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The Board of Directors of Swick Mining Services is committed to delivering the highest possible standards of 
corporate governance.  The Board has adopted a set of corporate governance policies consistent with the second 
edition of “Corporate Governance Principles and Recommendations” released by the ASX Corporate Governance 
Council in 2007, to the extent that such recommendations are consistent with the structure and objectives of the 
Company.  A summary of the Company’s corporate governance policies is set out below. 

Board Charter 

The Board is ultimately responsible for the performance of the Company on behalf of its shareholders.  The 

performance of the Company is driven by the strategies developed and implemented by its Management.  The Board 

provides guidance to Management with respect to strategy development and reviews the effectiveness of 

Management in delivering upon those strategies, as well as the resultant outcomes of those strategies.  The Board 

also ensures that sufficient control and accountability systems are in place to accurately measure and report upon the 

performance of the Company. 

The key responsibilities of the Board include: 

� appointing (and if necessary removing) the Managing Director, Finance Director and Company Secretary; 

� ratifying the appointment of other senior Management positions; 

� providing input into and final approval of Management’s development of objectives and strategies; 

� ensuring appropriate resources are available to Management to implement the strategies; 

� monitoring the performance of Management in implementing strategy against stated objectives; 

� approving budgets at the commencement of each financial year and monitoring the Company’s 

performance against those budgets; 

� approving and monitoring the progress of material investments, capital expenditures, acquisitions, 

divestments and funding activities; 

� monitoring the risk management and internal control systems and policies put in place and determining 

their adequacy; and 

� monitoring the integrity of the Company’s financial reporting. 

Management Charter 

Management is responsible for implementing the Company’s strategies and managing the operations of the 

Company on a day-to-day basis.  The specific functions of Management include: 

� developing the Company’s objectives and strategies for Board approval; 

� developing and coordinating action plans to guide the implementation of the Company’s strategies; 

� developing budgets at the commencement of each financial year for approval by the Board; 

� monitoring the performance of the Company against its objectives and taking remedial action as required to 

rectify any areas of non-performance; 

� developing and implementing risk management and internal control systems and policies; and 

� ensuring the integrity of the Company’s financial reporting. 
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Procedures for Recruitment & Appointment of Directors 

The Board shall at all times endeavour to maintain an effective composition, size and commitment to adequately 

discharge its responsibilities and duties.  The Board will endeavour to maintain an appropriate mix of skills and 

experience relevant to the operations of the Company. 

The Board has chosen not to establish a nomination committee for the recruitment and appointment of new 

Directors.  Instead, where the Board believes there is a need to appoint another Director, the full Board will be 

responsible for the process.  The Chairman regularly reviews the composition of the Board to ensure that the Board 

continues to have the mix of skills and experience appropriate to the Company. 

New Board appointments are approved and ratified by the Board and are made pursuant to the rules of the 

Company’s constitution.  Newly appointed Directors are required to stand for re-election by shareholders at the next 

general meeting of the Company.  Incumbent Board members are required to stand for re-election as set out in the 

Company’s constitution. 

Board Structure 

The Board is currently comprised of six Directors:  two Executive Directors, Kent Swick (Managing Director) and 

Michael Fry (Finance Director), and four Non-Executive Directors, Andrew Simpson (Chairman), David Nixon, Joe 

Ariti and Phillip Lockyer.  All four Non-Executive Directors are considered to be independent Directors under the 

guidelines set out in the “Corporate Governance Principles and Recommendations”.  Details of the qualifications, 

experience, responsibilities and tenure of the current Directors are set out in the Directors’ Report. 

The Board shall strive at all times to ensure that the majority of its members are independent Directors.  The Board 

shall strive at all times to ensure that the Chairman is an independent Director and that the role of Chairman and 

Managing Director shall not be exercised by the same individual. 

Each Director has the right to seek independent professional advice on matters relating to his position as a Director 

of the Company at the Company’s reasonable expense, subject to the prior approval of the Chairman, which shall not 

be unreasonably withheld. 

Evaluation of Board Performance 

The performance of the Board as a whole is evaluated through a self-assessment process managed by the Chairman 

against the responsibilities and specific functions detailed in the Board Charter.  In addition, consideration is given 

to a number of other key factors including specific objectives established for the Board, the quality of information 

provided to the Board and interaction with management.  Performance is measured on at least an annual basis. 

Evaluation of Non-Executive Director Performance 

The performance of individual Non-Executive Directors is evaluated by the Chairman, measured against the 

responsibilities and specific functions detailed in the Board Charter.  In addition, consideration is given to a number 

of other key factors including contribution to Board discussion and function, degree of independence, availability for 

and attendance at Board meetings and other relevant events, contribution to Company strategy, membership of and 

contribution to any Board committees and suitability to Board structure and composition.  The performance of the 

Non-Executive Chairman is evaluated by two independent Non-Executive Directors, including the Chairman of the 

Audit & Corporate Governance Committee.  Performance is measured on at least an annual basis. 

Evaluation of Board Committee Performance 

The performance of the Board Committees is evaluated by the Chairman, in conjunction with Board member 

assessments.  Where the Chairman is the Committee Chairman of the Board Committee under review, the review 

will instead be conducted by a  Non-Executive Director.  The performance of each Committee is measured against 

the scope and responsibilities detailed in its Charter.  Performance is measured on at least an annual basis. 
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Evaluation of Performance - Senior Management 

The Board, as coordinated by the Chairman, is responsible for the performance appraisal of the Managing Director.  

The performance appraisals of Senior Management is undertaken by their supervisors and overseen by the Managing 

Director.  The performance of the Managing Director and Senior Management is measured against specific 

objectives and strategy outcomes determined at the commencement of each financial year as part of the strategic 

planning process, including Company performance.  In addition, performance is measured against the specific 

responsibilities stated in the Management Charter and against specific requirements set out in the job descriptions for 

each member of Management.  Performance appraisals may include both financial and operational indicators, and 

both quantitative and qualitative measure.  Performance is measured on at least an annual basis. 

Formal performance reviews have been undertaken for all Management for FY09 in accordance with the process 

disclosed in the Company’s corporate governance policies. 

Code of Conduct 

The Company has adopted a Code of Conduct to establish appropriate standards of conduct and behaviour for the 

Directors, officers, employees and contractors of the Company.  The Code of Conduct aims to guide and encourage a 

culture of professionalism, integrity, honesty, respect and responsibility in all day-to-day activities and dealings with 

key stakeholders.  All Directors, officers, employees and contractors of the Company are encouraged to act in a way 

that further enhances the Company’s reputation in the mining industry and community at large as a respected and 

desirable employer, high quality mineral drilling service provider and good corporate citizen. 

The Company views breaches of the Code of Conduct as serious misconduct.  Any person who breaches the 

principles of the Code of Conduct may be subject to disciplinary action, which in the case of serious breaches may 

include dismissal. 

Securities Trading Policy 

The Company’s Securities Trading Policy regulates trading in the Company’s securities (ie, both buying and selling) 

by Directors, officers, employees and contractors of the Company, imposing both general and specific trading 

restrictions.  The aim of the policy is to prevent Directors, officers, employees and contractors of the Company, who 

are in possession of inside information, engaging in trading in the Company’s securities. 

Directors, Senior Managers and other specified employees or contractors, collectively referred to as Restricted 

Persons, are prohibited at all times from trading, or giving instructions for trading, in the Company’s securities 

without first seeking a trading clearance from the Company Secretary (or the Managing Director in the absence of 

the Company Secretary).  Receiving a trading clearance does not provide any guarantee that the proposed trade in 

securities does not constitute insider trading - the onus remains on the Restricted Person to ensure that they do not 

engage in insider trading. 

In addition to the trading restrictions imposed on Restricted Persons, additional restrictions on trading, or giving 

instructions for trading, in the Company’s securities may be applied to all Directors, officers, employees and 

contractors of the Company for certain periods as determined from time to time by the Company Secretary (or the 

Managing Director in the absence of the Company Secretary) (Blackout Periods).  Blackout Periods may include 

certain periods leading up to, and two days after, the release of the full and half year results, the annual general 

meeting and the release of price sensitive announcements. 

Breaches of the Company’s Securities Trading Policy are viewed as gross misconduct and significant consequences 

may apply as a result, which may include a written warning or immediate termination of employment.  The 

Chairman of the Audit & Corporate Governance Committee is notified of any breaches of the policy and is required 

to notify and put a recommendation to the Board for ratification on the consequence to be applied. 
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Audit & Corporate Governance Committee 

The Audit & Corporate Governance Committee was established by the Board to assist the Board in fulfilling its 

responsibilities in relation to financial reporting, internal controls, risk management and corporate governance.  The 

primary functions of the Audit & Corporate Governance Committee, which are detailed in its formal charter, 

include: 

� reviewing the financial information that will be provided to shareholders and regulators; 

� reviewing the integrity and quality of the Company’s financial statements and disclosures; 

� reviewing the systems, processes and controls that the Board and Management have established to identify 

and manage areas of significant financial risk; 

� reviewing the Company’s auditing, accounting and financial reporting processes; 

� reviewing and reporting to the Board on Corporate Governance regulatory or compliance issues; and 

� providing recommendations to the Board on Corporate Governance practices and policies after assessment 

and review. 

The responsibilities of the Audit & Corporate Governance Committee also include: 

� making recommendations to the Board on the appointment, re-appointment and replacement of the external 

audit firm; 

� reviewing the scope of the external audit with the external auditor including identified risk areas; 

� reviewing and assessing non-audit services to be provided by the external auditor, with particular 

consideration given to the potential to impair or appear to impair the external auditors’ independence; 

� monitoring the performance of the external auditor including an assessment of the quality and rigour of the 

audit, quality of the service provided and the external auditor’s own internal quality control procedures; and 

� reviewing and monitoring Management’s responsiveness to the external audit findings. 

The Audit & Corporate Governance Committee Charter states that committee membership should comprise a 

minimum of three non-executive members of the Board and at least two of the members must be independent; and 

that the committee shall be chaired by an independent Chairman who is not Chair of the Board.  The membership of 

the committee is as follows: 

� Joe Ariti (Committee Chairman) - independent Director, Non-Executive Director. 

� Andrew Simpson - independent Director, Non-Executive Chairman. 

� David Nixon - independent Director, Non-Executive Director. 

The Audit & Corporate Governance Committee met four times during FY09, details of which are disclosed in the 

Directors’ Report.  The qualifications of the committee members are also set out in the Directors’ Report. 

The Audit & Corporate Governance Committee will ensure that the Managing Director and Finance Director prepare 

a written statement to the Board certifying that the Company’s annual financial report and half yearly financial 

report present a true and fair view, in all material respects, of the financial condition of the Company and its 

operational performance and are in accordance with relevant accounting standards.  The statement is to be presented 

to the Board prior to the approval and sign-off of the respective annual and half yearly financial reports. 

The Managing Director and the Finance Director are also required to represent in writing to the Board that the 

above statement made by the Managing Director and the Finance Director pertaining to the Company’s annual 

financial report and half yearly financial report is founded on a sound system of risk management and internal 

compliance and control which implements the polices adopted by the Board and the Company’s risk management 

and internal compliance and control system is operating efficiently and effectively in all material aspects. 
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Continuous Disclosure Policy 

The Company is required to comply with the general and continuous disclosure requirements set out in the 

Corporations Act 2001 and the ASX Listing Rules.  The Company has put in place various mechanisms to ensure 

that all investors have equal and timely access to information which may have a material effect on the price or value 

of the Company’s securities and that all announcements made by the Company are factual and presented in a clear 

and balanced way. 

The Managing Director, Company Secretary and Finance Director, in conjunction with the Chairman, have been 

appointed as the persons responsible for implementing and administering the Company’s continuous disclosure 

policy (Disclosure Officers).  The Disclosure Officers are responsible for all communication with the ASX and for 

making decisions on what should be disclosed publicly under this policy.  All information to be lodged with the 

ASX must first be reviewed by at least two of the Disclosure Officers. 

The Disclosure Officers are required to review all communications to be made to the ASX prior to their release to 

ensure that communications are made in a timely manner, are factual, do not omit material information and are 

expressed in a clear and objective manner that allows investors to assess the impact of the information when making 

investment decisions.  All information disclosed to the ASX in compliance with this policy must be promptly placed 

on the Company’s website. 

The Company’s authorised spokespersons are the Managing Director, Chairman, Finance Director and Company 

Secretary.  In appropriate circumstances, the Managing Director may from time to time authorise other 

spokespersons on particular issues. 

Shareholder Communication Policy 

The Board is committed to the promotion of investor confidence by ensuring that trading in the Company’s 

securities takes place in an efficient, competitive and informed market, and to communicating effectively with 

shareholders and providing them with timely access to balanced and understandable information on the Company’s 

operations and future activity.  The Managing Director, Finance Director and Company Secretary have the primary 

responsibility for communication with shareholders. 

The Company ensures effective communication with shareholders on an on-going basis through a variety of 

mediums, which include continuous disclosure to relevant stock markets, periodic disclosure through the annual 

report and half year financial report, general meetings and the Company’s website and electronic communications.  

Shareholders are encouraged to use their attendance at general meetings to ask questions on any relevant matter, 

with time being specifically set aside for shareholder questions. 

Risk Management & Internal Control 

The Company has adopted a risk management system designed to indentify and assess the impact of any current or 

future risks that may have a material effect on the performance of the Company or create new opportunities that may 

enhance the Company’s performance.  Material risks are monitored on a regular basis and managed through the 

development of mitigation strategies. 

Management is responsible for determining the Company’s risk profile and for overseeing and approving risk 

management strategy and policies, internal compliance and internal control.  The Company’s process of risk 

management and internal compliance and control includes: 

� undertaking an annual strategic planning process to establish the Company’s strategies and objectives for 

the year ahead and strategic direction for the next three years; 

� reviewing in detail the success or otherwise of the previous strategic plan as part of the annual strategic 

planning process; 

� monitoring the outcomes of the strategies implemented against the Company’s objectives; 
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� undertaking internal and external environmental reviews to identify actual and potential risks that may 

materially impact the ability of the Company to carry out its strategies and achieve its objectives; 

� monitoring the environment regularly to assess the status of indentified risks and any trends that may have 

significantly changed the nature or potential impact of those risks;  

� designing and implementing appropriate risk management policies and internal controls; and 

� assessing the effectiveness of the risk management system and internal compliance and control 

mechanisms. 

The role of the Board in the Company’s risk management system is to review the risk management policies and 

system implemented by Management to assess whether the Company has in place adequate risk management and 

internal compliance and control mechanisms.  Management is responsible for the on-going management of risk with 

standing instructions to advise the Board of material changes in circumstances both internal and external to the 

Company. 

Having completed the FY10 strategic planning process, including sign-off by the Board, Management is in the 

process of developing a risk register and mitigation strategies to address identified risks for presentation to the 

Board. 

Remuneration Committee 

The Remuneration Committee was established by the Board to assist the Board in fulfilling its responsibilities in 

relation to developing and assessing the Company’s remuneration policies to ensure that remuneration is sufficient 

and reasonable and that its relationship to performance is clear.  The key responsibilities of the Remuneration 

Committee include: 

� undertaking an annual review of market conditions, economic factors, industry trends, remuneration 

statistics and trends, and peer remuneration practices to set the framework for the determination of 

organisational wide remuneration policies; 

� ensuring that a formalised annual performance appraisal and remuneration review process is in place and 

carried out each year across the Company; 

� reviewing the remuneration of Senior Executives on at least an annual basis and putting remuneration 

recommendations to the Board for approval; 

� reviewing the remuneration of Non-Executive Directors on at least an annual basis and putting 

remuneration recommendations to the Board for approval; 

� reviewing remuneration recommendations for Management put forward by their immediate supervisors and 

putting those remuneration recommendations to the Board for approval; 

� making recommendations to the Board with respect to the Company’s equity based performance incentive 

plans and cash based performance incentive plans; and 

� reviewing the operation and effectiveness of the Company’s equity based performance incentive plans and 

cash based performance incentive plans and making recommendations to the Board with respect to the 

modification of existing plans or the introduction of new plans. 

The Remuneration Committee Charter states that committee membership should comprise a majority of independent 

Directors and have at least three members; and that the committee shall be chaired by an independent Director.  The 

membership of the committee is as follows: 

� Andrew Simpson (Committee Chairman) - independent Director, Non-Executive Chairman. 

� Joe Ariti - independent Director, Non-Executive Director. 

� Jason Giltay - Company Secretary. 

The Remuneration Committee met two times during FY09, details of which are disclosed in the Directors’ Report.  

Further details of the Company’s remuneration practices are set out in the Remuneration Report contained in the 

Directors’ Report. 
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Business Development & Marketing Committee 

The Business Development & Marketing Committee was established by the Board to assist the Board in fulfilling its 

responsibilities in relation to assessing and managing the Company’s business development and marketing strategies 

and activities.  The primary function of the committee is to review and provide guidance on the Company’s business 

development and marketing strategies proposed by Management with the aim of ensuring that the Company is 

appropriately targeting and effectively taking advantage of opportunities that exist in the marketplace for mineral 

drilling services. 

The Business Development & Marketing Committee Charter states that committee membership should comprise a 

minimum of one non-executive member of the Board, as well as the Managing Director, Finance Director, Company 

Secretary and Business Development Manager.  The membership of the committee is as follows: 

� Andrew Simpson (Committee Chairman) - independent director, Non-Executive Chairman. 

� Kent Swick - Managing Director. 

� Michael Fry - Finance Director. 

� Jason Giltay - Company Secretary. 

� Geoff Muir - Business Development Manager. 

The Business Development & Marketing Committee met two times during FY09, details of which are disclosed in 

the Directors’ Report. 

Engineering Committee 

The Engineering Committee was established by the Board to assist the Board in fulfilling its responsibilities in 

relation to assessing and managing the performance and risks associated with the Company’s engineering activities 

through the Engineering Department.  The primary objective of the committee is to review the performance of the 

Engineering Department, assist Management to identify issues that may affect both current and future performance 

of the Engineering Department and develop action plans to address any such issues identified. 

The Engineering Committee Charter states that committee membership should comprise a minimum of one non-

executive member of the Board, as well as the Managing Director and General Manager Technical Services; and that 

the committee shall be chaired by an independent Chairman who is not Chair of the Board.  The membership of the 

committee, which was restructured during the year, is as follows: 

� David Nixon (Committee Chairman) - independent director, Non-Executive Director. 

� Kent Swick - Managing Director. 

� Nigel Cocliff - General Manager Technical Services. 

The Engineering Committee met 12 times during FY09, details of which are disclosed in the Directors’ Report. 

Operations Committee 

The Operations Committee was established by the Board to assist the Board in fulfilling its responsibilities in 

relation to assessing and managing operational performance and risk.  The primary function of the committee is to 

review current operational performance, assist Management to identify issues that may affect both current and future 

performance and develop action plans to address any such issues identified. 

The Operations Committee Charter states that committee membership should comprise a minimum of two non-

executive members of the Board, as well as the Managing Director and the Australian Operations Manager; and that 

the committee shall be chaired by an independent Chairman who is not Chair of the Board.  The membership of the 

committee is as follows: 
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� Phil Lockyer (Committee Chairman) - independent Director, Non-Executive Director. 

� Joe Ariti - independent Director, Non-Executive Director. 

� Kent Swick - Managing Director. 

� Ryan O’Sullivan - Australian Operations Manager. 

� Michael Fry - Finance Director. 

The Operations Committee met three times during FY09, details of which are disclosed in the 

Directors’ Report. 

Adherence to the Best Practice Recommendations 
The Company is committed to adhering to the second edition of “Corporate Governance Principles and 
Recommendations” released by the ASX Corporate Governance Council in 2007, to the extent that 
such recommendations are consistent with the structure and objectives of the Company.  The Company 
has however departed from the following best practice recommendations: 

Recommendation 2.4 - “The board should establish a nomination committee.” 

The Board has decided not to establish a nomination committee.  The Board itself has assumed the 

responsibilities that would ordinarily be assigned to a nomination committee and believes that this 

structure is operating effectively for the Company. 

Recommendation 8.2 - “Companies should clearly distinguish the structure of non-executive directors’ 

remuneration from that of executive directors and senior executives.” 

The Company has clearly distinguished the structure of the remuneration of its Non-Executive 

Directors’ from that of its Executive Directors and Senior Executives through its remuneration policy.  

However, Non-Executive Directors are eligible to participate in the Company’s equity based incentive 

plans, which may include the issue of shares, performance rights and options, subject to any required 

shareholder approvals.  The Company believes that this eligibility for Non-Executive Directors is 

appropriate in the circumstances, given the competitive market for experienced and qualified non-

executive directors, the growing risks associated with public company directorships and the need to 

align the interests of Non-Executive Directors with shareholders whilst preserving the Company’s cash 

position. 

Copy of the Corporate Governance Policies 

A copy of the Company’s corporate governance policies can be found on its website at 
www.swickmining.com.au.
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The income statement should be read in conjunction with the accompanying notes. 

 
INCOME STATEMENT 

 
Consolidated 

 
Parent 

  
Note 2009 

 
2008 

 
2009 

 
2008 

   
$ 

 
$ 

 
$ 

 
$ 

         

          

 
Revenue 5 83,713,144 

 
82,790,442 

 
- 

 
- 

 
Finance revenue 5 294,746 

 
1,355,931 

 
2,692,625 

 
3,901,741 

 
Other income 5 903,518   22,543 

 
    - 

 
Total Revenue and other Income 

 
84,911,405 

 
84,168,916 

 
2,692,625 

 
3,901,741 

          

 
Finance costs 6 4,276,073 

 
1,949,765 

 
8,177,782 

 
7,940,593 

 
Other Expenses 6 77,986,777 

 
67,350,266 

 
741,709 

 
754,006 

 
Total Expenses 

 
82,262,850 

 
69,300,021 

 
8,919,491 

 
8,694,598 

          
 

Profit/(Loss) before income tax expense 
 

2,648,555 
 

14,868,895 
 

(6,226,866) 
 

(4,792,860) 

 
Income tax (expense)/benefit 7 (546,106)   (4,553,665) 

 
86,279   (50,477) 

 
Profit/(Loss) after income tax expense 

 
2,102,449   10,315,230 

 
(6,140,587)   (4,843,337) 

 
Profit/(Loss) after income tax expense 
attributable to members of the company  

2,102,449   10,315,230 
 

(6,140,587)   (4,843,337) 

          
 

 
Earnings per share for profit attributable to the ordinary equity holders of the company. 

 
 
 

Earnings per share (cents per share) 
        

 
- basic; for profit for the year 23           1.38  

 
7.17 

    

 
- diluted; for profit for the year 23           1.38  

 
7.14 
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 Consolidated     Parent 

Note  2009  2008  2009  2008 

$  $ $  $ 

CURRENT ASSETS 

Cash and cash equivalents 9 8,548,370 25,333,508 7,182,917 62,656 

Trade and other receivables 10 12,131,111 16,465,657 - 796 

Inventories 11 18,318,879 8,512,452 - - 

Other current assets 12 1,961,091 2,930,930 - - 

TOTAL CURRENT ASSETS 40,959,450 53,242,547 7,182,917 63,452 

NON-CURRENT ASSETS 

Receivables 13 - - 33,612,563 38,412,637 

Other investments 14 2,000 2,000 14,137,813 14,137,700 

Property, plant and equipment 15 114,223,963 75,166,866 - - 

Deferred tax assets 7 8,480,840 3,169,258 853,745 280,433 

Intangible asset and goodwill 16 2,963,070 1,251,991 - - 

TOTAL NON-CURRENT ASSETS 
 

125,669,873 79,590,115 48,604,121 52,830,770 

TOTAL ASSETS 
 

166,629,324 132,832,663 55,787,038 52,894,222 

 CURRENT LIABILITIES 

Trade and other payables 17 13,575,135 12,117,831 (2,763) - 

Interest bearing loans and borrowings 18 17,052,848 9,519,949 - - 

Provisions 19 1,444,381 1,474,809 - - 

Income tax payable - 1,720,915 - 50,477 

TOTAL CURRENT LIABILITIES 32,072,364 24,833,504 (2,763) 50,477 

 NON – CURRENT LIABILITIES 

Deferred tax liabilities 7 14,093,795 6,968,283 - - 

Provisions 19 92,233 57,660 - - 

Interest bearing loans and borrowings 18 40,739,063 32,548,437 - - 

TOTAL NON - CURRENT LIABILITIES 54,925,090 39,574,380 - - 

 TOTAL LIABILITIES 86,997,455 64,407,884 (2,763)  50,477 

 NET ASSETS (LIABILITIES) 79,631,869 
 

68,424,778 
 

55,789,801 
 

52,843,745 

EQUITY 

Contributed equity 20 58,682,835 50,254,166 72,197,483 63,768,815 

Reserves 21 505,197 622,424 487,199 622,424 

Retained earnings / (Accumulated Losses) 22 20,443,837 17,548,188 (16,894,881) (11,547,494) 

TOTAL EQUITY 
 

79,631,869 
 

68,424,778 
 

55,789,801 
 

52,843,745 

 
 
 

The balance sheet should be read in conjunction with the accompanying notes. 
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 Consolidated     Parent 

Note 2009 2008 2009  2008 

$ $ $  $ 

CASH FLOWS FROM OPERATING ACTIVITIES 

Receipts from customers 88,244,701 84,323,493 - - 

Payments to suppliers and employees (71,013,783) (69,576,116) (623,324) (187,886) 

Interest paid (4,488,891) (1,811,671) - - 

Income tax paid (117,636)   (1,319,662) -   (217) 

Net cash inflow/(outflow) from operating 
activities 25 12,624,391 11,616,043 (623,324) (188,103) 

            

 CASH FLOWS FROM INVESTING ACTIVITIES 

Interest income 577,424 1,020,185 1,118 4,872 
Proceeds from sale of property, plant & 
equipment 675,655 40,000 - - 

Payments for plant and equipment (52,784,211) (53,381,430) - - 

Payment  for acquisitions - (457,700) - - 

Payment for intangibles - (685,268) - - 

Payment for research and development (2,030,591) - - - 

Advances to related parties -   - (686,201)   (26,420,000) 

Net cash inflow from/(used in) investing 
activities 

 
(53,561,723) (53,464,213) (685,083) (26,415,128) 

 
            

CASH FLOWS FROM FINANCING ACTIVITIES 

       
Repayment of finance lease obligations (15,889,827) (6,873,035) - - 

Repayment of vendor loans - (853,155) - - 

Proceeds of loans 31,613,352 35,960,658 - - 

Proceeds from issued capital 8,428,669   26,530,287 8,428,669   26,624,257 

Net cash inflow from financing activities 
 

24,152,194   54,764,755 8,428,669   26,624,257 

Net increase (decrease) in cash held (16,785,138) 12,916,585 7,120,261 21,027 

Cash at the beginning of the financial year 25,333,508   12,416,923 62,656   41,629 

Cash at the end of the financial year 
 

8,548,370   25,333,508 
 

7,182,917   62,656 
 

 The statement of cash flows should be read in conjunction with the accompanying notes. 
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Share 
Based 

Foreign 
  

CONSOLIDATED Ordinary Payments Currency Retained Total 

  Shares Reserve Reserve Earnings Equity 

 
$ $ $ $ $ 

     
At 1 July 2007 23,723,879   -  - 7,232,958  30,956,837  
Total income and expense for the 
period recognised directly in equity      

Profit for the period  -   -   -  10,315,230  10,315,230  

Shares issued 28,254,798   -   -   -  28,254,798  

Share based payments - 622,424   -   -  622,424  

Transaction costs on share issue (1,724,511)  -   -  - (1,724,511) 

At 30 June 2008 50,254,166  622,424   -  17,548,188  68,424,778  

     

     
At 1 July 2008 50,254,166  622,424   -  17,548,188  68,424,778  

Total income and expense for the 
period recognised directly in equity      

Profit for the period  -   -   -  2,102,449  2,102,449  

Foreign exchange reverse - - 17,998  - 17,998  

Shares issued 8,237,667   -   -   -  8,237,667  

Share based payments - (135,225) - 793,200  657,975  

Transaction costs on share issue 191,002   -   -  - 191,002  

At 30 June 2009 58,682,835  487,199  17,998  20,443,837  79,631,869  

     

     

 
 

Share 
Based 

Foreign 
  

PARENT Ordinary Payments Currency Retained Total 

 
Shares Reserve Reserve Earnings Equity 

 
$ $ $ $ $ 

     
At 1 July 2007 37,238,520   -   -  (6,704,157) 30,534,363  
Total income and expense for the 
period recognised directly in equity      

Profit for the period  -   -   -  (4,843,337) (4,843,337) 

Shares issued 28,116,553   -   -   -  28,116,553  

Share based payments  -  622,424   -   -  622,424  

Transaction costs on share issue (1,586,259)  -   -   -  (1,586,259) 

At 30 June 2008 63,768,815  622,424   -  (11,547,494) 52,843,745  

     

     
At 1 July 2008 63,768,815  622,424   -  (11,547,494) 52,843,745  

Total income and expense for the 
period recognised directly in equity      

Profit for the period  -   -   -  (6,140,587) (6,140,587) 

Shares issued 8,237,667   -   -   -  8,237,667  

Share based payments  -  (135,225)  -  793,200  657,975  

Transaction costs on share issue 191,001   -   -   -  191,001  

At 30 June 2009 72,197,483  487,199   -  (16,894,881) 55,789,801  

 
 

The statement of changes in equity should be read conjunction with the accompanying notes. 
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1. GENERAL INFORMATION 
 
Swick Mining Services Ltd (the “Parent” or the “Company”) is a public company listed on the Australian Securities Exchange Limited (“ASX”) 
and is incorporated in Australia. Swick Mining Services Ltd and its subsidiaries (collectively referred to as “Swick Mining Services Group” or 
“the Group”) operate extensively throughout  Australia and recently have embarked upon establishing operations in North America. 
 
Swick Mining Services Limited’s registered office and its principal place of business are as follows: 
64 Great Eastern Highway 
South Guildford  Western Australia 6055 
Australia 
Tel: +61 (8) 9277 8800 
 
The financial report of the Company and its controlled entities for the year ended 30 June 2009 was authorised for issue in accordance with 
a resolution of the directors on 29 September 2009. 
 
 
2. ADOPTION OF NEW AND REVISED ACCOUNTING STANDARDS 
 
Certain new accounting standards and interpretations have been published which are not mandatory for the 30 June 2009 financial 
year.  Any options for early adoption have not been applied in the preparation of this financial report.  The following amendments to 
standards and interpretations have been identified as those which may impact the  entity in the period of initial application: 

(i) Revised AASB 101: Presentation of Financial Statements (Revised September 2007) and AASB 2007-8 Amendments to 
Australian Accounting Standards arising from AASB 101 (effective from 1 January 2009). 

The revised standard affects the presentation of changes in equity and comprehensive income.  It does not change the 
recognition, measurement or disclosure of specific transactions and other events required by other AASB standards.   This 
standard will be adopted in the 30 June 2010 financial year. 

 
There have also been amendments to various other accounting standards and interpretations which are deemed to have an 
immaterial effect on the financial statements of the Group.  These include: 

(ii) AASB 2008-1: Amendments to AASB 2 clarifying that vesting conditions are restricted to: service and performance conditions 
only.  Effective periods beginning on or after 1 January 2009. 

(iii) AASB 2008-3: Amendments to AASB 3 and AASB 127.  Will only affect the group in the event of future business combinations 
effective on or after 1 July 2009. 

(iv) AASB 8 Operating Segments, This standard supersedes AASB 114 Segment Reporting, and is applicable for reporting periods 
commencing on or after 1 January 2009.  The standard will change the way the Group’s segments are reported. 

  
 

3. SIGNIFICANT ACCOUNTING POLICIES 
 
Statement of Compliance 
 
The financial report is a general purpose financial report which has been prepared in accordance with the requirements of the Corporations 
Act 2001 and applicable Australian Accounting Standards including Australian interpretations. The financial report includes the separate 
financial statements of the Parent and the consolidated financial statements of the Group. 
 
Accounting Standards include Australian equivalents to International Financial Reporting Standards (“A-IFRS”). Compliance with A-IFRS 
ensures that the financial statements and notes of the Parent and the Group comply with IFRS. 
 
Basis of Preparation 
 
The financial report has been prepared on a historical cost basis, except where stated, and does not take into account changing money 
values or fair values of assets. 
 
In applying A-IFRS, management is required to make judgements, estimates and assumptions that affect the application of accounting 
policies and reported amounts of assets and liabilities, income and expenses. The estimates and associated assumptions are based on 
historical experience and various other factors that are believed to be reasonable under the circumstances, the results of which form the basis 
of making judgements about carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ 
from these estimates. 
 
The estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates are recognised in the 
period in which the estimate is revised if the revision affects only that period, or in the period of revision and future periods if the revision 
affects both current and future periods. 
 
Judgements made by management in the application of A-IFRS that have significant effects on the financial statements and estimates with a 
significant risk of material adjustments in the next year are disclosed, where applicable, in relevant notes to the financial statements. 
 
Accounting policies are selected and applied in a manner which ensures that the resulting financial information satisfies the concepts of 
relevance and reliability, thereby ensuring that the substance of the underlying transactions or other events are reported. These accounting 
policies are consistently applied by each entity in the group. 
 
The significant accounting policies set out below have been applied in the preparation and presentation of the financial report for the year 
ended 30 June 2009 and the comparative information. 
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(a) Basis of Consolidation 
 
The consolidated financial statements are prepared by combining the financial statements of all of the entities that comprise the Group. 
 
The financial statements of subsidiaries are prepared for the same reporting period as the Parent company, using consistent accounting 
policies. 
 
Adjustments are made to bring into line any dissimilar accounting policies that may exist. 
 
All intercompany balances and transactions, including unrealised profits arising from intra-group transactions, have been eliminated in full.  
Unrealised losses are eliminated unless costs cannot be recovered. 
 
Subsidiaries are consolidated from the date on which control is transferred to the group and cease to be consolidated from the date on 
which control is transferred out of the Group. 
 
Where there is loss of control of a subsidiary, the consolidated financial statements include the results for the part of the reporting period 
during which the Company has control. 
 
(b) Presentation Currency 
 
For the purpose of this report, the functional and presentation currency adopted is Australian Dollars. 

 
(c) Cash and Cash Equivalents 

 
Cash and cash equivalents comprise cash on hand and deposits repayable on demand with a financial institution. Cash balances and 
overdrafts in the balance sheet are stated at gross amounts within current assets and current liabilities, unless there is legal right of offset at 
the bank. 
 
The cash and cash equivalents balance primarily consists of cash, on call in bank deposits, bank term deposit with three month maturity and 
money market investments readily convertible into cash within 2 working days, net of outstanding bank overdrafts.  Bank overdrafts are 
carried at the principal amount. 

 
(d) Trade and Other Receivables 

 
Trade receivables which generally have 30-60 days terms are recognised initially at fair value and subsequently measured at amortised cost 
using the effective interest rate method, less any allowance for impairment.  The Group reviews the collectability of trade receivables on an 
ongoing basis and makes an objective judgement concerning amounts considered not collectible. The amount of the loss is recognised in the 
income statement within operating expenses and classified as doubtful debts. Any subsequent recovery of amounts previously written off, are 
recorded as other income in the income statement. 
 
(e) Inventories 

 
The Group maintains an inventory of drilling consumables for use in the rendering of drilling services. Inventory is measured at the lower of 
cost and net realisable value. An on-going review is conducted in order to ascertain whether items are obsolete or damaged, and if so 
determined, the carrying amount of the item is written down to its net realisable value. 
 
(f) Recoverable Amount of Non-current Assets 

 
Non-current assets valued on the cost basis are not carried at an amount above their recoverable amount, and where a carrying value 
exceeds the recoverable amount, the asset is written down to the lower amount.  The write-down is recognised as an expense in the net profit 
or loss in the reporting period in which it occurs. 
Where a group of assets working together supports the generation of cash inflows, recoverable amount is assessed in relation to that group of 
assets. 
 
In assessing recoverable amount of non-current assets the relevant cash flows have not been discounted to the present value, except where 
stated. 

 
(g) Impairment of Non Financial Assets Other Than Goodwill 

 
At each reporting date the Company conducts an internal review of asset values of its non financial assets to determine whether there is any 
evidence that the assets are impaired.  External factors, such as changes in expected future processes, technology and economic conditions, 
are also monitored to assess for indicators of impairment.  An impairment loss is recognised for the amount by which the asset’s carrying 
amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For 
the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows (cash 
generating units). 
 
An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its recoverable amount. A cash-
generating unit is the smallest identifiable asset group that generates cash flows that largely are independent from other assets and groups. 
Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of cash-generating units are allocated first to 
reduce the carrying amount of any goodwill allocated to the units and then to reduce the carrying amount of the other assets in the unit or 
group of units on a pro rata basis. 
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(h) Goodwill and Other Intangible Assets 
 
Goodwill 
 
Goodwill on acquisition is initially measured at 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, liabilities and contingent liabilities. As at the acquisition date, goodwill acquired is allocated to 
each of the cash-generating business units expected to benefit from the combination’s synergies. 
   
Following initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is not amortised, but reviewed 
for impairment annually or more frequently if events or changes in circumstances indicate that the carrying value may be impaired. 
Impairment is determined by assessing the recoverable amount of the cash-generating unit to which the goodwill relates. Where the 
recoverable amount of the cash-generating unit is less than the carrying amount, an impairment loss is recognised immediately in the 
income statement.  Impairment testing is performed annually. 
 
(i) Property, Plant and Equipment 
 
Items of property, plant and equipment are measured at cost less accumulated depreciation and impairment losses. Cost includes acquisition, 
being the fair value of the consideration provided, plus incidental costs directly attributable to the acquisition. 
 
Subsequent costs directly related to an item of property are recognised in the carrying amount of that item of property plant and equipment 
only when it is probable that the future economic benefits embodied within the item will flow to the consolidated entity and the cost of the item 
can be measured reliably. All other costs, including repairs and maintenance, are recognised in the income statement as an expense.  
 
Depreciation is recognised in the income statement on a straight-line or diminishing value basis over the estimated useful life of each part of 
an item of property plant and equipment. Those items of property, plant and equipment undertaking construction are not depreciated. 
The following useful lives are used in the calculation of depreciation for each class of property, plant and equipment: 

 
 

Leasehold Improvements 15 – 40 years 
 
Plant and Machinery    5 – 10 years 
 
Drilling Rigs     7 – 10 years  
 
Other Drilling Equipment   5 – 10 years 
 
Office Equipment    5 – 10 years 
 
Computer Equipment: 

Hardware     3 – 5 years 
Software     1 – 5 years 

 
(j) Leased Assets 

 
Leases are classified at their inception as either operating or finance leases based on the economic substance of the agreements as to reflect 
the risks and benefits incidental to ownership. Operating lease payments are leases under which the lessor effectively retains substantially all 
of the risks and benefits of ownership of the leased item are recognised as an expense on a straight-line basis. 
 
 
A finance lease effectively transfers to the lessee substantially all the risks and benefits incidental to ownership of the leased item, capitalised 
at the present value of the minimum lease payments and disclosed as property, 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 term.  Minimum lease 
payments are allocated between interest expense and reduction of the lease liability with the interest expense calculated using the interest 
rate implicit in the lease and recognised directly in net profit. 
The cost of improvements to or on leased property is capitalised, disclosed as leasehold improvements, and amortised over the unexpired 
period of the lease or the estimated useful lives of the improvements, whichever is the shorter. 

 
(k) Trade and Other Payables 
 
Trade payables and other payables are carried at amortised cost. They represent unsecured liabilities for goods and services procured by the 
Swick Group prior to the financial period that remain unpaid and occur when the Group becomes obligated to make future payments.  The 
amounts are unsecured and are usually paid within 30 days of recognition.   
 
(l) Provisions 
 
Provisions are recognised when the economic entity has a legal, equitable or constructive obligation to make a future sacrifice of economic 
benefits to other entities as a result of past transactions or other past events, it is probable that a future sacrifice of economic benefits will be 
required and a reliable estimate can be made of the amount of the obligation. 
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(m) Employee Benefits 
 
Liabilities for employee related benefits comprising wages, salaries, annual leave and long service leave are categorised as present 
obligations resulting from employees services provided up to and including the reporting date.  The liabilities are calculated at discounted 
amounts based on remuneration wage and salary rates the Group expects to pay as at reporting date including related on-costs, such as 
payroll tax and workers compensation insurance, when it is probable that settlement will be required and they are capable of being measured 
reliably. 
 
Liabilities recognised in respect of employee benefits expected to be settled within 12 months, are measured at their nominal values using the 
remuneration rate expected to apply at the time of settlement. 
 
Liabilities recognized in respect of employee benefits which are not expected to be settled within 12 months are measured as the present 
value of the estimated future cash outflows to be made by the Group in respect of services provided by employees up to report date. 
 
Employee superannuation entitlements are charged as an expense when they are incurred and recognised as other creditors until the 
contribution is paid. 
 
Employee benefit expenses and revenues are recognised against profits on a net basis in their respective categories. 
 

(n) Loans and Borrowings 

Loans and borrowings are initially recognised at fair value of the consideration received less directly attributable transaction costs incurred. 

Borrowings are subsequently measured at amortised cost utilising the effective interest rate method. Difference occurring between the 

proceeds (net of transaction costs) and the redemption amount is recognised in the income statement over the period of the borrowings using 

the effective interest method. 

Borrowings are classified as current liabilities unless the Company has an unconditional right to defer settlement of the liability for at least 12 

months after the balance sheet date. 

All other borrowing costs are recognised as an expense in the income statement in the period in which they are incurred. 
 
(o) Financial Instruments 
 
Debt and Equity Instruments 
 
Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of the contractual 
arrangement. 
 
Financial Assets 
 
Investments are recognised and derecognised on trade date where the 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 measured at fair value, net of 
transaction costs except for those financial assets classified as fair value through profit or loss which are initially measured at fair value. 
 
Subsequent to initial recognition, investments in subsidiaries are measured at cost in the Group financial statements. Subsequent to initial 
recognition, investments in associates are accounted for under the equity method in the consolidated financial statements and the cost 
method in the Group financial statements. 
 
Loans and Receivables 
 
Trade receivables, loans, and other receivables that have fixed or determinable payments that are not quoted in an active market are 
classified as ‘loans and receivables’. Non-current loans and receivables are measured at amortised cost using the effective interest rate 
method less impairment. Interest is recognised by applying the effective interest rate. Current trade receivables are recorded at the invoiced 
amount and do not bear interest. 
 
Financial Liabilities 
 
Financial liabilities are classified as either financial liabilities at fair value through profit or loss or other financial liabilities. 
 
Financial liabilities at fair value through profit or loss are stated at fair value, with any resultant gain or loss recognised in profit or loss. The net 
gain or loss recognised in profit or loss incorporates any interest paid on the financial liability.  
 
Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs, and subsequently measured at 
amortised cost using the effective interest method, with interest expense recognised on an effective yield basis. The effective interest method 
is a method of calculating the amortised cost of a financial liability and of allocating interest expense over the relevant period. The effective 
interest rate is the rate that exactly discounts the estimated future cash payments through the expected life of the financial liability, or, where 
appropriate, a shorter period. 
 
 
 
.
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(p) Revenue Recognition 
 
Revenue from the provision of services and sale of goods is measured at the fair value of the consideration received or receivable, net of 
returns and allowances, trade discounts, volume rebates and sales taxes. Revenue is recognized when the significant risks and rewards of 
ownership have been transferred to the buyer, recovery of the consideration is probable, the associated costs and possible return of goods 
can be estimated reliably, and there is no continuing management involvement with the goods. Transfers of risks and rewards vary 
depending on the individual terms of the contract of sale and with local statute, but are generally when title and insurance risk has passed to 
the customer and the goods have been delivered to a contractually agreed location. 
 
Interest revenue is recognised as it accrues using the effective interest rate method. 

 
(q) Current and Deferred Taxation 
 
Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit or loss except to the extent that it 
relates to items recognised directly in equity, in which case it is recognised in equity. 
 
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the 
reporting date, and any adjustment to tax payable in respect of previous years. 
 
Deferred tax is recognized using the balance sheet method, in respect of all temporary differences that have originated but not reversed at 
the balance sheet date where transactions or events that result in an obligation to pay more tax in the future or a right to pay less tax in 
the future have occurred at the balance sheet date. Temporary differences are differences between the Group’s taxable profits and its 
results as stated in the financial statements that arise from the inclusion of gains and losses in tax assessments in periods different from 
those in which they are recognised in the financial statements.  
 
Deferred tax is not recognised for the following temporary differences: the initial recognition of goodwill, the initial recognition of assets 
or liabilities in a transaction that is not a business combination and that affects neither accounting nor taxable profit, and differences 
relating to investments in subsidiaries to the extent that they probably will not reverse in the foreseeable future.  
 
Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they reverse, based on the 
laws that have been enacted or substantively enacted by the reporting date. 
 
A deferred tax asset is regarded as recoverable and therefore recognised only when, on the basis of all available evidence, it can be 
regarded as more likely than not that there will be suitable taxable profits from which the future reversal of the underlying temporary 
differences can be deducted. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer 
probable that the related tax benefit will be realised. 
 
Additional income taxes that arise from the distribution of dividends are recognised at the same time as the liability to pay the 
related dividend is recognised. 
 
(r) Segment Reporting 
 
A business segment is a group of assets and operations engaged in providing products or services that are subject to risks and returns that 
are different to those of other business segments. A geographical segment is engaged in providing products or services within a particular 
economic environment and is subject to risks and returns that are different from those of segments operating in other economic 
environments. 
 
(s) Business Combinations 
 
Acquisitions of subsidiaries and businesses are accounted for using the purchase method, except where an acquisition meets the definition 
of a reverse acquisition. The cost of the business combination is measured as the aggregate of the fair values (at the date of exchange) of 
assets given, liabilities incurred or assumed, and equity instruments issued by the Group in exchange for control of the acquiree, plus any 
costs directly attributable to the business combination. The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the 
conditions for recognition under AASB 3 ‘Business Combinations’ are recognised at their fair values at the acquisition date, except for non-
current assets (or disposal groups) that are classified as held for sale in accordance with AASB 5 ‘Non-current Assets Held for Sale and 
Discontinued Operations’, which are recognised and measured at fair value less costs to sell. 
 
Goodwill arising on acquisition is recognised as an asset and initially measured at cost, being the excess of the cost of the business 
combination over the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities recognised. If, after 
reassessment, the Group’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities exceeds the 
cost of the business combination, the excess is recognised immediately in profit or loss. 
 
(t) Goods and Services Tax 
 
Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST incurred is not recoverable from 
the Australian Taxation Office (ATO).  In these circumstances the GST is recognised as part of the cost of acquisition of the asset or as part of 
an item of the expense.   
 
Receivables and payables in the statement of financial position are shown inclusive of GST. 
The net amount of GST recoverable from, or payable to, the ATO is included as a current asset or liability in the statement of financial 
position. 
 
Cash flows are included in the statement of cash flows on a gross basis.  The GST components of cash flows arising from investing and 
financing activities which are recoverable from, or payable to, the ATO are classified as operating cash flows. 
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(u) Earnings per Share 
 
Basic earnings per share is calculated as net profit attributable to members of the parent, adjusted to exclude any costs of servicing equity 
(other than dividends) and preference share dividends, divided by the weighted average number of ordinary shares, adjusted for any bonus 
element.   
 
Diluted earnings per share are calculated as net profit attributable to members of the parent, adjusted for: 
• costs of servicing equity (other than dividends) and preference share dividends; 
• the after tax effect of dividends and interest associated with dilutive potential ordinary shares that have been recognised as an expense; 

and 
• other non discretionary changes in revenue or expenses during the period that would result from the dilution of potential ordinary 

shares; 
divided by the weighted average number of ordinary shares and dilutive potential ordinary shares, adjusted for any bonus element.   
 
The dilutive effect, if any, of outstanding options is reflected as additional share dilution in the computation of earnings per share. 
 
(v) Share Based Payments 
 
The Group provides to employees (including directors) of the Group in the form of share-based payment transactions, whereby employees 
render services in exchange for shares or rights over shares (‘equity-settled transactions’). The cost of these equity-settled transactions with 
employees is measured by reference to the fair value at the date at which they are granted.  
 
In valuing equity-settled transactions, no account is taken of any performance conditions, other than conditions linked to the price of the 
shares of the Company (‘market conditions’). The cost of equity-settled transactions is recognised, together with a corresponding increase in 
equity, over the period in which the performance conditions are fulfilled, ending on the date on which the relevant employees become fully 
entitled to the award (‘vesting date’). 
 
The cumulative expense recognised for equity-settled transactions at each reporting date until vesting date reflects (i) the extent to which the 
vesting period has expired and (ii) the number of awards that, in the opinion of the directors of the Group, will ultimately vest. This opinion is 
formed based on the best available information at balance date. No adjustment is made for the likelihood of market performance conditions 
being met as the effect of these conditions is included in the determination of fair value at grant date. No expense is recognised for awards 
that do not ultimately vest, except for awards where vesting is conditional upon a market condition. 
 
Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the terms had not been modified.  In 
addition, an expense is recognised for any increase in the value of the transaction as a result of the modification, as measured at the date of 
modification. Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any expense not yet 
recognised for the award is recognised immediately. However, if a new award is substituted for the cancelled award, and designated as a 
replacement award on the date that it is granted, the cancelled and new award are treated as if they were a modification of the original award, 
as described in the previous paragraph.  
 
(w) New accounting policies adopted 
 
During the financial year, the group adopted the following new accounting policy. 
 
Research and Development 
Research costs are expensed as incurred. An intangible asset arising from development expenditure on an internal project is recognised 
only when the Group can demonstrate the technical feasibility of completing the intangible asset so that it will be available for use or sale, its 
intention to complete and its ability to use or sell the asset, how the asset will generate future economic benefits, the availability of resources 
to complete the development and the ability to measure reliably the expenditure attributable to the intangible asset during its development. 
Following the initial recognition of the development expenditure, the cost model is applied requiring the asset to be carried at cost less any 
accumulated amortisation and accumulated impairment losses. Any expenditure so capitalised is amortised over the period of expected 
benefit from the related project. 
 
The carrying value of an intangible asset arising from development expenditure is tested for impairment annually when the asset is not yet 
available for use, or more frequently when an indication of impairment arises during the reporting period. 
 
A summary of the policies applied to the Group's intangible assets is as follows: 

Development costs 

Useful Lives 

Finite 

Amortisation method used 

Amortised over the period of expected future benefit from the related project on a straight-line basis 

Internally generated or acquired 

Internally generated 

Impairment testing 

Annually as at 30 June for assets available for use and more frequently when an indication of impairment exists. The amortisation 

method is reviewed at each financial year-end 

As at 30 June 2009, the projects are still in the development phase.  Accordingly, no amortisation expense has been booked. 
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4. SEGMENT INFORMATIONS 
 
(a) Description of Segments 
 
The Group operates in two business segments, namely Mineral Drilling Services and Manufacture of Drilling Consumables and Parts: 
 
Provision of mineral drilling services 
Provision of mineral drilling services is the major offering of the Group with 99% of revenue attributable to this segment.  Clients include the 
major mining houses and the work is performed predominantly at mine sites.  These mine sites are located across Australia with the majority of 
work performed being in the state of Western Australia.  The Group provides a diverse service offering with its fleet comprising both surface and 
underground rigs. 
 
Manufacture of drilling consumables and parts, and miscellaneous engineered products. 
Manufacture of drilling consumables and parts, and miscellaneous parts is a small part of the Group’s business with the majority of items 
manufactured for internal use only.  This segment of the business commenced in July 2007 with the purchase of a small business and has 
grown and expanded since.  Ultimately however it only exists to ensure long lead times for critical items are avoided and to support research 
and development within the group. 
 
(b) Geographical Segments 
 
The consolidated entity operated during the past year in Australia, North America and Saudi Arabia.  The results of those operations are 
reflected as follows: 
 

  Australia^ Saudi Arabia SMS Canada Total 

  2009 2008 2009 2008 2009 2008 2009 2008 

Sales to external 
customers 82,100,494 82,821,169 2,516,165 - - - 84,616,659 82,821,169 

Interest income 294,746 1,347,747 - - - - 294,746 1,347,747 

Total Revenue 82,395,240 84,168,916 2,516,165 - - - 84,911,405 84,168,916 

Cost of Sales 52,883,569 53,990,607 1,454,051 - - - 54,337,620 53,990,607 

Depreciation 12,973,474 7,788,490 502,587 - 811 - 13,476,872 7,788,490 

Overhead 8,864,353 5,571,159 301,940 - 1,005,992 - 10,172,285 5,571,159 

Interest Expense 4,276,001 1,949,765 - - 73 - 4,276,073 1,949,765 

Total Expense 78,997,397 69,300,021 2,258,577 - 1,006,876 - 82,262,850 69,300,021 

Segment Profit 
before Tax 3,397,843 14,868,895 257,589 - (1,006,876) - 2,648,555 14,868,895 

                  

Assets & Liabilities                 

Segment Assets 240,526,673 200,227,286 - - 4,927,132   245,453,805 200,227,286 

Segment Liabilities 163,009,797 129,807,635 - - 5,933,905   168,943,702 129,807,635 

Eliminations 3,121,766 (1,994,873) - - -   3,121,766 (1,994,873) 

Total Net Assets 80,638,642 14,868,895 - - (1,006,773) - 79,631,869 68,424,778 

                  

Other Information                 

Capital expenditure 49,910,068 53,480,606 - - 4,904,734   54,814,802 53,480,606 
 

^: Included under Australia are the results for both business segments. 
 
Internal sales within the Group during 2009 relating to the manufacture of drilling consumables and parts, and miscellaneous engineered 
products totalled $3,171,801 (2008: $1,667,890). 
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  Consolidated 
 

Parent 

  2009 
 

2008 
 

2009 
 

2008 
5.  REVENUE 

 

Revenue from Services    83,713,144  82,790,442  - - 

 
   83,713,144  

 

   
82,790,442  

 
-  

 
-  

Financial revenue comprises: 

Interest - financial Institutions           294,746   1,355,931           1,118       4,872  

Interest - related party 
                          

-     
                  

-       2,691,507      3,896,869  

 
   294,746  

 

   
1,355,931  

 
    2,692,625  

 
    3,901,741  

Other income comprises: 
       

Proceeds from sale of property, plant & equipment         903,518  
        

22,543  - - 

 
          903,518    

             
22,543  

 
                         -     

                         
-   

 

        6.  EXPENSES 

 

       Finance Costs 
       Bank loans and overdrafts 139,326  - - - 

Finance charges payable under finance leases and 
hire purchase agreements 4,136,747  1,949,765  - - 

Interest - discounting of related party loans  -     -  8,177,782    7,940,593  

 
4,276,073  

 
1,949,765  

 
8,177,782  

 
7,940,593  

Other Expenses 
       Consumables 10,113,551  7,650,343  - - 

Accommodation and travel 3,044,072  3,994,941  - - 

Repairs, parts and maintenance 2,166,618  1,209,696  - - 

Other direct costs 2,055,653  606,887  - - 

Employee benefits expenses 41,803,771  41,240,022  657,975  622,424  

Depreciation and amortisation expense 13,476,872  7,788,490  - - 

Administration costs 3,043,710  3,354,960  83,734  131,582  

Insurance 1,195,233  686,561  - - 

Marketing 227,431  143,842  - - 

Recruitment and training 340,049  337,392  - - 

Rent and Outgoings 519,817    337,123   -    - 

 
77,986,777  

 
67,350,256  

 
741,709  

 
754,006  

 
82,262,850    69,300,021  

 
8,919,491    8,694,599  

 
 

7.  INCOME TAX 

 

a) Income tax (expense)/benefit 
       Current tax  -  (2,477,905) - (50,477)  

Under/Over provision in income tax 1,267,823  (4,107) - - 

Deferred tax (1,813,929) (2,071,653) 86,279  - 

Tax losses recognised - current year - - - - 

Total income tax (expense)/benefit (546,106) 
 

(4,553,665) 
 

86,279  
 

(50,477)  

Deferred income tax (revenue) expense included in income 
tax expense comprises: 

(Decrease)/increase in deferred tax assets (1,813,929) (2,071,653) 86,279   -  
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  Consolidated 
 

Parent 

  2009 
 

2008 
 

2009 
 

2008 

        
b) Reconciliation of income tax expense to prima facie 
tax payable 

       Prima facie income tax expense on operating profit (794,566) (4,460,669) 66,653  1,437,858  

Tax effect of amounts adjusted in calculating taxable 
income: 

Over provision of tax in prior year 1,267,823  (4,107) (259,388) 

Non-deductible expenses (566,011)  (199,281) (197,393) (1,579,844) 

Other deductible expenses 678,974 - - - 

Less: 

Adjustments in respect of previous deferred income tax (1,608,732) 18,883  

Charge to equity capital raising cost 476,406  91,509  476,406  91,509  

 
(546,106) 

 
(4,553,665) 

 
86,279  

 
(50,477) 

        c) Amounts recognised directly in equity 
       Aggregate current and deferred tax arising in the reporting 

period and not recognised in net profit or loss but directly 
debited or credited to equity 

Net deferred tax - debited directly to equity 61,103  -  61,103  

 Deferred Income Tax Liabilities 

The balance comprises temporary differences attributable to: 

Amounts recognised in profit and loss 

Repairs (949,144) (1,179,143) - - 

Inventories (9,486,076) (4,389,755) - - 

Depreciation (3,210,254) (669,616) - - 

Accruals (448,321) (729,769) - - 

Deferred income tax liabilities (14,093,795) (6,968,283)  -  - 

Movements: 

Opening balance at 1 July (6,968,283) (2,379,763) - - 

Credit/(charged) to the income statement (7,125,512) (4,588,520) - - 

Closing balance at 30 June (14,093,795) (6,968,283)  -  - 

Deferred Income Tax Assets 
       The balance comprises temporary differences attributable to: 

Amounts recognised in profit and loss 

Doubtful debts   28,663  28,663  - - 

Inventory 4,106,686  2,083,706  - - 

Provisions and accrued expenses        622,643  576,090  - - 

Borrowing costs and capital raising costs tax deductible in 
future years       33,877  306,893  - - 

Tax deductibility for equity raising costs   179,447  -  -  280,433  

Tax losses   3,509,525  173,906  853,744  - 

Total deferred income tax assets 8,480,840  3,169,258  853,744  280,433  

Movements: 

Opening balance at 1 July      3,169,258  713,494  280,433  341,536  

Credit/(charged) to equity - (61,103) - (61,103) 

Transfer In - - 487,032 - 

Credit/(charged) to the income statement       5,311,582  2,516,867  86,279  - 

Closing balance at 30 June 
         

8,480,840  3,169,258  853,744  280,433  
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8.  FINANCIAL INSTRUMENTS 

 
Financial Risk Management Objectives 
 
The Group’s corporate finance function provides services to the business, co-ordinates access to domestic and financial markets, and 
monitors and manages the financial risks relating to the operations of the Group through internal risk reports which analyse exposures 
by degree and magnitude of risks. These risks include market risk (including currency risk, fair value interest rate risk and price risk), 
credit risk, liquidity risk and cash flow interest rate risk. The Group seeks to minimize the effects of these risks, where deemed 
appropriate. 
 
Capital Risk Management 
 
The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while maximizing the return to 
stakeholders through the optimization of the debt and equity balances. The capital structure of the Group consists of debt, which includes the 
borrowings disclosed in Note 18 , cash and cash equivalents and equity attributable to equity holders of the Parent, comprising issued capital, 
reserves, other equity and retained earnings (accumulated losses) as disclosed in Notes 22. 
 
Market Risk 
 
The Group’s activities expose it primarily to the financial risks of changes in interest rates (Note 9). The Group enters into funding agreements 
with a variety of financial institutions to manage its exposure to interest rate risk. The Group is not exposed materially to financial risks of 
changes in foreign currency exchange rates. 
 
 
Interest Rate Risk Management 
 
The Parent and the Group are exposed to interest rate risk as entities within the Group borrow funds at fixed interest rates. The necessity to 
undertake hedging activities is evaluated regularly to align with interest rate views and defined risk appetite; currently the Management of the 
Company takes the view that hedging activity is unnecessary. The Parent and the Group’s exposures to interest rates on financial assets and 
financial liabilities are detailed in the liquidity risk management section of this note. 
 
Credit Risk Management 
 
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the Group. The 
Group has adopted a policy of only dealing with creditworthy counterparties as a means of mitigating the risk of financial loss from 
defaults. 
 
Trade receivables consist of a large number of customers, spread across diverse industries and geographical areas. On-going credit 
evaluation is performed on the financial condition of accounts receivable.  
 
The Group does not have any significant credit risk exposure to any single counterparty or any group of counterparties having similar 
characteristics. The credit risk on liquid funds is limited because the counterparties are banks with high credit ratings assigned by international 
credit-rating agencies. 
 
The carrying amount of financial assets recorded in the financial statements, net of any allowances for losses, represents the Group’s maximum 
exposure to credit risk. 

 
Liquidity Risk Management 
 
Ultimate responsibility for liquidity risk management rests with the Finance Department and Board of Directors, who have built an appropriate 
liquidity risk management framework for the management of the Group’s short, medium and long-term funding and liquidity management 
requirements. 
 
The Group manages liquidity risk by maintaining adequate reserves, banking facilities and reserve borrowing facilities by continuously 
monitoring forecast and actual cash flows and matching the maturity profiles of financial assets and liabilities. Included in Note 15 is a listing of 
additional un-drawn facilities that the Group has at its disposal to further reduce liquidity risk. 
 
Liquidity and Interest Risk Tables 
 
The following tables detail the Parent’s and the Group’s remaining contractual maturity for its non-derivative financial liabilities. The tables have 
been presented based on the undiscounted cash flows of financial liabilities based on the earliest date on which the Group may be required to 
pay. The table includes both interest and principal cash flows.  
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Interest Rate Risk  
 
The following table sets out the carrying amount, by maturity, of the financial instruments that are exposed to interest rate risk; there is no 
interest rate risk exposure in the parent entity therefore no parent entity details are displayed in the following table. 

 
Fixed interest maturing in: 
 

Consolidated Entity 

2009 
Floating 
interest 

rate 

1 year  or less Over 1 to 2 
years 

Over 2 to 3 
years 

Over 3 to 4 
years 

Over 4 to 
5 years 

Total 

 $’000 $’000 $’000 $’000 $’000 $’000 $’000 
Financial liabilities: 

       
Bank loans -  981  - - - - 981  

Hire Purchase Liabilities  -    16,072       16,681         15,236         8,083     739  56,811  

Total -               17,053      16,681      15,236          8,083     739  57,792  

Weighted average interest rate 
 8.12% 8.12% 8.12% 8.12% 8.12% - 

Net Financial Liabilities 
               

-   
                  

17,053  
                  

16,681  
                  

15,236  
                    

8,083  
                       

739  
                  

57,792  

2008 
Floating 
interest 

rate 
1 year  or less 

Over 1 to 2 
years 

Over 2 to 3 
years 

Over 3 to 4 
years 

Over 4 to 
5 years 

Total 

 $’000 $’000 $’000 $’000 $’000 $’000 $’000 

Financial liabilities:       
 

Hire Purchase Liabilities  - 9,520      9,536   9,649     8,522  4,842   42,068  

Total            -          9,520             9,536              9,649            8,522          4,842   42,068  

Weighted average interest rate - 7.95% 7.95% 7.95% 7.95% 7.95% - 

Net Financial Liabilities 
               

-   
                    

9,520  
                    

9,536  
                    

9,649  
                    

8,522  
                    

4,842  
                  

42,068  
 

 Interest on financial instruments classified as floating rate is repriced at intervals of less than one year. Interest on financial instruments 
classified as fixed rate is fixed until maturity of the instrument. 
 
Refer note 18 regarding undrawn facilities. These facilities comprise asset financing with the National Australia Bank.   
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Sensitivity Analysis 
 
The sensitivity table below show the effect on profit and equity after tax if interest rates at the at date had been an increase or decrease of 
1% (100 basis points) with all other variables held constant, taking into account all underlying exposures. The 100 basis point deviation has 
been selected as this is considered reasonable given the current level of both short and long term Australian interest rates. A100 basis point 
sensitivity would move interest rates payable from 8.12% to 9.12% in an interest rate appreciation environment. Given that the Group 
borrows in the form of hire purchase agreements, the market for such instruments remains competitive. 
 
Borrowings consist of hire purchase agreements, a fixed interest facility and hence are considered to have no interest sensitivity. 
 

2009 
  Interest Rate Risk Foreign Exchange Rate Risk 

  - 1% + 1% - 10% + 10% 

 

Carrying 
Amount 

Profit Equity Profit Equity Profit Equity Profit Equity 

 
($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) 

FINANCIAL ASSETS               

Cash & Cash Equivalents 8,548 (85) (85) 85  85   - - - - 

Accounts Receivable 12,131  - - - - - - - - 
              

FINANCIAL LIABILITIES              

Accounts Payable (13,575)  - - - -  - - - - 

Borrowings (57,791) 578 578 (578) (578)  - - - - 

              

Total Increase / (Decrease) (50,682) 493  493  (493)  (493 )  -   -   -   -  

          

 
 

2008 
  Interest Rate Risk Foreign Exchange Rate Risk 

  - 1% + 1% - 10% + 10% 

 

Carrying 
Amount 

Profit Equity Profit Equity Profit Equity Profit Equity 

 
($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) 

FINANCIAL ASSETS               

Cash & Cash Equivalents 25,334  (253) (253) 253  253 - - -  - 

Accounts Receivable 16,466  - - -  - - - -  - 

               

FINANCIAL LIABILITIES               

Accounts Payable (12,118) - - -  - - - -  - 

Borrowings (42,068) 421 421 (421)  (421) - - -  - 

               

Total Increase / (Decrease) (12,386)        168  168   (168)    (168)        -           -           -           -    
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Consolidated 

 
Parent 

   
2009 

 
2008 

 
2009 

 
2008 

       $ 
 

$ 
 

$ 
 

$ 

   

9. CASH AND CASH EQUIVALENTS 

Cash in hand 10,750 8,302 - - 

Bank balances 8,537,620 25,325,207 7,182,917 62,656 

8,548,370 
 

25,333,508 
 

7,182,917 
 

62,656 

Cash in hand is non interest bearing. Bank balances attract interest at a rate of 3% (2008: 6.75%). The Group's and the parent entity's 
exposure to interest rate risk is discussed in note 8, The maximum exposure to credit risk at the reporting date is the carrying amount 
of each class of cash and cash equivalents mentioned above.  

10. 
 

TRADE AND OTHER RECEIVABLES 

Trade receivables 11,253,414 14,823,428 - - 

Allowance for doubtful debts (95,542) (95,542) - - 

Total trade receivables 11,157,872 
 

14,727,886   - 
 

- 

Accrued Income 56,700 
 

1,135,403 
 

- 
 

796 

Rebates and credit offsets 719,525 
 

601,089 
 

- 
 

- 

Salary Sacrifice - 
 

1,280 
 

- 
 

- 

Tax refund receivable 197,014 
 

- 
 

- 
 

- 

 

12,131,111 
 

16,465,657 
 

- 
 

796 

 
       

       
The ageing of trade receivables at 30 June 2009 is detailed below       
Not past due 10,266,635 

 
7,917,218 

 
- 

 
- 

Past due 0 - 30 days 263,275 
 

5,667,629 
 

- 
 

- 

Past due 31 - 60 days 303,246 
 

35,188 
 

- 
 

- 

Past due 61 - 90 days 288,965 
 

1,019,253 
 

- 
 

- 

Past due 91 - 120 days 35,750 
 

88,599 
 

- 
 

- 

Past due 121 days (refer below) 95,542 
 

95,542 
 

- 
 

- 

11,253,414 
 

14,823,428 
 

- 
 

- 

       
The movement in allowance for doubtful debts in respect of trade receivables is detailed below    
Balance at beginning 

 

(95,542) 
 

(98,897) 
 

- 
 

- 

 - amounts received - 
 

3,355 
 

- 
 

- 

Balance at end 
 

(95,542) 
 

(95,542) 
 

- 
 

- 

  
       

Trade debtors are non-interest bearing and generally on 30 day terms.  A provision for impairment loss is recognised when there is 
objective evidence that an individual trade receivable is impaired.  A review of trade debtor balances outstanding as at 30 June 2009 
was undertaken and apart from the balances in ‘past due 121 days’, which have been fully provided for, no impairment is considered 
to exist. 

Due to the short term nature of these receivables their carrying value is assumed to approximate their fair value. 

The Company recognized an impairment loss of $98,897 in respect of a doubtful debt during the 2007 financial year. The loss was 
included as other expenses in the income statement. An amount of $3,355 was subsequently received in the financial year ended 30 
June 2008 and included in other income. The Company expects to receive further amounts in future periods when the administration 
of the company for which the debt relates is concluded. No accrual for such recovery has been made at 30 June 2009 due to the 
uncertainty involved.  
 
Amounts receivable from related entities are non-interest bearing and repayable on demand. 
 
Effective interest rates risk and credit risk – information concerning the effective interest rate and credit risk of both current and non-
current receivables is set out in the non-current receivables note 8. 
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Consolidated 

 
Parent 

   
2009 

 
2008 

 
2009 

 
2008 

       $ 
 

$ 
 

$ 
 

$ 

   

  
       

11. INVENTORIES 

 
Consumables & Stores 18,318,879 8,512,452 - - 

  
18,318,879 8,512,452 - - 

 12. OTHER CURRENT ASSETS 

 
Deposit with Vendor 792,900 

 
2,036,212 

 
- 

 
- 

 
WIP 499,582 

 
633,013 

 
- 

 
- 

 
Prepayments 668,609 

 
261,705 

 
- 

 
- 

  

1,961,091 
 

2,930,930 
 

- 
 

- 

   13. NON-CURRENT RECEIVABLES 
 

 
Loans to controlled entities - 

 
- 

 
51,032,650 

 
50,346,448 

 
Provision for diminution in value - 

 
- 

 
(17,420,087) 

 
(11,933,811) 

   

- 
 

- 
 

33,612,563 
 

38,412,637 

 
 
14. OTHER INVESTMENTS 

 Shares in public companies 2,000 
 

2,000 
 

- 
 

- 

Investment in controlled entities - 
 

- 
 

14,137,813 
 

14,137,700 

  

2,000 
 

2,000 
 

14,137,813 
 

14,137,700 

   
              

 

 
Country of % Equity Interest 

 
Investment ($’000) 

Subsidiary Entity 

 
Incorporation 2009 2008 2009 2008 

SMS Operations Pty Ltd 
 

Australia 100% 100% 12,680 12,680 

SMS Asset Holdings Pty Ltd 
 

Australia 100% 100% 1,000 1,000 

SMS Engineering Pty Ltd 
 

Australia 100% 100% 458 458 

SMS Mining Services (Canada) Inc ^ 
 

Canada 100% - - - 

Swick Mining Services (USA) Inc * 
 

USA 100% - - - 

 
14,138 14,138 

 
^: Swick Mining Services (Canada) Inc was incorporated on 17 July 2008 in the province of Ontario in Canada.  The 
company’s North American headquarters are also situated in Sudbury, Ontario.   
 
*: Swick Mining Services (Us) Inc was incorporated on 9 January 2009 in the state of Nevada.   
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Consolidated 

 
Parent 

   
2009 

 
2008 

 
2009 

 
2008 

       $ 
 

$ 
 

$ 
 

$ 

   
15. PROPERTY, PLANT AND EQUIPMENT 

Office furniture & equipment 3,341,762 2,140,483 - - 

Less: accumulated depreciation 1,050,186 367,579 - - 

2,291,576 
 

1,772,904 
 

- - 

Drilling plant & equipment 98,581,739 64,707,844 - - 

Less: accumulated depreciation 17,105,873 9,002,197 - - 

81,475,866 
 

55,705,647 
 

- - 

Leasehold improvements 2,391,325 2,192,626 - - 

Less: accumulated depreciation 292,765 151,426 - - 

2,098,561 
 

2,041,200 
 

- - 

Other plant & equipment 11,210,178 4,411,721 - - 

Less: accumulated depreciation 2,625,650 1,024,215 - - 

8,584,528 
 

3,387,506 
 

- - 

Motor vehicles 25,164,428 14,905,638 - - 

Less: accumulated depreciation 5,390,996 2,646,029 - - 

19,773,432 
 

12,259,609 
 

- - 

WDV as at 30 June 
 

114,223,963 
 

75,166,866 
 

- 
 

- 

         

         

2009   
Office 

Furniture  & 
Equipment 

Drilling Plant 
& Equipment 

Leasehold 
Improvements 

Other Plant 
& 

Equipment 

Motor 
Vehicles 

Total 

        

WDV as at 1 July 2008  1,772,904 55,705,647 2,041,200 3,387,506 12,259,609  75,166,866  
Additions  1,205,822 34,234,456 399,684 6,798,457 10,624,473  53,262,891  
Disposals  (4,543) (360,560) (200,985) - (365,683) (931,771) 
Depreciation  (682,607) (8,103,676) (141,339) (1,601,435) (2,744,967) (13,274,024) 

  

WDV as at 30 June 2009   2,291,576 81,475,866 2,098,561 8,584,528 19,773,432  114,223,963  

 
               

2008   
Office 

Furniture  & 
Equipment 

Drilling Plant 
& Equipment 

Leasehold 
Improvements 

Other Plant 
& 

Equipment 

Motor 
Vehicles 

Total 

        

WDV as at 1 July 2007  521,774 25,038,921 449,517 579,398 2,898,369  29,487,979  
Additions  1,535,898 35,574,680 1,721,565 3,389,887 11,262,803  53,484,833  
Disposals  - - - - (17,457) (17,457) 
Depreciation  (284,767) (4,907,954) (129,882) (581,780) (1,884,106) (7,788,489) 

WDV as at 30 June 2008   1,772,904 55,705,647 2,041,200 3,387,506 12,259,609  75,166,866  

 
The turmoil experienced in the global financial and commodity markets during the year was determined to be an impairment 
event and in keeping with the Group’s accounting policy an impairment review was undertaken as at year end to determine 
the extent (if any) of impairment (refer to Note 17).  This review concluded that there was no impairment. 

 
As at 30 June 2009 the Group has hire purchase liabilities of $56,810,804 which relate to drilling plant and equipment.  
Additional information on hire purchase arrangements is contained in Note 18.
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         16 Intangible asset and goodwill 

Consolidated   Goodwill   Development   
Software 

generation 
  Other Total 

 At 1 July 2007 
  Cost 566,723 - 703,926 - 1,270,649 

Accumulated amortisation - - (18,659) - (18,659) 

Net book amount at 30 June 2008 
 

566,723   -   685,267   - 1,251,990 

 
Year ended 30 June 2009 

  Opening net book amount 566,723 - 685,267 - 1,251,990 

Additions - 2,226,394 71,881 169,953 2,468,228 

Completion of project pool - - (757,148) - (757,148) 

Net book amount at 30 June 2009 566,723   2,226,394   -   169,953 2,963,070 

(a) Reconciliation of Intangible Assets 2009 

 
$ 

Goodwill 

Opening Balance: at 1 July 2008 566,723  

At 30 June 2009 566,723  

Development  

Opening Balance: at 1 July 2008 28,031  

Additions: Internal development 1,113,835 

Additions: external purchases  916,756  

At 30 June 2009 2,058,622  

  Software expenditure capitalized 

Opening Balance: at 1 July 2008 623,230  

Additions: external purchases 133,918  

Completion of project pool (757,148) 

At 30 June 2009 - 

Tooling and CAD database capitalized (Swick Engineering) 

Opening Balance: at 1 July 2008 34,008  

Additions: external purchases 133,764  

At 30 June 2009 167,772  

Intangible assets - others 

Opening Balance: at 1 July 2008  -  

Additions: external purchases 169,953  

At 30 June 2009 169,953  

TOTALS 

Opening Balance: at 1 July 2008 1,251,991  

Additions: internal development 1,113,835  

Additions: external purchases 1,354,392  

Completion of project pool (757,148) 

At 30 June 2009 2,963,070  
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Goodwill arising through business combinations have been allocated to two individual cash generating units, each of which is a 
reportable segment for impairment testing as follows: 

•  Drilling cash generating unit; and 
   

•  Engineering cash generating unit. 
    

 

    Drilling cash generating unit  

    The carrying amount of goodwill in relation to the drilling cash generating unit at 30 June 2009 is $1,251,990 (2008: $209,023).   
 
The recoverable amount of the drilling cash generating unit has been determined based on a value in use calculations using cash 
flow projections over a five year period.   
 
A pre-tax risk free discount rate of 14% was applied to the cash flow projections.  Due to the immaterial value of goodwill 
compared to segment operations a nominal growth rate of 2% was used which resulted in the impairment test being passed for 
the cash generating unit. 

 

    Assumptions from which the projections were based included current and expected market share, changes in gross margins and 
other operating expenses. 

 

    Engineering cash generating unit  

    
The carrying amount of goodwill in relation to the engineering cash generating unit at 30 June 2009 is $357,700 (2008: $357,700).  
The recoverable amount of the engineering cash generating unit has been determined based on a value in use calculations using 
cash flow projections over a five year period.   

A pre-tax risk free discount rate of 14% was applied to the cash flow projections.  Due to the immaterial value of goodwill 
compared to segment operations a nominal growth rate of 2% was used which resulted in the impairment test being passed for 
the cash generating unit. 

Assumptions from which the projections were based included current and expected market share, changes in gross margins and 
other operating expenses as well as expected future expansion in plant and equipment. 

 

    Completion of project pool  

    

Financial software developed by the Company in conjunction with a supplier has been completed during the year. The completed 
costs are included under plant and equipment as in-house software.  The costs are amortized from the date of implementation on 
a straight line basis over 2.5 years (40% per annum).  

 

    No impairment trigger events occurred during the year to warrant impairment testing on capitalised development costs. 

 

 

    Development and set up costs  

    

Development cost of $2,226,394 spent during the year related to the development of a water-hammer drilling system. These costs 
will be apportioned to the future rigs which are built utilizing the system.  
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Consolidated 
 

Parent 

   
2009 

 
2008 

 
2009 

 
2008 

       $ 
 

$ 
 

$ 
 

$ 

   

17. 
 

TRADE AND OTHER PAYABLES 
         Trade creditors 8,772,550 

 
9,713,857 

 
- 

 
- 

Accrued expenses 728,520 
 

1,545,916 
 

- 
 

- 

GST payable/(receivable) 995,113 
 

(293,556) 
 

- 
 

- 

PAYG payable 2,142,756 
 

778,721 
 

- 
 

- 

Other creditors 936,196 
 

364,029 
 

(2,763) 
 

- 

Amounts payable to related entities - 
 

8,865 
 

- 
 

- 

 

13,575,135 
 

12,117,831 
 

(2,763) 
 

- 

       
(a) Due to the short term nature of the above, their carrying value is assumed to approximate their fair value. 

(b) The Payables disclosed are unsecured. 

18. INTEREST BEARING LOANS AND BORROWINGS  

Current Liabilities 
 Bank loans  981,107 

 
- 

 
- 

 
- 

Hire Purchase Liabilities   16,071,741 
 

9,519,949 
 

- 
 

- 

  17,052,848 
 

9,519,949 
 

- 
 

- 

  
       

 Non-current Liabilities 
 Hire Purchase Liabilities   40,739,063 

 
32,548,437 

 
- 

 
- 

  40,739,063 
 

32,548,437 
 

- 
 

- 

(i)   Hire purchase liabilities generally have a lease term of 5 years with the financier having an interest in the asset until the final 
payment is made.  The average interest rate is 8.12%.  Financiers secure their interest by registering a charge over the leased assets. 

(ii)   Interest rate risk exposure: details of the Group’s exposure to interest rate changes on interest bearing liabilities are set out in note 
8. 

(iii)   Fair value disclosures: details of the fair value of interest bearing liabilities for the Group are set out in note 8. 

(iv)   Security: details of the security relating to each of the secured liabilities and further information on the bank loans are set out in note 
8. 

Assets pledged as security 
 The bank loans and overdraft are secured by a fixed and floating charge over the company's assets. 

Hire purchase liabilities are secured by the asset for which the agreement relates. 
 
Financing arrangements 

 Unrestricted access was available at the balance date to the following lines of credit: 
 
Bank overdraft facility 

        Total facilities  2,050,000 
 

50,000 
 

- 
 - 

       Unused at balance date  2,050,000 
 

50,000 
 

- 
 - 

  Business card facility 
        Total facilities  180,000 

 
- 

 
- 

 - 
       Used at balance date  180,000 

 
- 

 
- 

 - 
  

      
Bank loan facilities 
       Total facilities  43,626,017 

 
33,500,000 

 
- 

 - 
       Used at balance date  43,582,116 

 
31,351,559 

 
- 

 - 
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Consolidated 

 
Parent 

    2009  2008  2009  2008  

       $  $  $  $  
 
19.  PROVISIONS          

  Current          

  Employee Benefits  1,444,381  1,474,809  -  -  

    1,444,381  1,474,809  -  -  

            

  Non-current          

  Employee Benefits  92,233  57,660  -  -  

    92,233  57,660  -  -  

            

20.  CONTRIBUTED EQUITY          

  a) Share Capital          

  Ordinary shares, fully paid (i)  58,682,835  50,254,166  72,197,483  63,768,815  

  (i) Ordinary shares          

  Fully paid ordinary shares carry one vote per share and carry the right to dividends.  

            

  b) Movement in Ordinary Shares on Issue        

  Consolidated Entity          

  Details   Number of shares   Issue price   $ Value    

            

  30 June 2008 Balance  100,627,388    50,254,166    

  Placement  22,882,407  0.36  8,237,667    

  Less: transaction costs   -    -    

  30 June 2009 Balance  123,509,795    58,491,833    

            

  c)      Fully Paid Ordinary Shares  

  
Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the parent entity in proportion to the 
number of and amounts paid on the shares held.  

  
On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is entitled to one vote, and upon a poll 
each share is entitled to one vote.  

            

  Parent Entity          

  Details   Number of shares   Issue price   $ Value    

               

  30 June 2008 Balance  152,549,384    63,768,815    

  SI Placement  22,882,407  0.36  8,237,667    

  Less: transaction costs       191,001    

  30 June 2009 Balance  175,431,791  -  72,197,483    

            

21.  RESERVES          

  Foreign Exchange Reserve  17,998  -  -  -  

  Share based payments  487,199  622,424  487,199  622,424  

  Total Reverse  505,197  622,424  487,199  622,424  

            

  a. Employee Share Options          

    2009  2008      

  Dividend yield (%)  -  -      

  Expected volatility (%)  30%  30%      

  Risk-free interest rate (%)  7.5%  7.5%      

  Expected life of option (years)  2.4 – 3.2 years  2.4 – 3.2 years      

  Option exercise price ($)  $1.25 - $ 1.50  $1.25 - $ 1.95      

  Share Price at grant date ($)  $1.12 – $1.30  $1.12 – $1.75      
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b. Performance Rights 

     2009 
 

2008 

Dividend yield (%) - - 

Expected volatility (%) 30% 30% 

Risk-free interest rate (%) - - 

Expected life of option (years) 0.6 – 2.8 years 0.8 – 2.8 years 

Option exercise price ($) - - 

Share Price at grant date ($) $0.39 – $1.86 $1.86 

 

In May 2009, the Board resolved to cancel all classes of performance rights on issue held by the Directors (or their nominees).  A 

total of 475,000 Class A Performance Rights, 575,000 Class B Performance Rights and 575,000 Class C Performance Rights 

were cancelled as a result. 

As a consequence, at the date of this report the Company had no performance rights on issue.   

 

   
Consolidated 

 
Parent 

   
2009 

 
2008 

 
2009 

 
2008 

       $ 
 

$ 
 

$ 
 

$ 

 

22. RETAINED EARNINGS / (ACCUMULATED LOSSES) 

Balance at the beginning of the year 17,548,188 5,565,290 (17,688,080) (6,704,157) 

Cancellation of all Performance Right 
 

793,201 - 793,200 - 

Net profit/(loss) attributable to members 2,102,447 11,982,898 - (4,843,337) 

 

Total retained earnings / (accumulated 
Losses) 

 
20,443,837 17,548,188 (16,894,880) (11,547,494) 

       

 
 

23  EARNING PER SHARE 

 

   a)    Basic earnings per share (cents) 0.0138  0.0717  

 

b)    
Reconciliation of earnings used to calculate basic 
earnings per share   

 
Profit attributable to ordinary equity holders of the 
company 

$2,102,449  $10,315,230  

 
   

c)    Weighted average number of shares  152,612,076  143,956,423  

 
   

d)    Diluted earnings per share (cents) 0.0138  0.0714  

e) 
Reconciliation of earnings used to calculate diluted 
earnings per share   

 
Profit attributable to ordinary equity holders of the 
company 

$2,102,449  $10,315,230  

f) 
Weighted average number of shares used to 
calculate diluted earnings per share 

152,612,076  144,478,044  
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Consolidated 

 
Parent 

   
2009 

 
2008 

 
2009 

 
2008 

       $ 
 

$ 
 

$ 
 

$ 

   
24.RELATED PARTY TRANSACTIONS 

      

Sale to related parties:      

Interest revenue   -   -   2,691,507 3,896,869  

      

Purchases from related parties:      

Fair value adjustment on interest free loan  -   -   (8,177,782) (7,940,593)   

 

Loans to related parties:      

Advances to commonly controlled entities  -   -   686,201 38,412,637  

      

The following transactions occurred with related parties: 

(i) Loans advanced to commonly controlled entities from the Parent are non interest bearing and not repayable within the next 12 
months. 
 

The consolidated financial statements include the financial statements of Swick Mining Services Limited and the subsidiaries 
(refer list of subsidiaries at Note 14). 

 
 

25.  STATEMENT OF CASH FLOWS 

a) Reconciliation of Cash 
For the purposes of the statements of cash flows, cash includes cash on hand, cash at bank and short term deposits at call.  Cash as at the 
end of the financial period as shown in the statements of cash flows is reconciled to the related items in the statement of financial position as 
follows: 

Cash on hand and at bank 8,548,370  25,333,508  7,182,917  62,656  

8,548,370  25,333,508  7,182,917  62,656  

b) Reconciliation of Profit From Operating Activities after Income Tax to Net Cash provided by Operating Activities 

 Profit after income tax 2,102,449  10,315,230  (6,140,587) (4,843,337) 
Adjustment 

Depreciation and amortisation 13,476,872  7,785,086  
Amortisation of Employee Options & Rights 657,975  622,424  657,975  622,424  
Fair value adjustment on interest free loan  -   -   -  (3,896,869) 
(Gain) /loss on disposal of plant and equipment 64,052  (22,543)  -   -  
Interest income classified as investing cash flow (577,424) (1,020,185) (1,118)  -  
Net gain on foreign exchange reserve 17,998   -   -   -  
Discounted interest on related party loan  -   -  5,486,275  7,940,593  
 15,741,922  17,680,012  2,545  (177,189) 
Changes in assets and liabilities      

(Increase)/decrease in current receivables 3,570,013  (7,182,854) (113) 50,677  
(Increase)/decrease in inventories (9,806,427) (5,168,577)  -   -  
(Increase)/decrease in other current assets 1,931,387  (2,628,553)  -   -  
(Increase)/decrease in net deferred tax assets 1,813,929  2,132,756  (573,312) 61,103  
(Increase)/decrease in intangible assets (169,953)  -   -   -  
Increase/(decrease) in payables 1,457,304  4,757,315  (1,793) (72,434) 
Increase/(decrease) in provisions 4,145  903,339   -   -  
Increase/(decrease) in provisions from income tax payable (1,917,929) 1,122,605  (50,651) (50,260) 

       Net cash (outflow) inflow from operating activities 12,624,391  11,616,043  (623,324) (188,103) 
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Consolidated 

 
Parent 

   
2009 

 
2008 

 
2009 

 
2008 

       $ 
 

$ 
 

$ 
 

$ 

     

26.  REMUNERATION OF AUDITORS 

     

Amounts paid or payable to PKF Australia for:     

Audit and review of the Financial Report 59,616 81,626    -   -  

Other services 35,311 5,830  - - 

 94,927               87,456                  -   -  

 

27.  EVENTS AFTER BALANCE SHEET DATE 

 
There are no other matters or circumstances that have arisen since 30 June 2009 that significantly affect or may significantly 
affect: 

a) the operations of the Company; 

b) the results of the operations; or  

c) the state of affairs of the Company; 

other than the issue of 17,543,179 ordinary shares at $0.36 each pursuant to an entitlement issue prospectus dated 22 June 
2009 which raised $6,017,126 (net of costs). The offer was closed on 24 July 2009 and the funds made available to the 
Group. 

  

28.  COMMITMENTS AND CONTINGENCIES 

 
a) Expenditure Commitments 
 

a) Lease expenditure      
Finance Leases      
Less than 1 year 20,034,407  13,081,601  

 
 -   -  

1 to 2 years 19,320,869  11,721,783  
 

 -   -  

2 to 3 years 16,466,094  11,048,442  
 

 -   -  

3 to 4 years 8,534,334  9,132,362  
 

 -   -  

4 to 5 years 756,001  4,854,925  
 

 -   -  

Minimum lease payments 65,111,706  49,839,113  
 

 -   -  

Less: future finance charges (8,300,902) (7,770,727) 
 

 -   -  

Lease Liability 56,810,804  42,068,386  
 

 -   -  

     
Comprising:      
Current liability 16,071,741  7,244,752  

 
 -   -  

Non-current liability 40,739,063  34,823,634  
 

 -   -  

56,810,804  42,068,386  
 

 -   -  

 
b) Capital Commitments 
 
At 30 June 2009, the Swick Group had one (1) Reverse Circulation drill rig under construction with a third party at a total cost 
of approximately $1,178,000.  The Company is being invoiced progressively for the rig.  As at 30 June 2009, the Group had 
been invoiced but had not yet paid $700,000 towards the cost of construction of this rig. 

 
Also at 30 June 2009, the Swick Group had paid a $58,000 deposit against the purchase of an NC lathe with a balance to pay 
of $216,000 upon delivery.  Delivery was set down for July 2009. 
 

There are no contingent liabilities or contingent assets as at 30 June 2009. 
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DIRECTOR’S DECLARATION  

 

 
The directors of Swick Mining Services Limited (the Company ) declare that: 
 
(a) in the directors’ opinion the financial statements and notes on pages 26 to 51, and the remuneration 

disclosures that are contained in the Remuneration Report in the Directors’ Report, set out on pages 1 to 
16, are in accordance with the Corporations Act 2001, including: 

(i) giving a true and fair view of the company’s and the consolidated entity’s financial position as at 
30 June 2009 and of their performance, for the financial year ended on that date; and 

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

(b) the financial report also complies with International Financial Reporting Standards as disclosed in note 3; 
and 

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

 
The directors have been given the declarations by the Managing Director and Finance Director for the financial 
year ended 30 June 2009, required by Section 295A of the Corporations Act 2001. 
 
Signed in accordance with a resolution of the directors 
 

 

KENT SWICK 
MANAGING DIRECTOR 

For and on behalf of the Board of Directors of Swick Mining Services Ltd. 

Perth, Western Australia, 30 September 2009 



 

Tel: 61 8 9278 2222  |  Fax: 61 8 9278 2200  |  www.pkf.com.au 

West Australian Partnership  |  ABN 39 542 778 278 

Level 7, BGC Centre  |  28 The Esplanade  |  Perth  |  Western Australia 6000  |  Australia 

PO Box Z5066  |  St Georges Terrace  |  Perth  |  Western Australia 6831   

 

PKF Perth is a member of the PKF International Limited network of legally independent member firms. PKF Perth is also a member 

of PKF Australia Limited, a national network of legally independent firms each trading as PKF. PKF Perth does not accept 

responsibility or liability for the actions or inactions on the part of any other individual member firm or firms. 

 

Liability limited by a scheme approved under Professional Standards Legislation. 
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INDEPENDENT AUDITOR’S REPORT 
 
TO THE MEMBERS OF SWICK MINING SERVICES LIMITED 
 
Report on the Financial Report

  

 

We have audited the accompanying financial report of Swick Mining Services Limited, which comprises 
the balance sheet as at 30 June 2009, and the income statement, statement of changes in equity and 
cash flow statement for the year ended on that date, a summary of significant accounting policies and 
other explanatory notes and the directors’ declaration for both Swick Mining Services Limited and of the 
consolidated entity.  The consolidated entity comprises the entity 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 controls 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. In Note 3, the 
directors also state, in accordance with Accounting Standard AASB 101 Presentation of Financial 

Statements, that compliance with Australian Equivalents to International Financial Reporting Standards 
ensures that the financial report, comprising the financial statements and notes, complies with 
International Financial Reporting Standards.  
 

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

 

 

In conducting our audit, we have complied with the independence requirements of the Corporations Act 

2001.  
 
Auditor’s Opinion  

 

In our opinion:  
 
(a) the financial report of Swick Mining Services Limited is in accordance with the Corporations Act 

2001, including:  
 

(i) giving a true and fair view of the entity’s and consolidated entity’s financial position as at 
30 June 2009 and of its 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; and  
 
(b) the financial report also complies with International Financial Reporting Standards as disclosed in 

Note 3.
 

 

Report on the Remuneration Report 
 
We have audited the Remuneration Report included in the directors’ report for the year ended 30 June 
2009.  The directors of the company are responsible for the preparation and presentation of the 
Remuneration Report in accordance with section 300A of the Corporations Act 2001.  Our responsibility 
is to express an opinion on the Remuneration Report, based on our audit conducted in accordance with 
Australian Auditing Standards. 
 
Auditor’s Opinion 

 
In our opinion the Remuneration Report of Swick Mining Services Limited for the year ended 30 June 
2009, complies with section 300A of the Corporations Acts 2001. 
 
 
 
 
 
PKF 
Chartered Accountants 
 
 
 
 
 
 
Chris Nicoloff 
Partner 
 
 
 
Dated at Perth, Western Australia on the 30

th
 day of September 2009 




