax  738,066 126,183 

Other  - - 

Earnings used in the calculation of basic EPS from continuing 

operations 738,066 126,183 

Tax effected listing cost 3,352,489 - 

Earnings before listing cost used in the calculation of basic EPS 

from continuing operations 4,090,555 126,183 

   

 2007 2006 

 No. No. 

Weighted average number of ordinary shares for the purposes of 

basic earnings per share 92,472,024 86,310,137 
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33 Earnings per share (cont.) 

 

Diluted earnings per share 

The earnings and weighted average number of ordinary shares used in the calculation of diluted earnings 

per share are as follows: 

 2007 2006 

 $ $ 

Profit/(Loss) after tax 738,066 126,183 

Other - - 

Earnings used in the calculation of diluted EPS from continuing 

operations 738,066 126,183 

Tax effected listing cost 3,352,489 - 

Earnings before listing cost used in the calculation of basic EPS 

from continuing operations 4,090,555 126,183 

   

 2007 2006 

 No. No. 

Weighted average number of ordinary shares for the purposes of 

diluted earnings per share are as follows:   

Weighted average number of ordinary shares used in the 

calculation of basic EPS 92,472,024 86,310,137 

   

Shares deemed to be issued for no consideration in respect of:    

Employee options 9,237,473 6,913,187 

Rights issue options - 185,969 

Convertible notes options - 124,806 

   

Weighted average number of ordinary shares used in the 

calculation of diluted EPS 101,709,497 93,534,099 

 

 

34 Related party disclosures 

 

The following were key management personnel (“KMP”) of the group are any time during the reporting period and unless 

otherwise indicated were key management personnel for the entire period: 

 

Non-Executive Directors 

P Mansell (Chairman) – Appointed 12 April 2007 (as Non-Executive Director), appointed 7 May 2007 (as Chairman) 

S Penglis 

D Griffiths 

C McDonald – Resigned 11 April 2007 

 

Executive Directors 

N Montarello (Managing Director and Chief Executive Officer) 

 

Executives 

N Barker (Group Chief Financial Officer, ThinkSmart Ltd) 

M Radotic (General Manager Sales and Operations, RentSmart Unit Trust) 

G Varma (Group Chief Information Officer, ThinkSmart Ltd) 

G Parry (Managing Director, ThinkSmart Europe Ltd) 

J Rozenbroek (Chief Financial Officer, ThinkSmart Europe Ltd) 
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34 Related party disclosures (cont.) 

 

The KMP compensation included „employee benefits expense‟ in note 6(b) is as follows: 

 

 Consolidated Company 

 2007 

$ 

2006 

$ 

2007 

$ 

2006 

$ 

 
    

Short-term employee benefits 1,972,733 1,303,318 - - 

Post-employment benefits 147,659 105,848 - - 

Other long-term employee benefits - - - - 

Termination benefits - - - - 

Share-based payment 34,367 17,759 - - 

 2,154,758 1,426,925 - - 

 

The KMP receive no compensation in relation to management of the Company (2006: nil). The compensation disclosed 

above represents an allocation of the KMP‟s estimated compensation from the Group in relation to their services rendered by 

the Company. 

 

Individual directors and executives compensation disclosures 

Information regarding individual directors and executives compensation and some equity instruments disclosures as 

permitted by Corporations Regulations 2M.3.03 and 2M.6.04 are provided in the Remuneration Report section of the 

Directors‟ report on pages 5 to 13. 

 

Apart from the details disclosed in this note, no director has entered into a material contract with the Group since the end of 

the previous financial year and there were no material contracts involving directors‟ interests existing at year-end. 

 

Loans to KMP and their related parties 

There has been no loan provided to KMP and their related parties as at 31 December 2007 (2006: nil). 

 

Other KMP transactions 

During the year and previous year, there has been no transaction with entities in which the KMP has significant influence 

over those entities‟ financial or operating policies. 
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34 Related party disclosures (cont) 

 

Options and rights over equity instruments 

The movement during the reporting period in the number of options over ordinary shares in ThinkSmart Ltd held, directly, indirectly or beneficially, by each key management 

person, including their related parties, is as follows: 

 

Employee Option  

 
Held at 1 

January 2007

Granted as 

compensation Exercised

Held before share 

split on 10/7/07*

Held after share 

split on 10/7/07*

Held at 31 

December 2007

Vested during 

the year

Vested and exercisable at 31 

December 2007

Directors

P Mansell -                    -                          -                  -                       -                        -                          -                    -                                                 

S Penglis -                    -                          -                  -                       -                        -                          -                    -                                                 

D Griffiths -                    -                          -                  -                       -                        -                          -                    -                                                 

N Montarello 1,700,000         -                          -                  1,700,000             6,800,000              6,800,000                4,000,000          4,000,000                                       

Executives

N Barker 70,000              70,000                    -                  140,000                560,000                 560,000                   -                    -                                                 

M Radotic -                    70,000                    -                  70,000                  280,000                 280,000                   -                    -                                                 

G Varma 140,000            -                          -                  140,000                560,000                 560,000                   -                    -                                                 

G Parry -                    70,000                    -                  70,000                  280,000                 280,000                   -                    -                                                 

J Rozenbroek -                    70,000                    -                  70,000                  280,000                 280,000                   -                    -                                                 

Held at 1 

January 2006

Granted as 

compensation Exercised Other changes

Held at 31 

December 2006

Vested during the 

year

Vested and 

exercisable at 31 

December 2006

Directors

P Mansell -                    -                          -                  -                       -                        -                          -                    

S Penglis -                    -                          -                  -                       -                        -                          -                    

D Griffiths -                    -                          -                  -                       -                        -                          -                    

N Montarello 1,000,000         1,700,000                (1,000,000)    -                       1,700,000              1,000,000                1,000,000          

Executives

N Barker -                    70,000                    -                  -                       70,000                   -                          -                    

M Radotic -                    -                          -                  -                       -                        -                          -                    

G Varma -                    140,000                  -                  -                       140,000                 -                          -                    

G Parry -                    -                          -                  -                       -                        -                          -                    

J Rozenbroek -                    -                          -                  -                       -                        -                          -                    
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* During the year, the board passed a resolution and authorised the subdivision of the shares from 22,245,913 fully paid ordinary shares in the Company to 88,983,652 fully paid 

ordinary shares. The share split was to ensure an appropriate capital structure at the time of the IPO. Consequently, the options are split in accordance to the share split. Refer to 

note 20(b)(v) for further explanation. 

 

No options held by key management personnel are vested but not exercisable at 31 December 2006 and 2007. 

 

No options were held by key management person related parties. 

 

Rights Issue Options  

 

  
Held at 1 

January 2006 

Granted as 

compensation Exercised Other changes 

Held at 31 

December 2006 

Vested during 

the year 

Vested and 

exercisable at 

31 December 

2007 

Directors        

P Mansell 8,572 - 8,572 - - - - 

S Penglis 33,000 - 33,000 - - - - 

D Griffiths 35,560 - 35,560 - - - - 

N Montarello 380,871 - 380,871 - - - - 

C MacDonald - - - - - - - 

        

Executives        

N Barker - - - - - - - 

M Radotic - - - - - - - 

G Varma - - - - - - - 

G Parry - - - - - - - 

J Rozenbroek - - - - - - - 

 

Refer to note 22(b)(i) for details on rights issue options. 

 

No rights issue options were held by key management personnel in 2007. 
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Convertible Note Options 

 

  
Held at 1 

January 2006 

Granted as 

compensation Exercised Other changes 

Held at 31 

December 2006 

Vested during 

the year 

Vested and 

exercisable at 

31 December 

2007 

Directors        

P Mansell 133,333 - 133,333 - - - - 

S Penglis - - - - - - - 

D Griffiths - - - - - - - 

N Montarello - - - - - - - 

C MacDonald - - - - - - - 

        

Executives        

N Barker - - - - - - - 

M Radotic - - - - - - - 

G Varma - - - - - - - 

G Parry - - - - - - - 

J Rozenbroek - - - - - - - 

 

Refer to note 22(b)(ii) for details on convertible note options. 

 

No rights convertible note options were held by key management person in 2007. 
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Movement in shares 

The movement during the reporting period in the number of ordinary shares in ThinkSmart Ltd held, directly, indirectly or 

beneficially, by each key management person, including their related parties, is as follows: 

 

After share split 

Held at 10 July 

2007 Purchases Sales 

Received on 

exercise of options 

Held at 31 

December 2007* 

Directors      

P Mansell 1,288,192 - - - 1,288,192 

S Penglis 1,314,000 - - - 1,314,000 

D Griffiths 1,951,148 - 487,788 - 1,463,360 

N Montarello 34,742,732 - 21,000,000 - 13,742,732 

C MacDonald - - - - - 

      

Executives      

N Barker - 22,999 - - 22,999 

M Radotic - 35,000 - - 35,000 

G Varma - 25,000 - - 25,000 

G Parry - 25,357 - - 25,357 

J Rozenbroek - 26,400 - - 26,400 

      

Before share split 

Held at 1 

January 2007 Purchases Sales 

Received on 

exercise of options 

Held at 9 July 

2007 

Directors      

P Mansell 533,810 250,000 461,762 - 322,048 

S Penglis 578,500 - 250,000 - 328,500 

D Griffiths 487,787 - - - 487,787 

N Montarello 8,685,683 - - - 8,685,683 

C MacDonald - - - - - 

      

Executives      

N Barker - - - - - 

M Radotic - - - - - 

G Varma - - - - - 

G Parry - - - - - 

J Rozenbroek - - - - - 

      

 

 
Held at 1 

January 2006 Purchases Sales 

Received on 

exercise of options 

Held at 31 

December 2006 

Directors      

P Mansell 391,905 - - 141,905 533,810 

S Penglis 545,500 - - 33,000 578,500 

D Griffiths 452,227 - - 35,560 487,787 

N Montarello 7,304,812 - - 1,380,871 8,685,683 

C MacDonald - - - - - 

      

Executives      

N Barker - - - - - 

M Radotic - - - - - 

G Varma - - - - - 

G Parry - - - - - 

J Rozenbroek - - - - - 
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* The following shares are subject to voluntary escrow until release of ThinkSmart Limited financial results for the year 

ended 31 December 2008: 

 

 
Held at  

31 December 2007 

Directors  

P Mansell 1,000,000 

S Penglis 657,000 

D Griffiths 975.572 

N Montarello 13,742,732 

 

No shares were granted to key management personnel during the reporting period as compensation in 2006 or 2007.  

 

No shares were held by related parties of key management personnel. 

 

Parent 
The parent entity of the Group is ThinkSmart Limited. 

 

Subsidiaries 

Transactions between ThinkSmart Limited and its subsidiaries, and amongst the various subsidiaries, consists of the payment 

and receipt of royalty fee, investment in subsidiaries, management fee and transfer of funds amongst the companies for day 

to day financing and intercompany loans.  

 

Details of related party transactions, balances and amounts are set out below: 

 

 Company 

 2007 

$ 

2006 

$ 

   

Investments in controlled entities 78,359 23,538 

Amount owed by ThinkSmart Europe Ltd 7,733,466 - 

Amount owed by RentSmart Unit Trust 9,854,946 9,197,796 

Provision for dimunition of RentSmart Unit Trust loan - (5,259,676) 

 17,666,771 3,961,658 

 

Amounts receivable and payable by the parent entity from and to subsidiaries are unsecured, interest free and are repayable 

on demand in cash. 

 

The receivable from ThinkSmart Europe Ltd relates to funding for the acquisition of the remaining interest of RentSmart Ltd 

in UK in 2006. The receivable from RentSmart Unit Trust relates to the funding to repay external borrowings. Provision for 

dimunition of RentSmart Unit Trust‟s loan has been reversed in 2007 as the loan is no longer considered impaired.  

 

Other related parties 

KMP related parties 

For details of these transactions, refer to KMP related disclosures. 

 

 

 

 



  

Independent auditor’s report to the members of ThinkSmart Limited 

Report on the financial report  
We have audited the accompanying financial report of ThinkSmart Limited (the Company), which 
comprises the consolidated balance sheets as at 31 December 2007, and the income statements, 
statements of changes in equity and cash flow statements for the year ended on that date, a description of 
significant accounting policies and other explanatory notes 1 to 34 and the directors’ declaration of the 
Group comprising the company and the entities it controlled at the year’s end or from time to time 
during the financial year. 

Directors’ responsibility for the financial report  

The directors of the company are responsible for the preparation and fair presentation of the financial 
report in accordance with Australian Accounting Standards (including the Australian Accounting 
Interpretations) and the Corporations Act 2001. This responsibility includes establishing and 
maintaining internal control relevant to the preparation and fair presentation of the financial report that 
is free from material misstatement, whether due to fraud or error; selecting and applying appropriate 
accounting policies; and making accounting estimates that are reasonable in the circumstances.  

Auditor’s responsibility 

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our 
audit in accordance with Australian Auditing Standards. These Auditing Standards require that we 
comply with relevant ethical requirements relating to audit engagements and plan and perform the audit 
to obtain reasonable assurance whether the financial report is free from material misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial report. The procedures selected depend on the auditor’s judgement, including the 
assessment of the risks of material misstatement of the financial report, whether due to fraud or error. In 
making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial report in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of accounting estimates made by the directors, as well as evaluating the overall 
presentation of the financial report.  

We performed the procedures to assess whether in all material respects the financial report presents 
fairly, in accordance with the Corporations Act 2001 and Australian Accounting Standards (including 
the Australian Accounting Interpretations), a view which is consistent with our understanding of the 
Company’s and the Group’s financial position and of their performance. 

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

 

 
KPMG, an Australian partnership, is part of the KPMG International 
network.  KPMG International is a Swiss cooperative.



 

Auditor’s opinion 

In our opinion: 

(a)  the financial report of ThinkSmart Limited is in accordance with the Corporations Act 2001, 
including:   

(i) giving a true and fair view of the Company’s and the Group’s financial position as at 31 
December 2007 and of their performance for the year ended on that date; and  

(ii) complying with Australian Accounting Standards (including the Australian Accounting 
Interpretations) and the Corporations Regulations 2001. 

(b)  the financial report of the Group also complies with International Financial Reporting Standards 
as disclosed in note 2. 

 

KPMG 

 

D P McComish 
Partner 

Perth 
Dated: 25 February 2008 

 


