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Directorsô Report 

The Board of Directors (Board) present their report together with the financial report of Swick Mining 

Services Limited (Swick or the Company) and its controlled entities (collectively referred to hereafter as 

the Group) for the financial year ended 30 June 2008 (Financial Year). 

Directors 

The following persons were directors of the Company throughout the entire Financial Year (unless 

otherwise stated) and up until the date of this Directorsô Report: 

Ç Andrew Simpson - Non-Executive Chairman. 

Ç Kent Swick - Managing Director. 

Ç Michael Fry - Finance Director. 

Ç John David Nixon (David Nixon) - Non-Executive Director. 

Ç Giuseppe Ariti (Joe Ariti) - Non-Executive Director.  Appointed 11 February 2008. 

Ç Phillip Locker - Non-Executive Director.  Appointed 11 February 2008. 

The following persons resigned as directors of the Company during the Financial Year: 

Ç Randal Swick - Non-Executive Director.  Appointed 24 October 2006;  Resigned 17 September 

2007. 

Ç Mark McAuliffe - Non-Executive Director.  Appointed 1 January 2007;  Resigned 14 November 

2007. 

Director Profile - Andrew Simpson (Non-Executive Chairman) 
Qualifications 

Grad Dip (Bus), MAICD 

Experience 

Mr Simpson is a Senior Marketing Executive with extensive global marketing experience in the resource 

and mining industry, including more than 30 years of international marketing and distribution of minerals 

and metals.  He is currently the Managing Director of Resource & Technology Marketing Services Pty Ltd, 

a company providing specialist marketing and business assessment advisory services to the mineral 

resources and technology industries, both in Australia and internationally.  Mr Simpson graduated from 

Curtin University holding a Graduate Diploma in Business and Administration (majoring in Marketing and 

Finance).  He has also completed the Advanced Management Program at the University of Western 

Australia and is a Member of the Australian Institute of Company Directors.  Mr Simpson was appointed 

as a director of the Company on 24 October 2006. 

Special Responsibilities 

Mr Simpson is a member of the Boardôs Remuneration Committee (Committee Chairman), Business 

Development & Marketing Committee (Committee Chairman) and Audit & Corporate Governance 

Committee. 
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Other Directorships During Last Three Years 

Company Position Period 

Vital Metals Ltd Non-Executive Director 23 February 2005 to present 

India Resources Ltd * Non-Executive Director 21 August 2006 to present 

ABM Resources NL Non-Executive Director 12 May 2007 to present 

Matilda Minerals Ltd Non-Executive Director 25 September 2007 to present 

Territory Resources Limited ^ Non-Executive Director 25 September 2007 to present 

Windimurra Vanadium Ltd Non-Executive Director 20 June 2007 to 29 February 2008 

Consolidated Minerals Ltd Non-Executive Director 16 September 2005 to 30 June 2007 

* Appointed Non-Executive Chairman on 11 February 2008;  ^ Appointed Non-Executive Chairman on 24 June 2008. 

Director Profile - Kent Swick (Managing Director) 
Qualifications 

B.Eng. (Mech) 

Experience 

Mr Swick is a Mechanical Engineer with 20 years experience in civil construction, mining maintenance 

and surface and underground mineral drilling.  He was previously employed by Atlas Copco Australia as a 

Maintenance Engineer managing underground maintenance, where he developed a strong understanding 

of underground mining methods and equipment.  Mr Swick was the driving technical force behind the 

design of the Companyôs innovative underground diamond drill rig and award winning surface reverse 

circulation drill rig.  He graduated from the University of Western Australia holding a Bachelor of 

Engineering (majoring in Mechanical Engineering).  Mr Swick was appointed as a director of the 

Company on 24 October 2006. 

Special Responsibilities 

Mr Swick is a member of the Boardôs Business Development & Marketing Committee, Engineering 

Committee and Operations Committee. 

Director Profile - Michael Fry (Finance Director) 
Qualifications 

B.Com 

Experience 

Mr Fry is a qualified Chartered Accountant with over 17 years experience in the areas of accounting and 

corporate advice, having worked for both KPMG (Perth) and Deloitte Touche Tohmatsu (Melbourne).  

Upon leaving Deloitte, Mr Fry joined boutique corporate advisory practice Troika Securities Ltd (Perth) as 

a Senior Corporate Advisor.  More recently, he has specialised in the provision of high-level corporate 

advice to both listed and unlisted companies.  He graduated from the University of Western Australia 

holding a Bachelor of Commerce (majoring in Accounting and Finance).  Mr Fry was appointed as a 

director of the Company on 24 October 2006. 
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Special Responsibilities 

Mr Fry is a member of the Boardôs Business Development & Marketing Committee and Continuous 

Improvement Committee. 

Director Profile - David Nixon (Non-Executive Director) 
Qualifications 

B.Sc. Eng (Mech), MAICD 

Experience 

Mr Nixon is a Mechanical Engineer with over 40 years experience in the mining and construction 

industries in Southern Africa, Australia, New Zealand, Canada and Indonesia.  He was a founding 

executive of Signet Engineering in 1990 and a director until its acquisition by Fluor Australia in 1996, 

following which he was the project director for the Fluor-SKM joint venture at the $1 billion BHP Billiton 

Iron Ore Asset Development projects.  Mr Nixon graduated from the University of Natal (South Africa) 

holding a Bachelor of Science (Mechanical Engineering) degree and is a member of the Australian 

Institute of Company Directors.  Mr Nixon was appointed as a director of the Company on 1 January 

2007. 

Special Responsibilities 

Mr Nixon is a member of the Boardôs Audit & Corporate Governance Committee and Engineering 

Committee (Committee Chairman). 

Other Directorships During Last Three Years 

Company Position Period 

Atlas Iron Ltd * Non-Executive Director 30 May 2006 to present 

Moly Mines Ltd Non-Executive Director 10 June 2008 to present 

* Appointed Non-Executive Chairman on 8 February 2008. 

Director Profile - Joe Ariti (Non-Executive Director) 
Qualifications 

B.Sc, Dip Min. Sci. (Murdoch), MBA (Edinburgh), MAusIMM 

Experience 

Mr Ariti is a Metallurgist with over 25 years experience in technical, management and executive roles in 

assessing, developing and managing mining projects and companies in Australia and overseas.  He has 

been involved in the development and management of both open cut and underground mining projects in 

Australia, Africa, Indonesia and Papua New Guinea.  Mr Ariti holds a Bachelor of Science and Diploma in 

Mineral Science from Murdoch University and a Masters Degree in Business Administration from the 

Edinburgh Business School (UK) and is a member of the Australasian Institute of Mining and Metallurgy.  

Mr Ariti was appointed as a director of the Company on 11 February 2008. 
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Special Responsibilities 

Mr Ariti is a member of the Boardôs Remuneration Committee, Audit & Corporate Governance Committee 

(Committee Chairman), Operations Committee and Continuous Improvement Committee (Committee 

Chairman). 

Other Directorships During Last Three Years 

Company Position Period 

Azumah Resources Limited Non-Executive Director 13 September 2007 to present 

ABM Resources NL Non-Executive Director 31 July 2008 to present 

Territory Resources Limited Non-Executive Director 13 August 2008 to present 

Firestone Energy Limited (formerly 

Centralian Minerals Limited) 

Director 29 April 2004 to 16 December 2005 

Director Profile - Phillip Lockyer (Non-Executive Director) 
Qualifications 

Dip Met., Assoc Min Eng, M.Min Econs 

Experience 

Mr Lockyer is a Mining Engineer and Metallurgist who has over 40 years experience in the mineral 

industry, with a focus on gold and nickel in both underground and open pit operations.  He was employed 

by WMC Resources for 20 years and as General Manager for Western Australia was responsible for that 

Company's nickel division and gold operations.  Mr Lockyer also held the position of Director Operations 

for Dominion Mining Limited and Resolute Limited.  He holds a Diploma of Metallurgy from the Ballarat 

School of Mines, an Associateship of Mining Engineering from the Western Australian School of Mines 

and a Masters of Minerals Economics from Curtin University.  Mr Lockyer was appointed as a director of 

the Company on 11 February 2008. 

Special Responsibilities 

Mr Lockyer is a member of the Boardôs Operations Committee (Committee Chairman) and Continuous 

Improvement Committee. 

Other Directorships During Last Three Years 

Company Position Period 

Perilya Ltd Non-Executive Director 19 November 2003 to present 

Focus Minerals Ltd Non-Executive Director 7 December 2005 to present 

St Barbara Ltd Non-Executive Director 19 December 2006 to present 

AMMTEC Ltd Non-Executive Chairman 15 February 2005 to 23 October 2007 

Jubilee Mines Ltd Non-Executive Director 19 May 2004 to 12 May 2008 
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Company Secretary Profile - Jason Giltay 
Qualifications 

B.Com, Grad Dip (HRM) 

Experience 

Mr Giltay is an experienced Corporate Advisor who has provided strategic and corporate advice to 

companies in the resources and mining sector for the last seven years.  He graduated from the University 

of Western Australia holding a Bachelor of Commerce (Triple Major in Finance, Marketing & General 

Management) and a Post Graduate Diploma in Human Resource Management.  Mr Giltay was appointed 

as Company Secretary on 1 December 2006. 

Board Committees 

The Board has established a number of committees to assist the Board in fulfilling its responsibilities in a 

number of key areas.  The current membership of these committees is as follows: 

Ç Audit & Corporate Governance Committee - Joe Ariti (Non-Executive Director), Andrew Simpson 

(Non-Executive Chairman) and David Nixon (Non-Executive Director). 

Ç Remuneration Committee - Andrew Simpson (Non-Executive Chairman), Joe Ariti (Non-Executive 

Director) and Jason Giltay (Company Secretary). 

Ç Engineering Committee - David Nixon (Non-Executive Director), Kent Swick (Managing Director) 

and Leon Naude (Engineering Manager). 

Ç Business Development & Marketing Committee - Andrew Simpson (Non-Executive Chairman), 

Kent Swick (Managing Director), Michael Fry (Finance Director), Jason Giltay (Company 

Secretary) and Geoff Muir (Business Development Manager). 

Ç Operations Committee - Phillip Lockyer (Non-Executive Director), Joe Ariti (Non-Executive 

Director), Kent Swick (Managing Director) and Brian Praetz (Chief Operating Officer). 

Ç Continuous Improvement Committee - Joe Ariti (Non-Executive Director), Phillip Lockyer (Non-

Executive Director), Michael Fry (Finance Director), Brian Praetz (Chief Operating Officer), 

Kathryn Crockett (Contracts Administration Manager), David Rankin (Continuous Improvement 

Manager), Serena Fitzpatrick (Training & Development Manager) and Chris Glenn (Underground 

Diamond Drilling Supervisor). 

Further details of the scope, responsibilities and membership of these committees are set out in the 

Corporate Governance Statement. 
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Board & Board Committee Meetings        

The number of meetings of the Board and Board committees held during the Financial Year, and the 

number of those meetings attended by each director, were as follows: 

 Board Audit & CG Remuneration BD & 

Marketing 

Engineering 

Director Held Attend Held Attend Held Attend Held Attend Held Attend 

A Simpson 12 11 4 3 2 2 4 4 N/A N/A 

K Swick 12 11 N/A N/A N/A N/A 4 4 10 9 

M Fry 12 12 1 1 N/A N/A 4 4 N/A N/A 

D Nixon 12 12 3 1 1 - N/A N/A 10 10 

J Ariti 5 5 3 3 1 1 N/A N/A N/A N/A 

P Lockyer 5 3 N/A N/A N/A N/A N/A N/A N/A N/A 

R Swick 3 2 N/A N/A N/A N/A 1 1 2 1 

M McAuliffe 4 4 1 1 1 1 N/A N/A N/A N/A 

The Operations Committee and Continuous Improvement Committee were established following the end 

of the Financial Year and therefore no meetings were held during the Financial Year. 

Directorsô Interests in Securities        

The relevant interest of each director in the share capital of the Company at the date of the Directorsô 

Report is as follows:       

  Performance Rights 

Director FPO Shares Class A Class B Class C 

A Simpson 550,000 75,000 75,000 75,000 

K Swick 26,364,820 200,000 200,000 200,000 

M Fry 2,000,000 150,000 150,000 150,000 

D Nixon 50,000 50,000 50,000 50,000 

J Ariti - - - - 

P Lockyer 20,000 - - - 

The Company proposes to issue 50,000 Class B Performance Rights and 50,000 Class C Performance 

Rights to each of Messrs Ariti and Lockyer under the Directorsô Share Incentive Plan, subject to 

shareholder approval at the Companyôs 2008 annual general meeting. 
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Principal Activity 

The principal activity of the Company during the Financial Year was the provision of mineral drilling 

services to the Australian mining industry, primarily in the areas of underground diamond drilling, 

underground longhole drilling, surface diamond drilling and surface reverse circulation drilling.  There 

were no significant changes in the nature of the principal activity during the Financial Year. 

Review of Operations 

The Companyôs objectives during the Financial Year were to continue the growth of the cornerstone 

underground diamond drilling division through further penetration of the Australian market and establish a 

stronger presence in the surface drilling market through the expansion of the surface reverse circulation 

and surface diamond drilling divisions.  During the course of the Financial Year, the Company increased 

its commissioned rig fleet by 20 rigs from 29 rigs to 49 rigs at yearôs end.  The large majority of the 

Companyôs mineral drilling revenue, approximately 75%, was generated by the underground diamond 

drilling division. 

The Company is focused on providing a high quality mineral drilling service that delivers superior 

productivity, safety and versatility through innovative rig design, highly trained and motivated personnel 

and professional drilling practices.  The Companyôs ability to develop innovative rig designs that deliver 

superior productivity, safety and versatility, the best example of which is the underground diamond drill 

rig, continues to present strong growth opportunities in all divisions and attracts the larger mining houses 

who offer improved security of income. 

Demand for mineral services throughout the Financial Year remained strong.  The Australian mining 

industry is currently experiencing significant demand for its product.  The rising demand has seen 

commodity prices increase significantly after a decade of depressed prices and under-investment in new 

mines and infrastructure.  Despite recent significant pullbacks in some commodity prices, the Company 

believes that demand for mineral drilling services will remain strong in FY09.  Importantly, the Companyôs 

revenue is generated across a number of different commodities and predominantly at brownfields sites 

(ie, existing minesites) which are less affected by fluctuations in commodity prices and cycles than 

greenfields sites (ie, exploration projects). 

Review of Results 

The revenue from ordinary activities of the Group for the Financial Year was $84.2 million, up 109% from 

the revenue from ordinary activities of the previous year (2007: $40.2 million) and up 121% from the 

normalised revenue of the previous year (2007: $38.1 million). 

The net profit after tax from ordinary activities of the Group for the Financial Year was $10.3 million, up 

92% from the net profit after tax from ordinary activities of the previous year (2007: $5.4 million) and up 

164% from the normalised net profit after tax of the previous year (2007: $3.9 million). 

Earnings per share for the Financial Year were 7.17 cents (basic) and 7.14 cents (diluted) (2007: basic 

and diluted 5.48 cents; and 3.98 cents normalised). 

The net assets of the Group as at 30 June 2008 were $68.4 million (2007: $31.0 million). 

The results for the Financial Year were in line with the forecasts previously announced to the market and 

continue to highlight the Companyôs ability to deliver year-on-year revenue growth of approximately 

100%.  The growth in revenue and profits has been driven by the on-going investment in new drilling 

equipment to satisfy strong demand for the Companyôs mineral drilling services.  The on-going investment 

in new drilling equipment also positions the Company for strong revenue and profit growth in future 

financial years. 
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Significant Changes in State of Affairs 

Significant changes in the state of affairs of the Group during the Financial Year were as follows: 

Ç In July 2007, the Company acquired the assets and business of Perth based machining shop 

Eaton Engineers for a cash consideration of $440,000 to expedite the development of a new in-

house engineering department at the Companyôs South Guildford workshop facilities. 

Ç The Group secured new mineral drilling contracts with a number of major mining houses, 

including Barrick, Jubilee Mines (now owned by Xstrata) and OZ Minerals. 

Ç The Company approved the build of four new rigs for the surface reverse circulation drilling 

division and continued with its 45 rig build program for the underground diamond drilling division. 

Ç In August 2007, a total of 3,250,000 options were issued to employees of the Group pursuant to 

the Companyôs Employee Share Option Plan.  These options are exercisable on or before 30 

November 2009 (and not before 30 June 2009) at an exercise price of $1.25.  A total of 250,000 

of these options have subsequently expired as a result of employees ceasing employment with 

the Group. 

Ç In October 2007, the Company completed a placement of 19.89 million shares to institutional and 

sophisticated investors at $1.42 per share, raising $28.25 million before costs, to fund the 

Companyôs rig build programs.  The Swick family also elected to reduce its holding in the 

Company by a total of 28 million shares via a share sale undertaken simultaneously with the 

placement at $1.42 per share. 

Ç In August 2007, a total of 200,000 options were issued to an employee of the Group pursuant to 

the Companyôs Employee Share Option Plan.  These options are exercisable on or before 30 

November 2010 (and not before 30 June 2010) at an exercise price of $1.95. 

Ç In December 2007, the Company issued to specified directors a total of 475,000 in each class of 

performance rights (ie, Class A, Class B and Class C) following the approval of the issue at the 

Companyôs annual general meeting in November 2007. 

Ç In March 2008, a total of 75,000 options were issued to an employee of the Group pursuant to the 

Companyôs Employee Share Option Plan.  These options are exercisable on or before 31 

December 2010 (and not before 30 June 2010) at an exercise price of $1.25. 

Ç In April 2008, the Company announced the appointment of Mr Brian Praetz in the newly created 

role of Chief Operating Officer. 

Ç In May 2008, the Company announced the appointment of Mr William Gove in the newly created 

role of General Manager (North America) as part of the Companyôs strategy to expand its 

underground diamond drilling services into North America, with an initial focus on Canada. 

Ç In June 2008, the Company approved the build of four new multi-purpose rigs, capable of both 

surface reverse circulation and surface diamond drilling, with KWL Boart Longyear to facilitate the 

establishment of a new surface multi-purpose drilling division. 

Significant Events Subsequent to Balance Date 

Significant events subsequent to the balance date were as follows: 

Ç In July 2008, a total of 300,000 options were issued to an employee of the Group pursuant to the 

Companyôs Employee Share Option Plan.  These options are exercisable on or before 31 March 

2011 (and not before 30 September 2010) at an exercise price of $1.25. 

Ç In August 2008, the Company approved the build of an additional four new multi-purpose rigs, 

taking the surface multi-purpose fleet to eight rigs. 

Ç In September 2008, a total of 200,000 options were issued to an employee of the Group pursuant 

to the Companyôs Employee Share Option Plan.  These options are exercisable on or before 31 

July 2011 (and not before 31 July 2010) at an exercise price of $1.50. 
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Future Developments      

The 2009 financial year offers further opportunities for the Company to build its presence in the 

underground diamond drilling sector, both in Australia and Canada.  On-going rig build programs and a 

strengthened business development focus will assist in capitalising on these opportunities. 

In addition, the Company will focus on growing its surface reverse circulation, surface diamond and 

surface multi-purpose drilling divisions, supported by additional rig build programs.  The Company 

believes that the iron ore market in Western Australia offers significant potential for growth, particularly for 

the Companyôs award winning surface reverse circulation drill rigs. 

Environmental Regulations        

In the course of its drilling activities, the Group is required to adhere to environmental regulations 

imposed on it by various regulatory authorities, particularly those regulations relating to ground 

disturbance and the protection of rare and endangered flora and fauna. From time to time, compliance 

with these environmental regulations is audited by client personnel where deemed necessary to do so by 

the client.  

The Group has not received any notification from any regulatory authority or client of any breaches of 

environmental regulations and to the best of its knowledge has complied with all material environmental 

requirements up to the date of the Directorsô Report. 

Dividends 

No dividends were paid to shareholders or recommended or declared for payment to shareholders by the 

Group during the Financial Year. 

Options & Interests 

Options on Issue at date of Directorsô Report 

As at the date of the Directorsô Report, the following options were on issue: 

Issuer Number Issue Price Exercise 

Price 

Vesting Date Expiry Date Share Type 

Company 3,000,000 - $1.25 30 June 2009 30 Nov 2009 FPO Shares 

Company 200,000 - $1.95 30 June 2010 30 Nov 2010 FPO Shares 

Company 75,000 - $1.25 30 June 2010 31 Dec 2010 FPO Shares 

Company 300,000 - $1.25 30 Sep 2010 31 Mar 2011 FPO Shares 

Company 200,000 - $1.50 31 July 2010 31 July 2011 FPO Shares 

The holders of options have no rights to participate in any share issue or interest issue of the Company.  

No options were exercised during the Financial Year or subsequent to the end of the Financial Year.  A 

total of 250,000 of the 30 November 2009 options had expired as at the date of the Directorsô Report (ie, 

of 3.25 million issued). 

Performance Rights on Issue at date of Directorsô Report 

As at the date of the Directorsô Report, the Company had on issue 475,000 Class A Performance Rights, 

475,000 Class B performance rights and 475,000 Class C performance rights.  Each performance right 

will vest as one fully paid ordinary share subject to the satisfaction of certain performance criteria.  Details 

of the terms and conditions of the performance rights are set out in the Remuneration Report. 

Performance rights were issued for nil consideration.  The holders of performance rights have no rights to 

participate in any share issue or interest issue of the Company.  No performance rights vested during the 

Financial Year or subsequent to the end of the Financial Year. 
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Proceedings on Behalf of the Group        

No person has applied for leave of Court to bring proceedings on behalf of the Group or intervened in any 

proceedings to which the Group is a party for the purpose of taking responsibility on behalf of the Group 

for all or any part of those proceedings. 

The Group was not a party to any such proceedings during the Financial Year. 

Non-Audit Services 

The Company may decide to employ its auditor PKF on assignments additional to their statutory audit 

duties where the auditorôs expertise and experience with the Company and/or Group are important. 

Details of the amount paid or payable to the auditor for the audit and non-audit services provided during 

the year are set out in note 24 to the Financial Statements. 

The Board has considered the position and, in accordance with the advice received from the Audit & 

Corporate Governance Committee, is satisfied that the provision of the non-audit services is compatible 

with the general standard of independence for auditors imposed by the Corporations Act 2001.  The 

Board is satisfied that the provision of non-audit services by the auditor did not compromise the auditor 

independence requirements of the Corporations Act 2001 for the following reasons: 

Ç All non-audit services have been reviewed by the Audit & Corporate Governance Committee to 

ensure they do not impact the impartiality and objectivity of the auditor. 

Ç None of the services undermine the general principles relating to auditor independence as set out 

in Professional Statement APES110, including reviewing or auditing the auditorôs own work, 

acting in a management or a decision-making capacity for the Group, acting as advocate for the 

Group or jointly sharing economic risk and rewards. 

Auditor Independence 

The Board received the attached independence declaration from the auditor of the Company and its 

controlled entities which forms part of the Directorsô Report. 

Indemnification & Insurance of Officers & Auditors       

During the Financial Year, the Group has paid a premium in respect of insuring the directors and officers 

of the Group.  The terms of the premium paid are commercial in confidence and therefore have not been 

disclosed. 
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Remuneration Report 

The Remuneration Report details the nature and amount of remuneration for each Director of the 

Company and each key Manager of the Group with the greatest authority for the strategic direction and 

management of the entity. 

Remuneration Policy 

The remuneration policy of the Group is designed to align the interests of Directors and Management with 

the interests of shareholders and the Companyôs objectives by providing a fixed remuneration component 

and offering specific long-term incentives linked to performance.  The Board believes that the 

remuneration policy is appropriate and effective in its ability to attract, retain and motivate suitably 

qualified and experienced Directors and Management to direct and manage the Groupôs business and 

corporate activities, as well as to create goal congruence with the Companyôs shareholders. 

Specifically, the remuneration policy has been put in place to ensure that: 

a) remuneration practices and systems support the Groupôs wider objectives and strategies; 

b) remuneration of Directors and Management is aligned to the long-term interests of shareholders 

within an appropriate control framework; 

c) remuneration of Directors and Management reflects their duties and responsibilities; 

d) remuneration of Directors and Management is comparative and competitive, thereby attracting, 

retaining and motivating suitably qualified and experienced people; and 

e) there is a clear relationship between performance and remuneration. 

During the past five financial years, the Company (including its predecessors) has consistently delivered 

year-on-year revenue growth of approximately 100% and similarly significant increases in net profit.  The 

Company delivered outstanding growth in revenue and profit for the Financial Year, underpinned by its 

ability to develop innovative drill rigs, deliver a highly professional service and attract and retain 

experienced and qualified personnel at both a management and operational level.  The Company 

believes its remuneration policy has been effective in attracting and retaining Directors and Management 

capable of determining and delivering upon the strategies which have generated outstanding growth for 

the Company. 

Remuneration Committee 

The Board has established a Remuneration Committee to assist the Board in fulfilling its responsibilities 

in relation to developing and assessing the Groupôs remuneration policies to ensure that remuneration is 

sufficient and reasonable and that its relationship to performance is clear.  The primary objectives of the 

Remuneration Committee are to develop remuneration policies for the Group that are appropriate to the 

organisation with respect to its size, peers and market conditions, and to recommend remuneration 

packages and incentive schemes for Directors and Management, and remuneration packages for Non-

Executive Directors, that motivate and reward performance, attract and retain quality people, and align 

interests with those of shareholders. 

Remuneration Structure - Non-Executive Directors 
Objective 

The Board seeks to set remuneration for Non-Executive Directors at a level which provides the Company 

with the ability to attract and retain suitably qualified and experienced directors, whilst incurring a cost 

which is acceptable to shareholders.  Non-Executive Directors should be adequately remunerated for 

their time and effort and the risks inherently involved with holding such a position. 
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Structure 

The Companyôs Constitution and the ASX Listing Rules specify that the remuneration of Non-Executive 

Directors shall be determined from time to time by shareholders at general meeting.  The latest 

determination was at a general meeting held on 8 June 2007, when shareholders approved to increase 

the maximum aggregate remuneration by $150,000 to $300,000 per annum. 

Specific remuneration levels for Non-Executive Directors are reviewed at least annually by the 

Remuneration Committee.  The Remuneration Committee provides recommendations for the 

remuneration of Non-Executive Directors, including the Chairman, and the Board is then responsible for 

ratifying the recommendations, if appropriate.  As at the date of the Directorsô Report, remuneration for 

Non-Executive Directors was set at $50,000 per annum plus superannuation, with remuneration for the 

Non-Executive Chairman set at $75,000 per annum plus superannuation. 

Non-Executive Directors are eligible to participate in the Companyôs 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 Companyôs cash position. 

Board operating costs do not form part of Non-Executive Directorsô remuneration. 

Remuneration Structure - Executive Directors & Management 
Objective 

The remuneration for Executive Directors and Management is designed to promote superior performance 

and long-term commitment to the Company.  The Board aims to reward Executive Directors and 

Management with a level and mix of remuneration commensurate with their position and responsibilities 

within the Group. 

The Companyôs remuneration policy for Executive Directors and Management reflects its commitment to 

align remuneration with shareholdersô interests and to retain appropriately qualified executive talent for 

the benefit of the Group.  The principles of the policy are: 

1) to provide rewards that reflect the competitive market in which the Company operates;  

2) individual reward should be linked to performance criteria; and  

3) executives should be rewarded for both financial and non-financial performance. 

Structure 

Remuneration for Executive Directors and Management may comprise fixed and variable remuneration 

components.  Remuneration is reviewed at least annually by the Remuneration Committee.  The 

Remuneration Committee provides recommendations for the remuneration of Executive Directors and 

Management and the Board is then responsible for ratifying the recommendations, if appropriate.  

Remuneration packages for Executive Directors and Management currently comprise a base salary and 

superannuation (fixed components), and may also include cash bonuses and securities (variable, 

performance based components). 
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In determining individual remuneration packages, the Remuneration Committee reviews the individualôs 

specific role and responsibilities (as set out in their job description) and their remuneration relative to their 

position within the Group and with positions in comparable companies through the use of market data and 

surveys.  Where appropriate, a package may be adjusted to reflect the role, responsibilities and 

importance of that position and to keep pace with market trends and ensure continued remuneration 

competitiveness.  In conducting a comparative analysis, the Groupôs expected performance for the year is 

considered in the context of the Groupôs capacity to fund remuneration budgets.  From time to time, a 

review of the total remuneration package by an independent remuneration consultant may be undertaken 

to provide an independent reference point. 

Fixed Remuneration 

The components of the fixed remuneration of Executive Directors and Management are determined 

individually and may include: 

a) cash remuneration; 

b) superannuation; 

c) accommodation and travel benefits; and 

d) motor vehicle, parking and other benefits. 

Variable Remuneration 

The components of the variable remuneration of Executive Directors and Management are determined 

individually and may include: 

a) short term incentives - Executive Directors and Management are eligible to participate in a cash 

bonus if so determined by the Remuneration Committee and the Board; and 

b) long term incentives - Executive Directors and Management are eligible to receive shares, 

performance rights and options if so determined by the Remuneration Committee and the Board. 

Key Management 

The key Management personnel of the Group, who are also the highest paid executives of the Group, 

are: 

Ç Kent Swick - Managing Director. 

Ç Michael Fry - Finance Director. 

Ç Brian Praetz - Chief Operating Officer. 

Ç Leon Naude - Engineering Manager. 

Ç Geoff Muir - Business Development Manager (formerly Operations Manager Region West). 

Ç Glenn Blackley - Operations Manager Longhole. 

Ç Martin Jeffrey - Operations Manager Region East. 

Brian Praetz commenced employment in the new position of Chief Operating Officer on 7 April 2008.  

Geoff Muir transferred to the new position of Business Development Manager on 16 June 2008. 
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Employment Contracts 

As at the date of the Financial Report, the Group had entered into employment contracts with the 

following Directors: 

Kent Swick 

The key terms of Mr Swickôs current service agreement are as follows: 

Ç The service arrangement commenced 1 July 2006 and continues until terminated. 

Ç Remuneration paid under the service agreement is required to be reviewed annually by the 

Remuneration Committee. 

Ç If the service agreement is terminated without cause, Mr Swick must be paid one monthôs 

remuneration for each full year, or pro rata for each part year, of service to the Group from 1 July 

2006. 

Ç If the service agreement is terminated as a result of a change in control, Mr Swick must be paid 

twelveôs monthôs remuneration (provided that any such additional amount shall, at all times, be 

limited to the maximum extent permitted by the ASX Listing Rules). 

Michael Fry 

The key terms of Mr Fryôs current service agreement are as follows: 

Ç The service arrangement commenced 1 July 2006 and continues until terminated. 

Ç Remuneration paid under the service agreement is required to be reviewed annually by the 

Remuneration Committee. 

Ç If the service agreement is terminated without cause, Mr Fry must be paid one monthôs 

remuneration for each full year, or pro rata for each part year, of service to the Group from 1 July 

2006. 

Ç If the service agreement is terminated as a result of a change in control, Mr Fry must be paid 

twelveôs monthôs remuneration (provided that any such additional amount shall, at all times, be 

limited to the maximum extent permitted by the ASX Listing Rules). 

There are no other contracts to which a Director is a party or under which a Director is entitled to a benefit 

other than as disclosed in the Directorsô Report or the Financial Statements. 

Key Management are employed under employment agreements that continue until terminated, provide for 

annual reviews of remuneration and provide for four weeks notice of termination. 



Directorsô Report 
For the financial year ended 30 June 2008    SWICK MINING SERVICES LIMITED 

 

16 

 

Employee Share Option Plan 

The Company has adopted an Employee Share Option Plan (ESOP).  The objective of the ESOP is to 

provide the Company with a remuneration mechanism, through the issue of options in the capital of the 

Company, to motivate and reward the performance of its employees. 

Director Share Incentive Plan 

The Company has adopted a Directorsô Share Incentive Plan (DSIP).  The objective of the DSIP is to 

provide the Company with a remuneration mechanism, through the issue of securities in the capital of the 

Company, to motivate and reward the performance of its directors. 

Options Issued to Management 

During the Financial Year, the key Management personnel of the Group listed below were issued options 

by the Company pursuant to the ESOP: 

Name Number Exercise 

Price 

Vesting Date Expiry Date Share Type 

Brian Praetz * 300,000 $1.25 30 Sep 2010 31 Mar 2011 FPO Shares 

Leon Naude 125,000 $1.25 30 June 2009 30 Nov 2009 FPO Shares 

Geoff Muir 200,000 $1.25 30 June 2009 30 Nov 2009 FPO Shares 

Glenn 

Blackley 

200,000 $1.25 30 June 2009 30 Nov 2009 FPO Shares 

Martin Jeffrey 200,000 $1.25 30 June 2009 30 Nov 2009 FPO Shares 

* The options held by Brian Praetz were issued in July 2008 subsequent to the end of the Financial Year, however, 

for accounting purposes, the grant of the options was taken to have occurred during the Financial Year. 

The options were issued under the ESOP to provide an incentive component in the remuneration 

package of the key Managers with the aim of further motivating and rewarding the performance of the key 

Managers in managing the operations and strategic direction of the Company. 

Performance Rights Issued to Directors 

During the Financial Year, the Directors of the Company listed below were issued performance rights by 

the Company pursuant to the DSIP: 

Name Class A Class B Class C Total Share Type 

Kent Swick 200,000 200,000 200,000 600,000 FPO Shares 

Michael Fry 150,000 150,000 150,000 450,000 FPO Shares 

Andrew Simpson 75,000 75,000 75,000 225,000 FPO Shares 

David Nixon 50,000 50,000 50,000 150,000 FPO Shares 

Class A Performance Rights accrue upon the release of the Companyôs audited financial report for the 

2008 financial year evidencing that the Company has achieved normalised earnings before interest, tax, 

depreciation and amortisation (EBITDA) for the 2008 financial year of at least $25 million and shall vest 

on the day immediately following the day the Company holds its 2008 annual general meeting. 

Class B Performance Rights accrue on the release of the Companyôs audited financial report for the 2009 

financial year evidencing that the Company has achieved normalised EBITDA for the 2009 financial year 

of at least $40 million and shall vest on the day immediately following the day the Company holds its 2009 

annual general meeting. 
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Class C Performance Rights accrue on the release of the Companyôs audited financial report for the 2010 

financial year evidencing that the Company has achieved normalised EBITDA for the 2010 financial year 

of at least $55 million and shall vest on the day immediately following the day the Company holds its 2010 

annual general meeting. 

If the milestones for the Class A or Class B Performance Rights are not satisfied in accordance with the 

above criteria, the milestones may be satisfied by the Company achieving normalised EBITDA for the 

next financial year of at least $44 million (in the 2009 financial year) or $60.5 million (in the 2010 financial 

year), being an amount which is 10% greater than the milestone EBITDA figure for that particular financial 

year. 

Participating Directors must remain a Director of the Company throughout the vesting period for the 

Performance Rights to vest on the vesting date. 

The performance rights were issued under the DSIP to provide a performance-linked incentive 

component in the remuneration package of the Directors with the aim of further motivating and rewarding 

the performance of the Directors in managing the operations and strategic direction of the Company and 

achieving specified profit performance milestones within a specified performance period. 

The number of performance rights issued and their terms and conditions, including the profit performance 

milestones, were approved by the Board following recommendations made by the Companyôs 

Remuneration Committee.  In making its recommendations, the Remuneration Committee considered the 

increases in EBITDA that must be achieved above and beyond the Companyôs internal EBITDA forecasts 

at the date of the recommendations (ie, ñstretchò targets) in order for the profit performance milestones to 

be met. 
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Remuneration for FY08 

 Short Term Benefits Post Employment Benefits Equity Based Payments Total 

 Salary 

& Fees 

Bonus Non 

Cash 

Other Super/ 

Pensio

n 

Other Termin

-ation 

Shares Rights Option

s 

 

Directors 

Andrew Simpson 65,813 - - - 5,923 - - - 49,500 - 121,236 

David Nixon 48,958 - - - - - - - 33,000 - 81,958 

Joe Ariti 
1 

18,269 - - - 1,644 - - -  - 19,913 

Phil Lockyer 
1 

- - - - - - - -  - - 

Randal Swick 
2 

8,658 - - - - - - -  - 8,658 

Mark McAuliffe 
3 

16,407 - - - 1,476 - - -  - 17,883 

Management 

Kent Swick 348,623 - - 3,454 31,376 - - - 132,000 - 515,453 

Michael Fry 200,000 - - - 18,000 - - - 99,000 - 317,000 

Brian Praetz 
4 

55,310 - - - 4,977 - - - - 83,400 143,687 

Leon Naude 175,000 - - - 15,750 - - - - 27,875 218,625 

Geoff Muir 164,721 - - - 14,824 - - - - 44,600 224,145 

Glenn Blackley 164,711 - - 6,172 14,824 - - - - 44,600 230,307 

Martin Jeffrey 164,711 - - 5,794 14,740 - - - - 44,600 229,845 

Notes:  1 - Commenced 11 February 2008.  2 - Resigned 17 September 2007.  3 - Resigned 14 November 2007.  4 - 

Commenced 7 April 2008.  The options held by Brian Praetz were issued in July 2008 subsequent to the end of the 

Financial Year, however, for accounting purposes, the grant of the options was taken to have occurred during the 

Financial Year and therefore the value of the options has been included in the remuneration for FY08. 

The relative proportion of remuneration related to performance, through the issue of performance rights to Directors, 

is:  Andrew Simpson - 40.8%; David Nixon - 40.3%; Kent Swick - 25.6%; and Michael Fry - 31.2%.  The percentage 

of remuneration that consists of options is:  Brian Praetz - 58%; Leon Naude - 12.7%; Geoff Muir - 19.9%; Glenn 

Blackley - 19.4%; and Martin Jeffrey - 19.4%. 

Remuneration for FY07 

 Short Term Benefits Post Employment Benefits Equity Based Payments Total 

 Salary 

& Fees 

Bonus Non 

Cash 

Other Super/ 

Pensio

n 

Other Termin

-ation 

Shares Rights Option

s 

 

Directors 

Andrew Simpson 
5
 47,437 - - - - - - - - - 47,347 

David Nixon 
6 

20,000 - - - - - - - - - 20,000 

Randal Swick 
5
 26,667 - - - - - - -  - 26,667 

Mark McAuliffe 
6
 18,641 - - - 1,678 - - -  - 20,319 

Management 

Kent Swick 
5
 176,653 - - 4,609 15,899 - - - - - 197,161 

Michael Fry 
5
 98,076 - - - 8,827 - - - - - 106,903 

Leon Naude 
7 

16,827 - - - 1,514 - - - - - 18,341 

Geoff Muir 146,114 - - - 13,150 - - - - - 159,264 

Glenn Blackley 145,192 - - - 13,068 - - - - - 158,260 

Martin Jeffrey 145,518 - - - 14,889 - - - - - 160,407 

Notes:  5 - Commenced 24 October 2006.  6 - Commenced 1 January 2007.  7 - Commenced 14 May 2007. 
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Sign-off on Directorsô Report 

The Directorsô Report has been made 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, 24 September 2008 
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Auditorôs Independence Declaration 
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Corporate Governance Statement 
The Board of Directors of Swick Mining Services Ltd (Board) is committed to delivering the highest 
possible standards of corporate governance.  For the financial year ended 30 June 2008, the Board 
adopted a set of corporate governance policies consistent with the ñPrinciples of Good Corporate 
Governance and Best Practice Recommendationsò released by the ASX Corporate Governance Council 
in 2003, to the extent that such recommendations were consistent with the structure and objectives of the 
Company.  A summary of the corporate governance policies adopted is set out below. 

Board Charter 

The Board is responsible for guiding and monitoring the Company on behalf of shareholders.  The 

Boardôs primary focus is to oversee the Companyôs business activities, management and strategic 

direction for the benefit of the Companyôs shareholders. 

The key responsibilities of the Board include: 

Ç appointment, evaluation, rewarding and if necessary the removal of the Managing Director, Chief 

Financial Officer (or equivalent) and the Company Secretary; 

Ç in conjunction with management, development of corporate objectives, strategy and operations 

plans and approving and appropriately monitoring plans, new investments, major capital and 

operating expenditures, capital management, acquisitions, divestitures and major funding 

activities; 

Ç monitoring actual versus forecast performance, including financial and operational performance, 

and approving and reviewing budgets; 

Ç understanding areas of significant business risk and ensuring that the Company is appropriately 

positioned to manage those risks; 

Ç satisfying itself that the financial statements of the Company fairly and accurately set out the 

financial position and financial performance of the Company for the period under review; 

Ç satisfying itself that there are appropriate reporting systems and controls in place to assure the 

Board that operational, financial, compliance and internal control processes are in place and 

functioning appropriately; and 

Ç reporting to shareholders. 

The responsibility for the day-to-day operation and administration of the Company is delegated by the 

Board to the Managing Director.  The Board ensures that the Managing Director and the management 

team is appropriately qualified and experienced to discharge their responsibilities. 

Procedures for Selection & Appointment of Directors 

The Board shall ensure that it has the appropriate range and expertise of skills for a Company operating 

in the mineral drilling industry to properly fulfil its responsibilities.  The Chairman regularly reviews the 

composition of the Board to ensure that the Board continues to have the mix of skills and experience 

necessary for the conduct of the Companyôs activities. 

In the circumstances where the Board believes there is a need to appoint another director, the Board will 

determine the skills and experience appropriate for the appointee having regard to those of the existing 

directors and agree the process and timetable for seeking such a person. 

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

the Companyôs constitution.  At present, the Board has decided not to establish a nomination committee, 

as the Board itself has assumed the responsibilities that would ordinarily be assigned to a nomination 

committee with respect to the nomination, appointment, retention and removal of directors. 
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Board Structure 

The Board is currently comprised of six directors:  two Executive Directors, being Kent Swick (Managing 

Director) and Michael Fry (Finance Director), and four Non-Executive Directors, being Andrew Simpson 

(Chairman), David Nixon, Joe Ariti and Phillip Lockyer.  Two Non-Executive Directors resigned during the 

year, being Randal Swick and Mark McAuliffe.  All four current Non-Executive Directors are considered 

independent directors.  Details of the qualifications, experience, responsibilities and tenure of the current 

directors are set out in the Directorsô Report. 

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

directors.  The Board shall strive at all times endeavour to ensure that the Chairman is an independent 

director and that the role of Chairman and Managing Director 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 Companyôs expense, subject to the prior approval of the Chairman, 

which shall not be unreasonably withheld. 

Code of Conduct 

The Company has adopted a code of conduct that aims to encourage appropriate standards of conduct 

and behaviour of the directors, officers, employees and contractors of the Company.  All such persons are 

expected to act with integrity and objectivity, striving at all times to enhance the reputation and 

performance of the Company. 

The Company views breaches of this code as serious misconduct.  Any person who has become aware of 

any breach of the code of conduct must report the matter immediately to their line manager or the 

Company Secretary.  The line manager or Company Secretary has the responsibility to report the breach 

to the appropriate senior management and to advise the relevant person of the outcome and actions 

implemented.  Any person who breaches the policies outlined in the code may be subject to disciplinary 

action, including in the case of serious breaches, dismissal. 

The code of conduct extends further to the directors, ensuring the directors have a clear understanding of 

the Companyôs expectations of their conduct, including their fiduciary duties, director duties, managing 

conflicts of interest and insider trading. 

Securities Trading Policy 

The Companyôs securities trading policy regulates dealings by directors, officers and employees in 

securities issued by the Company, imposing basic trading restrictions on those who possess inside 

information of a price sensitive nature.  Additional restrictions on trading in the Companyôs securities apply 

to directors of the Company, all executives reporting directly to the Managing Director and any other 

employees of the Company considered appropriate by the Managing Director and Company Secretary 

from time to time (Restricted Persons). 

Before trading in the Companyôs securities, a director must notify the Chairman of his intention to trade, 

confirm that he does not hold any inside information and have been advised by the Chairman that there is 

no reason to preclude him from trading in the Companyôs securities as notified.  The director must also 

comply with any conditions on trading imposed by the Chairman.  In the case of the Chairman intending to 

trade in the Companyôs securities, he must notify and obtain clearance from the Managing Director before 

trading.  In the case of any other Restricted Person, he or she must notify and obtain clearance from the 

Company Secretary before trading. 

Directors, officers and employees also have a duty of confidentiality to the Company and must not reveal 

any confidential information concerning the Company to any other person to gain an advantage for 

themselves or anyone else or use that information in any way which may cause loss to the Company. 
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Continuous Disclosure Policy 

The Company is committed to complying with the general and continuous disclosure requirements of the 

Corporations Act 2001 and the ASX Listing Rules, with a focus on: 

Ç preventing the selective or inadvertent disclosure of material price sensitive information; 

Ç ensuring shareholders and the market are provided with full and timely information with respect to 

activities of the Company which may have a material impact on the Companyôs share price; and 

Ç ensuring that all market participants have equal opportunity to receive externally available 

information issued by the Company. 

The Managing Director and the Company Secretary (the Disclosure Officers) are responsible for 

implementing and administering this policy, including all communication with the ASX and for making 

decisions on what should be disclosed publicly.  The Disclosure Officers will review all communications to 

the market to ensure that they are full and accurate and comply with the Companyôs obligations. 

The Company must lodge in a timely manner all ASX releases, shareholder notifications, presentations, 

media and analyst briefings and other general information useful to investors.  All information disclosed to 

the ASX in compliance with this policy must be promptly placed on the Companyôs website. 

The Companyôs 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 Company recognises the value of providing current and relevant information to its shareholders.  The 

Managing Director and Company Secretary have the primary responsibility for communication with 

shareholders.  Information is communicated to shareholders through continuous disclosure to relevant 

stock markets of all material information, periodic disclosure (ie, annual and half year reports), general 

meetings and the Companyôs website.  The Company is committed to the promotion of investor 

confidence by ensuring that trading in the Companyôs securities takes place in an efficient, competitive 

and informed market.  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 Compliance and Control 

Management assesses and determines the Companyôs risk profile and is responsible for the development 

of risk management strategy and policies, internal compliance and internal control.  The Companyôs 

process of risk management and internal compliance and control includes: 

Ç establishing the Companyôs goals and objectives, and implementing and monitoring strategies 

and policies to achieve these goals and objectives; 

Ç continuously identifying and reacting to risks that might impact upon the achievement of the 

Companyôs goals and objectives, and monitoring the environment for emerging factors and trends 

that affect these risks; 

Ç formulating risk management strategies to manage identified risks and designing and 

implementing appropriate risk management policies and internal controls; and 

Ç monitoring the performance of, and continuously improving the effectiveness of, risk management 

systems and internal compliance and controls, including an ongoing assessment of the 

effectiveness of risk management and internal compliance and control. 

The Board oversees the ongoing assessment of the effectiveness of risk management and internal 

compliance and control.  Management is responsible for undertaking and assessing risk management and 

internal control effectiveness and is required by the Board to report back on these matters. 
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Performance Evaluation Practices 

The Board has established formal processes to review its own performance and the performance of 

individual directors, the committees of the Board and the senior management group. 

The annual review of the Boardôs performance includes consideration of a number of factors, including a 

comparison of performance against the requirements of the Board charter, an assessment of the effect 

and outcomes of corporate strategies, operating plans and the annual budget, a review the Boardôs 

interaction with management and the identification of any particular goals and objectives of the Board for 

the next year.  The method and scope of the performance evaluation will be set by the Board and may 

include a self-assessment checklist to be completed by each director.  The Board may also use an 

independent adviser to assist in the review. 

Similar procedures to those for the Board review are applied to evaluate the performance of each of the 

Board committees.  An assessment will be made of the performance of each committee against each 

committeeôs charter to identify where improvements can be made. 

The Chairman has the primary responsibility for conducting performance appraisals of Non-Executive 

Directors, having particular regard to contribution to Board discussion and function, degree of 

independence, contribution to Company strategy and suitability to Board structure and composition.  The 

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

Committee Chairman of the Audit & Corporate Governance Committee.  Performance is measured on at 

least an annual basis. 

The Board reviews the performance of the Managing Director.  At the commencement of each financial 

year, the Board and the Managing Director will agree a set of generally Company specific performance 

measures to be used in the review of the Managing Director for the forthcoming year, including financial 

and operational measures of performance.  The Managing Director is responsible for assessing the 

performance of the key executives within the Company against agreed performance measures.  

Performance is measured on at least an annual basis. 

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 key responsibilities of the Audit & Corporate Governance Committee include: 

Ç reviewing the integrity and quality of the Companyôs financial statements and disclosures; 

Ç reviewing the systems, processes and controls that the Board and Management have established 

to identify and manage areas of significant financial risk; 

Ç reviewing the Companyôs auditing, accounting and financial reporting processes; 

Ç making recommendations to the Board on the appointment, reappointment and replacement of 

the external audit firm; 

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

Ç 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 auditorôs own internal quality 

control procedures; 

Ç reviewing and monitoring Managementôs responsiveness to the external audit findings; 

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

and 

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

assessment and review. 
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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, which was restructured during the year, is as follows: 

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

Ç Andrew Simpson - independent director, Non-Executive Chairman. 

Ç David Nixon - independent director, Non-Executive Director. 

Mark McAuliffe, upon resigning as a director of the Company during the year, also resigned as Committee 

Chairman.  Michael Fry, Finance Director of the Company, resigned as a member of the committee during 

the year as part of the restructure.  The Audit & Corporate Governance Committee met four times during 

the financial year, details of which are disclosed in the Directorsô Report.  The qualifications of the 

members of the committee are also set out in the Directorsô Report. 

The Audit & Corporate Governance Committee will ensure that the Managing Director and Chief Financial 

Officer (or equivalent) prepare a written statement to the Board certifying that the Companyôs 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 Chief Financial Officer (or equivalent) are also required to represent in 

writing to the board that the above statement made by the Managing Director and the Chief Financial 

Officer (or equivalent) pertaining to the Companyôs 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 Companyôs risk management and internal compliance and control system is operating efficiently 

and effectively in all material aspects. 

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 Companyôs 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: 

Ç 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; 

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

place and carried out each year across the Company; 

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

remuneration recommendations to the Board for approval; 

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

remuneration recommendations to the Board for approval; 

Ç reviewing remuneration recommendations for Management put forward by their immediate 

supervisors and putting those remuneration recommendations to the Board for approval; 

Ç making recommendations to the Board with respect to the Companyôs equity based performance 

incentive plans and cash based performance incentive plans; and 

Ç reviewing the operation and effectiveness of the Companyôs 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. 

Further details of the Companyôs remuneration practices are set out in the Remuneration Report 

contained in the Directorsô Report. 
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The Remuneration Committee Charter states that committee membership should comprise a majority of 

independent directors and a minimum of three members; and that the committee shall be chaired by an 

independent director.  The membership of the committee, which was restructured during the year, is as 

follows: 

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

Ç Joe Ariti - independent director, Non-Executive Director. 

Ç Jason Giltay - Company Secretary. 

Mark McAuliffe, upon resigning as a director of the Company during the year, also resigned as Committee 

Chairman.  David Nixon, a Non-Executive Director of the Company, resigned as a member of the 

committee during the year as part of the restructure.  The Remuneration Committee met two times during 

the financial year, details of which are disclosed in the Directorsô 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 

Companyôs 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 the Engineering Manager; 

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: 

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

Ç Kent Swick - Managing Director. 

Ç Leon Naude - Engineering Manager. 

Randal Swick, upon resigning as a director of the Company during the year, also resigned as a member 

of the committee.  The Engineering Committee met ten times during the financial year, details of which 

are disclosed in the Directorsô Report. 

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 Companyôs business development 

and marketing strategies and activities.  The primary function of the committee is to review and provide 

guidance on the Companyôs 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, which was restructured during the year, is as follows: 

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

Ç Kent Swick - Managing Director. 

Ç Michael Fry - Finance Director. 

Ç Jason Giltay - Company Secretary. 

Ç Geoff Muir - Business Development Manager. 
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Randal Swick, upon resigning as a director of the Company during the year, also resigned as a member 

of the committee.  The Business Development & Marketing Committee met four times during the financial 

year, details of which are disclosed in the Directorsô Report. 

Operations Committee 

Subsequent to the end of the financial year, the Board established an Operations Committee 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 Chief Operating Officer; 

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: 

Ç Phil Lockyer (Committee Chairman) - independent director, Non-Executive Director. 

Ç Joe Ariti - independent director, Non-Executive Director. 

Ç Kent Swick - Managing Director. 

Ç Brian Praetz - Chief Operating Officer. 

Continuous Improvement Committee 

Subsequent to the end of the financial year, the Board established a Continuous Improvement Committee 

to assist the Board to improve business effectiveness by reducing inefficiencies and waste, to eliminate 

those activities that add little or no value, and to improve the quality of the Companyôs service offering and 

the level of customer service provided.  The primary function of the committee is to identify, consider and 

oversee the implementation of continuous improvement initiatives. 

The Continuous Improvement Committee Charter states that committee membership should comprise a 

minimum of two non-executive members of the Board of Directors, as well as representatives from the 

Operations, Administration and Corporate areas of the organisation.  The membership of the committee is 

as follows: 

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

Ç Phil Lockyer  - independent director, Non-Executive Director. 

Ç Michael Fry - Finance Director. 

Ç Brian Praetz - Chief Operating Officer. 

Ç Kathryn Crockett - Contracts Administration Manager. 

Ç David Rankin - Continuous Improvement Manager. 

Ç Serena Fitzpatrick ï Training & Development Manager. 

Ç Chris Glenn - Underground Diamond Drilling Supervisor. 
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Adherence to the Best Practice Recommendations 
The Company is committed to adhering to the ñPrinciples of Good Corporate Governance and Best 
Practice Recommendationsò released by the ASX Corporate Governance Council in 2003, 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: 

Ç 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. 

Ç Recommendation 9.3 - Structure of the remuneration of Non-Executive Directors - The 

Board may allow Non-Executive Directors to participate in equity based remuneration 

arrangements, including issues of options and performance rights, subject to the necessary 

shareholder approvals being sought.  The Board considers that the participation of Non-

Executive Directors in equity based remuneration arrangements 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 

Companyôs cash position. 

Revised Corporate Governance Policies 
For the 2009 financial year, the Company has adopted a revised set of corporate governance 
policies to ensure consistency with the second edition of ñCorporate Governance Principles and 
Recommendationsò released by the ASX Corporate Governance Council in 2007.  A copy of the 
revised policies can be found on the Companyôs website at www.swickmining.com.au. 

http://www.swickmining.com.au/
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  Consolidated  Parent 

  Note 2008 2007  2008 2007 

Income from ordinary activities  $ $  $ $ 

Sales revenue  82,790,442 38,001,931  - 345,000 

Finance revenue  1,355,931 93,632  3,901,741 385,894 

Other income  22,543 2,104,233  - - 

 (5) 84,168,916 40,199,796  3,901,741 730,894 

       

Expenses from ordinary activities       

Consumables   7,650,343 3,804,461  - - 

Accommodation and travel  3,994,941 2,405,420  - - 

Repairs, parts and maintenance  1,209,696 964,276  - - 

Other direct costs  606,887 673,772  - - 

Employee benefits expense  41,240,022 17,272,921  622,424 - 

Depreciation and amortisation expense  7,788,490 3,558,320  - - 

Other expenses (5) 4,859,877 2,737,233  131,582 77,408 

Finance costs (5) 1,949,765 900,775  7,940,593 7,655,290 

   
69,300,021 32,317,178 

  
8,694,598 7,732,698 

       
 
Profit/(Loss) from ordinary activities before income tax 
expense 

 

14,868,895 7,882,618 

 

(4,792,860) (7,001,804) 
 
 
Income tax (expense)/benefit relating to ordinary activities 

 
 

(6) 
 

(4,553,665) 
 

(2,464,749) 
 

 

(50,477) 
 

341,319 
 

Net profit from ordinary activities after income tax 
expense attributable to members of the company 

 

10,315,230 5,417,869 

 

(4,843,337) (6,660,485) 

       

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                                                                    (20) 
  

7.17 
               

 5.48  
 

  
 

 
 

- diluted; for profit for the year                                                                  (20) 
 
  

7.14 
 

               
 5.48 

 
  

 
 
 
 

 
 
 

 
 

The income statement should be read in conjunction with the accompanying notes. 
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  Consolidated  Parent 

 Note 

2008 2007 

 

2008 2007 

$ $ $ $ 

CURRENT ASSETS       

Cash and cash equivalents (23) 25,333,508 12,416,923  62,656 41,629 

Trade and other receivables (7) 16,465,657 9,282,803  796 51,473 

Inventories (8) 8,512,452 3,343,875  - - 

Other current assets  2,930,930 302,377  - - 

TOTAL CURRENT ASSETS  53,242,548 25,345,978  63,452 93,102 

       

NON-CURRENT ASSETS       

Receivables  - -  38,412,637 16,492,376 

Other investments  2,000 2,000  14,137,700 13,680,000 

Property, plant and equipment (10) 75,166,866 29,487,979  - - 

Deferred tax assets (6) 3,169,258 713,494  280,433 341,536 

Intangible asset and goodwill (12) 1,251,991 209,023  - - 

TOTAL NON-CURRENT ASSETS  79,590,115 30,412,496  52,830,770 30,513,912 

TOTAL ASSETS  132,832,663 55,758,474  52,894,222 30,607,014 

       

CURRENT LIABILITIES       

Trade and other payables (14) 12,117,831 7,360,516  - 72,434 

Interest bearing loans and borrowings (15) 9,519,949 4,762,938  - - 

Provisions (16) 1,474,809 629,130  - - 

Income tax payable (13) 1,720,915 598,310  50,477 217 

 

 

  

 

  

TOTAL CURRENT LIABILITIES 24,833,504 13,350,894 50,477 72,651 

       

NON-CURRENT LIABILITIES       

Deferred tax liabilities (6) 6,968,283 2,379,763  - - 

Provisions (16) 57,660 -  - - 

Interest bearing loans and borrowings (15) 32,548,437 9,070,980  - - 

       

TOTAL NON-CURRENT LIABILITIES  39,574,380 11,450,743  - - 

 

 

  

 

  

TOTAL LIABILITIES 64,407,884 24,801,637 50,477 72,651 

       

NET ASSETS  68,424,778 30,956,837  52,843,745 30,534,363 

       

EQUITY       

Contributed equity (17) 50,254,166 23,723,879  63,768,815 37,238,520 

Reserves (18) 622,424 -  622,424 - 

Retained earnings / (Accumulated Losses) (19) 17,548,188 7,232,958  (11,547,493) (6,704,157) 

       

Net equity attributable to members of 
the parent   68,424,778 30,956,837  52,843,745 30,534,363 

       

TOTAL EQUITY  68,424,778 30,956,837  52,843,745 30,534,363 

 
 

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

 Note 2008 2007  2008 2007 

$ $ $ $ 

CASH FLOWS FROM OPERATING ACTIVITIES       

Receipts from customers  84,323,493 32,163,675  - - 

Payments to suppliers and employees  (71,753,214) (26,652,383)  (187,886) (77,408) 

Interest paid  - (65,332)  - (22) 

Income tax paid  (1,319,662) (435,224)  (217) 1,255 

Net cash inflow from operating activities (23) 11,250,617 5,010,736  (188,103) (76,175) 

           

CASH FLOWS FROM INVESTING ACTIVITIES       

Interest income  1,020,185 93,632  4,872 20,713 

Proceeds from sale of property, plant & equipment  40,000 1,552,938  - - 

Payments for plant and equipment  (53,480,606) (22,209,299)  - - 

Purchase of Investments  (440,000) -  - - 

Advances to related parties  - (157,317)  (26,420,000) (23,402,965) 

Net cash inflow from/(used in) investing activities  (52,860,421) (20,720,047)  (26,415,128) (23,382,252) 

           

CASH FLOWS FROM FINANCING ACTIVITIES       

Repayment of finance lease obligations  (8,684,706) (4,813,990)  - - 

Repayment of vendor loans  (852,962) (596,374)  - - 

Proceeds of loans  37,371,305 10,389,640  - - 

Proceeds from issued capital  26,692,753 22,538,096  26,624,257 22,538,096 

Net cash inflow from financing activities  54,526,390 27,517,372  26,624,257 22,538,096 

Net increase (decrease) in cash held  12,916,585 11,808,061  21,027 (920,331) 

Cash at the beginning of the financial year  12,416,923 608,862  41,629 961,960 

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

 
 

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



Statement of Changes in Equity 
For the financial year ended 30 June 2008    SWICK MINING SERVICES LIMITED 

  

32 

 

 
 

  
Share Asset 

 
Total 

  

 
Ordinary Based revaluation Retained Parent Minority Total 

  shares Payments reserve earnings interests interests Equity 

CONSOLIDATED 
   

  

  

    

  

  
At 1 July 2006 4 - 873,509 1,212,045 2,085,558 - 2,085,558 

Retained earnings opening balance 
transferred from SMS Asset Holdings Pty 
Ltd and Swick Mining Services Ltd - - - 603,044 603,044 - 603,044 

Disposal of revalued assets - - (873,509) - (873,509) - (873,509) 

Total income and expense for the 
period recognised directly in equity               

Profit for the period - - - 3,750,201 3,750,201 1,667,668 5,417,869 

Shares issued 1,147,276 - - - 1,147,276 24,000,400 25,147,676 

Transaction costs on share issue - - - - - (1,423,801) (1,423,801) 

Reclassification of Minority Interests 
      

22,576,592  - -   1,667,668  24,244,260 (24,244,260) - 

At 30 June 2007 
      

23,723,879             -            -   -      7,232,958  30,956,837                    -    30,956,837 

        

        

        
At 1 July 2007 23,723,879  -            -    7,232,958 30,956,837                    -     30,956,837  

Total income and expense for the 
period 

              

recognised directly in equity        

Profit for the period 
                   

-    
           -               -    10,315,230 10,315,230 - 10,315,230 

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

Options/Performance Rights 
                   

-    
622,424            -                 -    622,424                    -    622,424 

Transaction costs on share issue (1,724,504)            -               -    - (1,724,504)                    -    (1,724,504) 

At 30 June 2008 50,254,166 622,424            -    17,548,188 68,424,778                    -    68,424,778 
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STATEMENT OF CHANGES IN EQUITY (Continued)  
 
 

  Share Asset  Total   

 Ordinary Based revaluation Retained Parent Minority Total 

  shares Payments reserve earnings interests interests Equity 

PARENT        

      
  

At 1 July 2006 978,986 - - (43,672) 935,314 - 935,314 

Total income and expense for the period               

recognised directly in equity        

Profit for the period - - - (6,660,485) (6,660,485) - (6,660,485) 

Shares issued 37,683,334 - - - 37,683,334 - 37,683,334 

Transaction costs on share issue (1,423,800) - - - (1,423,800) - (1,423,800) 

At 30 June 2007 37,238,520 - - (6,704,157) 30,534,363 - 30,534,363 

    
  

  

        

At 1 July 2007 37,238,520 - - (6,704,157) 30,534,363 - 30,534,363 

Total income and expense for the period               

recognised directly in equity        

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

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

Options/Performance Rights - 622,424 - - 622,424 - 622,424 

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

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

 
 
 

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 ñParentò or the ñCompanyò) is a public company listed on the Australian Securities Exchange Limited (ñASXò) 
and is incorporated in Australia. Swick Mining Services Ltd and its subsidiaries (collectively referred to as the ñSwick Mining Services Groupò 
or the ñGroupò) operate throughout the geographical region of Australia. 
 
Swick Mining Services Limitedôs registered office and its principal place of business are as follows: 
 
  64 Great Eastern Highway 
  South Guildford 
  WA 6055 

Australia 
Tel: +61 (8) 9277 8800 

 
The financial report of the Company and its controlled entities for the year ended 30 June 2008 was authorised for issue in accordance with 
a resolution of the directors on 24 September 2008. 
 

2.  
ADOPTION OF NEW AND REVISED ACCOUNTING STANDARDS 

 
During the current financial year, the Group adopted all of the new and revised Standards and Interpretations issued by the Australian 
Accounting Standards Board (ñAASBò) that are relevant to its operations and effective for the current annual reporting period. These 
Standards and Interpretations include: 
 

 AASB 7 óFinancial Instruments: Disclosuresô 

 AASB 2005-10 óAmendments to Australian Accounting Standards (AASB 132, AASB 101, AASB 114, AASB 117, AASB 133, 
AASB 139, AASB 1, AASB 4, AASB 1023, AASB 1038) 

 
The adoption of these new and revised Standards and Interpretations did not have an impact on the Groupsô financial results or balance 
sheet as they are only concerned with disclosure. 
 
Recently issued accounting standards to be applied in future reporting periods 
 
The accounting Standards and AASB interpretations that will be applicable to the Group in future reporting periods are detailed below.  
 
Segment reporting 
AASB 8 óOperating Segmentsô is applicable to annual reporting periods beginning on or after 1 January 2009 and replaces AASB 114 
óSegment Reportingô. A related omnibus standard AASB 2007-3 óAmendments to Australian Accounting Standards arising from AASB 8ô 
makes a number of amendments to other accounting standards as a result of AASB 8 and must be adopted at the same time. AASB 8 
requires entities to determine operating segments based on their internal management reporting structure for the reporting of their financial 
performance. The adoption of AASB 8 and AASB 2007-3 are not expected to have an impact on the Groupôs financial results or balance sheet 
as they are only concerned with disclosure. 
 
Other standards 
AASB 3 óBusiness Combinations (revised)ô, AASB 127 óConsolidated and Separate Financial Statements (revised)ô are effective for annual 
reporting periods commencing on or after 1 July 2009. These standards amend the manner in which business combinations and changes in 
ownership interests in subsidiaries are accounted for. They also make consequential amendments to other standards, most notably AASB 
128 óInvestments in Associatesô and AASB 131 ñInterests in Joint Venturesô. Management has not yet assessed the impact of these 
standards. 

 

New or revised requirement Effective for annual 
reporting periods 
beginning/ending on or 
after 

Effect on Company 

New and revised Standards   

AASB 101 Presentation of Financial Statements (Revised), AASB 2007-8 
Amendments to Australian Accounting Standards & Interpretations 

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 however, it is important to note that the AASB has 
decided that Australian issuers shall make use in financial reports of the 
descriptions- Statement of Financial Performance and Position and use 
the term "financial report" and not "financial statement." The Amending 
Standard updates references in various other pronouncements. 

Beginning 1 January 2009 As this is a disclosure standard 
there will be no effect on the 
Income Statement or Balance 
Sheet, however, disclosures will 
be addressed in future periods 
when required. 
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AASB 123 Borrowing Costs (Revised), AASB 2007-6 Amendments to 
Australian Accounting Standards 1, 101, 107, 111, 116, 138 and 
Interpretations 1 & 12 

This revision eliminates the option to expense borrowing costs on 
qualifying assets and requires that they be capitalised. The transitional 
provision provided allows for prospective application of this revision from 
either application date or adoption date if prior to 1 January 2009. The 
Amending Standard eliminates reference to the expensing option in 
various other pronouncements. 

Beginning 1 January 2009 No material effect on business 
operations.  

AASB 3 Business Combinations (Revised) 

The IASB issued the revised IFRS 3 in January, 2008. The equivalent 
AASB 3 standard was issued in Australia in March 2008.  The revision 
makes several key amendments to the accounting for business 
combinations. Entities may want to early adopt the revised standard when 
issued. 

Beginning 1 July 2009 To be addressed with future 
business combinations. 

AASB 8 Operating Segments, AASB 2007-3 Amendments to Australian 
Accounting Standards 5, 6, 102, 107, 119, 127, 134, 136, 1023 & 1038 
arising from AASB 8 

This standard supersedes AASB 114 Segment Reporting introducing a US 
GAAP approach of management reporting as part of the convergence 
project with FASB. This standard only applies to entities that have public 
accountability therefore any entities that do not fall within scope may wish 
to early adopt and avoid segment reporting. The Amending Standard 
updates references in various other pronouncements. 

Beginning 1 January 2009 As this is a disclosure standard 
there will be no effect on the 
Income Statement or Balance 
Sheet, however, disclosures will 
be addressed in future periods 
when required. 

New Interpretations   

Interpretation 12 Service Concession Arrangements, Interpretation 4 
Determining whether an Arrangement contains a lease (Revised), 
Interpretation 129 Service Concession Arrangements: Disclosure 
(Revised), AASB 2007-2 Amendments to Australian Standards arising 
from AASB Interpretation 12 

Addresses the appropriate accounting for service concession 
arrangements under which private sector entities participate in the 
development, financing, operation and maintenance of infrastructure for 
the provision of public services, such as transport, water and energy 
facilities. 

Beginning 1 January 2008 Unlikely to effect the reporting of 
the Company due to no 
participation in Service 
Concession Arrangements. 

Interpretation 13 Customer Loyalty Programmes 

Concludes that an entity shall account for award credits as a separately 
identifiable component of the sales transaction(s) in which they are 
granted (the óinitial saleô). The fair value of the consideration received or 
receivable in respect of the initial sale shall be allocated between the 
award credits and the other components of the sale. 

Beginning 1 July 2008 Unlikely to effect the reporting of 
the Company due to no 
participation in Customer Loyalty 
Programmes. 

Interpretation 14 AASB 119 ï The Limit on a Defined Benefit Asset, 
Minimum Funding Requirements and their Interaction 

Concludes that an entity shall determine the availability of a refund or a 
reduction in future contributions in accordance with the terms and 
conditions of the plan and any statutory requirements in the jurisdiction of 
the plan. 

Beginning 1 January 2008 Unlikely to effect the reporting of 
the Company due to no 
participation. 

 
 

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. 
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Accounting Standards include Australian equivalents to International Financial Reporting Standards (ñA-IFRSò). 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 2008 and the comparative information. 
  

(a) Basis of Consolidation 
 
The consolidated financial statements are prepared by combining the financial statements of all of the entities that comprise the consolidated 
entity Swick Mining Services Ltd (theò Parentò). 
 
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 with 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. 
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(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 assetôs carrying 
amount exceeds its recoverable amount. The recoverable amount is the higher of an assetôs 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. 
 

(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 acquirerôs 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 combinationôs 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 ï 40 years 
 
Plant and Machinery    5 ï 10 years 
 
Drilling Rigs     7 ï 10 years  
 
Other Drilling Equipment    5 ï 10 years 
 
Office Equipment     5 ï 10 years 
 
Computer Equipment: 
 Hardware     3 ï 5 years 

Software     1 ï 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. 
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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. 

(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 
.
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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 óloans and receivablesô. 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. 
 

(p) Revenue Recognition 
 

Revenue from the 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 Groupôs 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 acquireeôs identifiable assets, liabilities and 
contingent liabilities that meet the conditions for recognition under AASB 3 óBusiness Combinationsô 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 óNon-current Assets Held for Sale and Discontinued Operationsô, which are recognised and measured at fair value less 
costs to sell. 
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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 Groupôs interest in the net fair value of the identifiable assets, liabilities and contingent liabilities recognised. If, 
after reassessment, the Groupôs interest in the net fair value of the acquireeôs 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. 
 

(u) Minority Interests 
 
Minority interest has been reclassified to issued capital and reserves based on interpretation of AASB 3 Business Combinations.  This has 
resulted as all new shares subsequently issued by Swick Mining Services Ltd after the reverse acquisition by SMS Operations Pty Ltd have 
been recognised as issued capital in the consolidated financial statements rather than minority interest.  The reverse acquisition accounting 
only applies to determine the allocation of the costs of the business combination as at the acquisition date and does not apply to any 
transactions after the combination.  The result of the reclassification does not affect the carrying amount of any assets, liabilities nor the 
reported net profit / (loss) after tax.  The comparative periods have also been reclassified. 
 

(v) 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. 
 

(w) 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 (óequity-settled transactionsô). 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 (ómarket conditionsô). 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 (óvesting dateô). 
 
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.  
 

4. BUSINESS and GEOGRAPHICAL SEGMENTS 
 

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 from those of other business segments.  
 
A geographical segment is engaged in providing products or services within a particular economic environment that are subject to 
risks and return that are different from those of segments operating in other economic environments. 
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The Swick Mining Services Group has two business segments - Drilling Operations and Engineering Operations. The Group 
provides services and products to mining companies, environmental and geotechnical engineering firms and other mining services 
companies solely in Australia. 
 
The Drilling Operations consists of providing rigs, equipment, consumables and services for drilling and completing holes and the 
extraction and presentation of rock and soil samples on a contract basis. This business depends upon the supply and utilisation of 
drilling rigs, the skills and training of the drilling services personnel and the ability to negotiate the contracts under which these 
services are provided to customers. 
 
The Engineering Operations designs and manufactures drilling products used in the drilling of holes and the maintenance of drilling 
rigs. The Drilling Operations segment is a major user of these products. 
 
BUSINESS AND GEOGRAPHICAL SEGMENTS (Continued) 
 

  
Drilling 

Operations  
Engineering 
Operations  

Total 
Operations 

  $   $   $ 

2008      

Revenue 96,836,014   1,921,730   98,757,744  

Other Income 1,352,619   3,311   1,355,930  

Total Segment Revenue 98,188,634    1,925,041    100,113,675  

      

Eliminations (14,276,869)  (1,667,890)  (15,944,759) 

      

Total Income 83,911,765    257,151    84,168,916  

      

Segment Profit 10,199,490    115,740    10,315,230  

      

Assets & Liabilities      
 
Segment Assets 
 

197,768,426  
  

2,458,860 
   

200,227,286  
 

Segment Liabilities 
 

127,921,519 
   

1,886,116 
   

129,807,635  
 

Eliminations (933,343)  (1,061,530)  (1,994,873) 

      

Total Net Assets 68,913,563    (488,785)   68,424,778  

      

Other Segment Information      

Capital Expenditure 52,190,250   1,290,356   53,480,606  

Depreciation 7,719,223   69,267   7,788,490  
 

  
Drilling 

Operations  
Engineering 
Operations  

Total 
Operations 

  $   $   $ 

2007      

Revenue 38,001,931    -   38,001,931  

Other Income 2,197,865    -   2,197,865  

Total Segment Revenue 40,199,796     -    40,199,796  

      

Eliminations  -    -    -  

      

Total Income 40,199,796     -    40,199,796  

      

Segment Profit 5,417,869     -    5,417,869  

      

Assets & Liabilities      

Segment Assets 90,562,032    -   90,562,032  

Segment Liabilities 53,424,306    -   53,424,306  

      

Eliminations (6,180,889)   -   (6,180,889) 

      

Total Net Assets 30,956,837     -    30,956,837  
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Other Segment Information      

Capital Expenditure 33,514,540    -   33,514,540  

Depreciation 3,558,320    -   3,558,320  
 
 
 
 
 
 
 
 

5. REVENUE, OTHER INCOME AND EXPENSE 
 

  Consolidated  Parent 

  2008 2007   2008 2007 

 
Revenue      

Revenue from Services  82,790,442   38,001,931   -      345,000  

Total sales revenue  82,790,442   38,001,931                  -         345,000 

      

Financial revenue comprises:      

Bank interest received    1,073,253                  -     
         

4,872                 -    

Bank interest receivable       282,678          93,632   -                -    

Interest - recognition from related party loan                 -                    -     
  

3,896,869       385,894  

    1,355,931          93,632   
  

3,901,741       385,894  

Other Income      

Net gains on disposal of available for sale 
investments -       873,187   -  -  

Net gain/(loss) on disposal of property, plant and 
equipment         22,543  (16,824)  -  -  

Net gain on disposal of investments - 1,247,870    -  -  

Total Other Income         22,543     2,104,233                  -                   -    
 
Finance Costs      

Bank loans and overdrafts  -  124,686   - 22  

Finance charges payable under finance leases 
and hire purchase agreements 1,949,765  776,089   -  -  

Interest - discounting of related party loans  -   -    7,940,593 7,655,268  

Total Finance Costs 1,949,765  900,775   7,940,593  7,655,290  
 
 
      

Other Expenses      

Administration costs 3,354,960  1,631,811   131,582 77,408  

Insurance 686,561  652,499   -  -  

Marketing 143,842  37,954   -  -  

Recruitment and training 337,392  281,298   -  -  

Rent and Outgoings 337,123  133,671    -  -  

Total Other Expenses 4,859,877  2,737,233   131,582  77,408  
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6.  INCOME TAX 
 

 

 

  Consolidated  Parent 

  2008 2007   2008 2007 

a) Income tax (expense)/benefit      

Current tax (2,477,905) (726,587)  (50,477) (217) 

Under/Over provision in income tax (4,107) 347,116     -  

Deferred tax (2,071,653) (2,085,278)   -  341,536  

Tax losses recognised - current year -  -   -  -  

Total income tax (expense)/benefit (4,553,665) (2,464,749)  (50,477) 341,319  

      

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

(Decrease)/increase in deferred tax assets (2,071,653) (2,085,278)   -  341,536  

      

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

Prima facie income tax expense on operating profit (4,460,669) (2,364,785)  1,437,858  2,100,541  
      

Tax effect of amounts adjusted in calculating 
taxable income:      

Over provision of tax in prior year (4,107) 347,116     -  

Non-deductible expenses (199,281) (7,328)  (1,579,844) (2,187,206) 

Other deductible expenses  -   -    -   -  

Less:      
Adjustments in respect of previous deferred income 
tax 18,883  (439,752)   -  427,984  

Charge to equity - capital raising costs 91,509   -   91,509   -  

 (4,553,665) (2,464,749)  (50,477) 341,319  
 

 

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/(credited) directly to equity 61,103  (374,361)  61,103   -  

 

 
 

Deferred Income Tax Liabilities      

The balance comprises temporary differences 
attributable to:      

Amounts recognised in profit and loss      

Repairs (1,179,143) (698,421)   -   -  

Inventories (4,389,755) (1,350,574)   -   -  

Depreciation (669,616) (251,256)   -   -  

Accruals (729,769) (79,512)   -   -  

Amounts recognised directly in equity:      

Revaluation of investments  -   -    -   -  

Total deferred income tax liabilities (6,968,283) (2,379,763)   -   -  

      

Net deferred income tax liabilities (6,968,283) (2,379,763)   -   -  

 

Movements:      

Opening balance at 1 July (2,379,763) (374,361)   -   -  

Credit/(charged) to equity  -  374,361    -   -  

Credit/(charged) to the income statement (4,588,520) (2,379,763)   -   -  

Closing balance at 30 June (6,968,283) (2,379,763)   -   -  
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INCOME TAX (Continued). 
      

Deferred Income Tax Assets      

The balance comprises temporary differences 
attributable to:      

Amounts recognised in profit and loss      

Doubtful debts 28,663  29,669    -   -  

Inventories 2,083,706   -   - - 

Provisions and accrued expenses 576,090  335,314    -   -  

Borrowing costs and capital raising costs tax 
deductible in future years 306,893  348,511    -   -  

Tax deductibility for equity raising costs  -   -   280,433  341,536  

Tax losses 173,906   -    -   -  

Total deferred income tax assets 3,169,258  713,494   280,433  341,536  

      

Movements:      

Opening balance at 1 July 713,494  419,009   341,536   -  

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

Credit/(charged) to the income statement 2,516,867  294,485    -  341,536  

Closing balance at 30 June 3,169,258  713,494   280,433  341,536  

  
 

7. TRADE AND OTHER RECEIVABLES 
 

  Consolidated   Parent 

  2008 2007   2008 2007 

Trade receivables 14,823,428  8,565,309    -   -  

Allowance for impairment loss (95,542) (98,897)   -   -  

 14,727,886  8,466,412    -   -  

Other Receivables 1,737,772  816,391   796  51,473  

 16,465,657  9,282,803   796  51,473  

      

The ageing of trade receivables at 30 June 2008 is detailed below;     

  Consolidated   Parent 

  2008 2007   2008 2007 

Not past due 7,917,218  5,355,383    -   -  

Past due 0 - 30 days 5,667,629  2,995,418    -   -  

Past due 31 - 60 days 35,188  115,464    -   -  

Past due 61 - 90 days 1,019,253   -    -   -  

Past due 91 - 120 days 88,599   -    -   -  

Past due 121 days 95,542  99,044    -   -  

 14,823,428  8,565,309    -   -  

      

The movement in allowance for impairment loss in respect of trade receivables    

is detailed below 
 

     

  Consolidated   Parent 

  2008 2007   2008 2007 

Opening balance (98,897)  -     -   -  

 - additional provision - (98,897)   -   -  

 - amounts received 3,355   -    -   -  

Closing balance (95,542) (98,897)   -   -  

 

 

 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.   

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

 The Company recognised an impairment loss of $98,897 in respect of doubtful debts during the 2007 financial year. The loss was included as 
other expenses in the income statement. An amount of $3,355 has subsequently been received in the financial year ended 30 June 2008 and 
included in other income. The Company expects to receive further amounts in future periods. 

 Amounts receivable from related entities are non-interest bearing and repayable on demand. 

 Effective interest rates risk and credit risk ï 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 (9). 
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8. INVENTORIES 

 

  Consolidated   Parent 

  2008 2007   2008 2007 

Consumables & Stores 
  
8,512,452  

      
3,343,875                  -                   -    

 
 
 

9. FINANCIAL INSTRUMENTS 

 
Financial Risk Management Objectives 
 

The Groupôs 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 15 , 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 19. 
 
 
Market Risk 
 
The Groupôs 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 Groupôs 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 Groupôs 
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 Groupôs 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. 
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Liquidity and Interest Risk Tables 
 
The following tables detail the Parentôs and the Groupôs 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.  
 
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 

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 

 $ô000 $ô000 $ô000 $ô000 $ô000 $ô000 $ô000 

Financial liabilities:          

Bank loans                        -    

 
Hire Purchase Liabilities    

               
9,520  

               
9,536  

               
9,649  

             
8,522  

             
4,842  

        
42,068  

 
               -    

               
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  

        

        

2007 

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 

 $ô000 $ô000 $ô000 $ô000 $ô000 $ô000 $ô000 

Financial liabilities:          
 
Bank loans             853       

             
853  

 
Hire Purchase Liabilities    

               
3,910  

               
3,754  

               
2,523  

             
1,985  

                
809  

        
12,981  

 
            853  

               
3,910  

               
3,754  

               
2,523  

             
1,985  

                
809  

        
13,834  

Weighted average 
interest rate 

7.50% 7.50% 7.50% 7.50% 7.50% 7.50%   

Net Financial 
Liabilities             853  

               
3,910  

               
3,754  

               
2,523  

             
1,985  

                
809  

        
13,834  

 

 

 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 (15) regarding undrawn facilities. These facilities comprise asset financing with the National Australia Bank.   

 
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 8.35% to 9.35% 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. 
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2008 
  Interest Rate Risk Foreign Exchange Rate Risk Other Price Risk 

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

 

Carrying 
Amount 

Profit Equity Profit Equity Profit Equity Profit Equity Profit Equity Profit Equity 

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

FINANCIAL ASSETS                     

Cash & Cash Equivalents 25,334  (177) (177) 177  177             

Accounts Receivable 16,466                    

Other Assets FVTPL                     

AFS Investments 2                (0)  0  

                     

FINANCIAL LIABILITIES                     

Accounts Payable (12,118)                   

Borrowings (42,068)                    

                     

Total Increase / (Decrease) 
(12,385) 

       (177)  
       

(177)  
      

(177 ) 
       

177         -           -           -           -           -    (0)        -            0  

              

2007 
  Interest Rate Risk Foreign Exchange Rate Risk Other Price Risk 

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

 

Carrying 
Amount 

Profit Equity Profit Equity Profit Equity Profit Equity Profit Equity Profit Equity 

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

FINANCIAL ASSETS                     

Cash & Cash Equivalents 12,417  (87) (87) 87  87              

Accounts Receivable 9,283                    

Other Assets FVTPL                     

AFS Investments 2                (0)  0  

                     

FINANCIAL LIABILITIES                     

Accounts Payable (7,361)                   

Borrowings (7,143)                 

                     

Total Increase / (Decrease)    7,199  (87)  (87)  87 87  -   -   -   -   -  (0)  -  0  

              

Fair value through Profit & Loss ("FVTPL"): Investment assets intended to be held short term. Sensitivity reflected in income statement. 

Available for sale investments ("AFS"): Investment assets intended to be held long term. Sensitivity reflected in balance sheet equity. 
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10. PROPERTY,  PLANT AND EQUIPMENT 
 

 
 

 Consolidated   Parent 

  2008 2007   2008 2007 

Office furniture & equipment        2,140,483              607,154                  -                   -    

Less: accumulated depreciation           367,579                85,380                  -                   -    

        1,772,904              521,774                  -                   -    

Drilling plant & equipment      64,707,844         29,133,164     

Less: accumulated depreciation        9,002,197           4,094,243     

      55,705,647         25,038,921                  -                   -    

Leasehold improvements        2,192,626              471,061     

Less: accumulated depreciation           151,426                21,544     

        2,041,200              449,517                  -                   -    

Other plant & equipment        4,411,721           1,021,834     

Less: accumulated depreciation        1,024,215              442,436     

        3,387,506              579,398                  -                   -    

Motor vehicles      14,905,638           3,660,292     

Less: accumulated depreciation        2,646,029              761,923     

      12,259,609           2,898,369                  -                   -    

Total Property Plant and Equipment      75,166,866         29,487,979                  -                   -    

 
 
 
 

 
 
 

 
 

 
 No impairment events have occurred during the year that would cause the need for impairment to be assessed. 

 
 
 

11. BUSINESS COMBINATIONS AND GOODWILL 
 
Acquisition of Eaton Engineering Pty Ltd 

On 2 July 2007, Swick Engineering Pty Ltd acquired 100% of the assets of Eaton Engineering Pty Ltd, a private company based in 
Australia, specialising in the manufacture of drilling consumables and specialist tooling. 
 
The total cost of the combination was $457,700 and comprised a purchase of the assets for cash at the date of exchange. Swick 
Engineering Pty Ltd was incorporated on 20 June 2007 as a wholly owned subsidiary of Swick Mining Services Ltd for the purpose of the 
acquisition 

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) (7,788,490) 

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

2007 
Office Furniture  & 

Equipment 
Drilling Plant & 

Equipment 
Leasehold 

Improvements 
Other Plant & 

Equipment 
Motor 

Vehicles 
 

Total 

       

WDV as at 1 July 2006 79,358  181,951  106,844  380,432  89,907  838,492  
Additions 507,503  28,913,804  354,390  253,146  3,562,631  33,591,474  
Disposals  -   -   -   -  (76,935) (76,935) 
Depreciation (65,087) (4,056,834) (11,717) (54,180) (677,234) (4,865,052) 

WDV as at 30 June 2007 521,774  25,038,921  449,517  579,398  2,898,369  29,487,979  
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The fair value of the identifiable assets and liabilities of SMS Engineering Pty Ltd as at the date of acquisition are; 

    
CONSOLIDATED     

  Recognised on 
acquisition 

  Carrying value 

    

Property, plant and equipment 100,000   100,000  
      

Total Assets 100,000   100,000  

      

Total Liabilities  -    -  

Fair value of net assets acquired 100,000   100,000  
Cost of the combination:    

Costs associated with the acquisition 457,700    

Goodwill arising on acquisition 357,700    

    
The cash outflow on acquisition comprised;    

Cash acquired  -    
Cash paid 457,700    

Net cash outflow 457,700    

 
Goodwill has been tested for impairment at 30 June 2008 and determined not to be impaired. As at 30 June 2008 Swick Engineering Pty Ltd 
has contributed before tax profit of $165,343 to the Swick Group. 
 

 
12. OTHER INTANGIBLE ASSETS 

 

  $ 

  

Year ended 30 June 2008  
At 1 July 2007 209,023  
Additions:       
Goodwill on acquisition of subsidiary 357,700  
Capitalized development costs 703,926  
Less: Impairment amortisation (18,659)  

At 30 June 2008 1,251,991  

  
At 30 June 2007  
Cost (gross carrying amount) 209,023  
Accumulated amortisation and impairment                        

- 
 

Net carrying amount 209,023  

  
At 30 June 2008  
Cost (gross carrying amount) 1,270,649  
 
Accumulated amortisation and impairment 

                       
(18,659) 

 

Net carrying amount 1,251,991  

 
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 2008 is $209,023 (2007: $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.   
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A pre-tax risk free discount rate of 13% 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 2008 is $357,700 (2007: nil).  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. 
 
 
Development Costs 
Capitalised development costs relates to financial software developed by the Company in conjunction with a supplier. Development costs are 
carried at cost less accumulated impairment costs. The costs are amortised from the date of implementation on a straight line basis over 2.5 
years (40% per annum). The amortisation has been recognised in the income statement in the line item ñother expensesò. 
 
No impairment trigger events occurred during the year to warrant impairment testing on capitalised development costs. 
 
 
 

13. OTHER CURRENT ASSETS 
 

  Consolidated   Parent 

  2008 2007   2008 2007 

Deposits with Vendors 2,036,212  - 
 

 -   -  

Prepayments 260,146  115,862  
 

 -   -  

Work in Progress 633,013  - 
 

 -   -  

Other 1,559  186,515  

 

 -   -  

 

2,930,930  302,377  

 

 -   -  

 
 
 
 

14. TRADE AND OTHER PAYABLES  
 

  Consolidated   Parent 

  2008 2007   2008 2007 

Trade creditors 9,713,857  5,563,991    -   -  

Accrued expenses 1,545,916  504,844    -   -  

GST payable/(receivable) (293,556)  -    -   -  

PAYG payable 778,721  158,890    -   -  

Other Payroll related liabilities 364,029  -  - - 

Other creditors 8,865  1,132,791    -  72,434  

 12,117,831  7,360,516    -  72,434  

 
 

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

(b) The Payables disclosed are unsecured. 
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15. INTEREST BEARING LIABILITIES 

 

  Consolidated   Parent 

  2008 2007   2008 2007 

 
Current Liabilities      
      
Bank loans  -  852,962    -   -  

Hire Purchase Liabilities  9,519,949  3,909,976    -   -  

 9,519,949  4,762,938    -   -  

      

 
Terms and conditions relating to the above financial instruments: 

  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 7.95%.  Financiers secure their interest by registering a charge over the leased 
assets. 

  Interest rate risk exposure: Details of the Group exposure to interest rate changes on interest bearing liabilities are set out in 
note 9. 

 Fair value disclosures: Details of the fair value of interest bearing liabilities for the Group are set out in note 9. 

 Security: Details of the security relating to each of the secured liabilities and further information on the bank overdrafts and bank 
loans are set out in note 9. 

      

Non-current Liabilities      
Hire purchase liabilities  32,548,437  9,070,980   -  -  

 
Assets pledged as security      
 
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  50,000   -    -   -  

       Used at balance date  -   -    -   -  

       Unused at balance date  50,000   -    -   -  

      

Bank loan facilities      
       Total facilities 33,500,000  5,500,000    -   -  

       Used at balance date 31,351,559  852,962    -   -  

 

 

 

16. PROVISIONS 
 

  Consolidated   Parent 

  2008 2007   2008 2007 

 
Employee Benefits 

 
1,474,809  

 
629,130  

 
 

 -  
 

 -  

      

Total Current  1,474,809  629,130    -   -  

      

Employee Benefits 
 

57,660  
 

-   
 

 -  
 

 -  

      

Total Non-Current  57,660  -   -   -  
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17. CONTRIBUTED EQUITY 

 

  Consolidated   Parent 

  2008 2007   2008 2007 

a) Share Capital      
Ordinary shares, fully paid (i)       

50,254,166  23,723,879  
      

63,768,814  37,238,520 

(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 2007 Balance 68,400,004                     -    
       

23,723,872  
 
Conversion of Performance Shares 12,329,639                    -                          -    

SI Placement - Issue pursuant to 15% capacity                   19,897,745  1.42 
       

28,254,798  

Less: transaction costs  

                                                   
-                       -    (1,724,504) 

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

 

 

Parent Entity 
 

   Details Number of shares Issue price $ Value 

 

  
    

30 June 2007 Balance 120,322,000                     -    37,238,520  

Conversion of Performance Shares 
                  

12,329,639                     -                          -    

SI Placement - Issue pursuant to 15% capacity 
                  

19,897,745  1.42 
       

28,254,798  

Less: transaction costs                                   -                       -    (1,724,504) 

30 June 2008 Balance 152,549,384   -  63,768,814  

 

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. 

 

18. RESERVES 

  Consolidated   Parent 

  2008 2007   2008 2007 

 
Share based payments 

 
622,424  

 
 -  

 
 

622,424  
 

 -  

      

 622,424  -   622,424   -  
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Share based payments recognised in Reserves of the Company consists of an Employee Share Option Plan (ESOP) and performance 

rights granted to certain Directors and employees of the Company. The following tables give the assumptions made in determining the fair 

value of the options and the rights issued. 

RESERVES (Continued) 

 

a. Employee Share Options 

 

 2008  2007 

Dividend yield (%) -  - 

Expected volatility (%) 30%  - 

Risk-free interest rate (%) 7.5%  - 

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

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

Share price at grant date ($) $1.12 - $1.75  - 

 

b. Performance Rights 

 2008  2007 

Dividend yield (%) 0%  - 

Expected Probability of Exercise (%) 30%  - 

Risk-free interest rate (%) -  - 

Expected life of option (years) 0.8 - 2.8 years  - 

Option exercise price ($) -  - 

Share price at grant date ($)  $1.86  
 

 - 

 

19. RETAINED EARNINGS / (ACCUMULATED LOSSES) 

 

  Consolidated   Parent 

  2008 2007   2008 2007 

Balance at the beginning of the year 5,565,290  1,212,045   (6,704,157) (43,672) 

Beginning balance transferred from SMS Asset 
Holdings Pty Ltd and Swick Mining Services Ltd 

- 603,044 
  

 -  - 
  

Reclassification of minority interest  - 1,667,668  - - 

Net profit/(loss) attributable to members 11,982,898  3,750,201   (4,843,337) (6,660,485) 

 17,548,188  7,232,958   (11,547,494) (6,704,157) 

 

20. EARNINGS PER SHARE 

 

        Consolidated 

  2008 2007 

a) Basic earnings per share 0.0717  0.0548  

   

b) Reconciliation of earnings used to calculate 
earnings per share   

Profit attributable to ordinary equity holders of the 
company 10,315,230  5,417,869  

   

c) Weighted average number of shares  143,956,423  98,816,631  

   

   

a) Diluted earnings per share 0.0714  0.0548  

   

b) Reconciliation of earnings used to calculate diluted 
earnings per share   
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Profit attributable to ordinary equity holders of the 
company 10,315,230  5,417,869  

   

c) Weighted average number of shares used to 
calculate diluted earnings per share 144,478,044  98,816,631  

21. EXPENDITURE COMMITMENTS 

 

  Consolidated  Parent 

  2008 2007   2008 2007 

a) Lease expenditure      

Finance Leases      

Less than 1 year 13,081,601  4,883,034    -   -  

1 to 2 years 11,721,783  4,245,110    -   -  

2 to 3 years 11,048,442  2,886,684    -   -  

3 to 4 years 9,132,362  2,197,886    -   -  

4 to 5 years 4,854,925  903,329    -   -  

Minimum lease payments 49,839,113  15,116,043    -   -  

Less: future finance charges (7,770,727) (2,135,087)   -   -  

Lease Liability 42,068,386  12,980,956    -   -  

      

Comprising:      

Current liability 9,519,949  3,909,976    -   -  

Non-current liability 32,548,437  9,070,980    -   -  

 42,068,386  12,980,956    -   -  

 

 

 

b)    Capital Commitments 

  

At 30 June 2008, the Swick Group had three (3) Reverse Circulation rigs and four (4) Multi-purpose rigs under construction with a third party at 
a total cost of approximately $13,800,000; the Company is being invoiced progressively for the rigs.  As at 30 June 2008, the Group had been 
invoiced and paid $3,500,000 towards the cost of construction of these rigs. 
 
At 30 June 2008, the Group was committed to the construction of a further twenty-two (22) underground diamond rigs, aimed at expanding the 
rig fleet to a total of sixty-five (65) operating rigs by the end of the financial year 30 June 2009. Outstanding orders exist for the main 
components of the underground diamond rigs, supplied by third parties, at a total combined cost of $13,000,000.  As at 30 June 2008 the Group 
had been invoiced and paid $1,200,000 towards the cost of construction of these rigs. As the components are received progressively over the 
course of the coming twelve months, invoices will be levied on the Group and paid in accordance with agreed terms. 
 
As with previous drill rig acquisitions the Groupôs policy is to finance the majority of the capital cost of rigs purchased and/or manufactured.  
 

There are no contingent liabilities or contingent assets as at 30 June 2008. 

 

 

22. RELATED PARTY TRANSACTIONS 
 

  Consolidated  Parent 

  2008 2007   2008 2007 

      

Sale to related parties:      

Provision of services  -   -   3,896,869  385,000  

Hire of plant  -   -    -   -  

      

Purchases from related parties:      

Consulting fees  -   -    -   -  

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

Hire of plant  -   -    -   -  
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Loans to related parties:      

Advances to commonly controlled entities  -   -   38,412,637  16,492,376  

Repayments from commonly controlled entities  -   -    -   -  

      

Loans from related parties:      

Advances from commonly controlled entities  -   -    -   -  

Repayments to commonly controlled entities  -   -    -   -  

 

RELATED PARTY TRANSACTIONS (Continued) 

     

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 listed in the 
following table. 

  % Equity Interest Investment ($ô000) 

Subsidiary Entity 
Country of 
Incorporation 2008 2007 2008 2007 

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% 0% 
                         

458  
                 
-    

    
    

                    
14,138  

         
13,680  

 

23.  STATEMENT OF CASH FLOWS 

 

  Consolidated   Parent 

  2008 2007   2008 2007 

Cash and Cash Equivalents      
Cash on hand 25,333,508 12,416,923  62,656 41,629 

      

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 25,333,508  12,416,923   62,656  41,629  

Bank Overdraft  -   -    -   -  

 25,333,508  12,416,923   62,656  41,629  

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

      
Profit after income tax 10,315,230  5,417,869   (4,843,337) (6,660,485) 
Add/(less) non-cash items      
Depreciation and amortisation 7,788,490  3,558,320    -   -  
Amortisation of Employee Options & Rights 622,424   -   622,424   -  
Fair value adjustment on interest free loan  -   -   (3,896,869)  -  
Discounted interest on related party loan  -   -   7,940,593  7,269,396  

 18,726,143  8,976,189   (177,189) 608,911  
Changes in assets and liabilities      

(Increase)/decrease in current receivables (5,540,624) (6,385,320)  50,677  (49,484) 
(Increase)/decrease in inventories (5,168,577) (2,459,781)  -  -  
(Increase)/decrease in prepayments (144,284) 104,159   -  -  
(Increase)/decrease in current receivables (4,270,783) 2,667,264   -  -  
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(Increase)/decrease in net deferred tax assets 433,061  1,710,917   61,103  (341,536) 
(Increase)/decrease in other operating assets 105,500  (1,504,139)  -  -  
Increase/(decrease) in payables 2,353,341  1,186,319   (72,434) 46,599  
Increase/(decrease) in provisions 1,774,844  775,033   - (2,800) 
Increase/(decrease) in other operating liabilities 1,859,390   -   -  -  
Increase/(decrease) in provisions for income tax 
payable 

1,122,605  (59,905)  (50,260)  -  
Increase/(decrease) in related party loans -  -   - (337,865) 

Net cash (outflow) inflow from operating activities 11,250,617  5,010,736   (188,103) (76,175) 

 
24. REMUNERATION OF AUDITORS 

 
 

  Consolidated  Parent 

  2008 2007  2008 2007 

Amounts paid or payable to PKF Australia for:     

Audit and review of the Financial Report 81,626  51,264    -  51,264  

Other services 5,830 33,856  - 33,856 

 
       

87,456  
        

85,120                  -    
       

85,120  

 

25. SUBSEQUENT EVENTS 

Significant events subsequent to the balance date were as follows: 

 In July 2008, a total of 300,000 options were issued to an employee of the Group pursuant to the Companyôs Employee Share 

Option Plan.  These options are exercisable on or before 31 March 2011 (and not before 30 September 2010) at an exercise price 

of $1.25. 

 In September 2008, a total of 200,000 options were issued to an employee of the Group pursuant to the Companyôs Employee 
Share Option Plan.  These options are exercisable on or before 31 July 2011 (and not before 31 July 2010) at an exercise price of 
$1.50. 

 In August 2008, the Company approved the build of an additional four new multi-purpose rigs, taking the surface multi-purpose 

fleet to eight rigs. 

There are no other matters or circumstances that have arisen since 30 June 2008 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. 

 
in subsequent periods 

 

 

26. CONTINGENT LIABILITIES & ASSETS 

 

The Company has no contingent liabilities or contingent assets.  

 

27. CHANGE IN ACCOUNTING ESTIMATE 

 

During the financial year ending 30 June 2008, the Company revised the accounting estimate of certain assets to accurately reflect the 

useful life of those assets and the current and future earnings profile. The Company was previously utilising the diminishing value method of 

accounting for such assets and was subsequently changed to the straight-line methodology. This resulted in a reduction in depreciation 

expenditure of $463,376. Due to the planned expansion and growth in the assets of the Company, management take the view it is 

impractical to quantify the effect on future periods. 
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DIRECTORôS DECLARATION 

 

 
The directors of Swick Mining Services Limited (the Company) declare that: 
 
(a) in the directorsô opinion the financial statements and notes on pages 29 to 56, and the remuneration 

disclosures that are contained in the Remuneration Report in the Directorsô Report, set out on pages 12 to 
19, are in accordance with the Corporations Act 2001, including: 

(i) giving a true and fair view of the companyôs and the consolidated entityôs financial position as at 
30 June 2008 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; 

(c) the remuneration disclosures that are contained in the Remuneration Report in the Directorsô Report 
comply with Australian Accounting Standard AASB 124 Related Party Disclosures, the Corporations Act 
2001 and the Corporations Regulations 2001; and 

(d) 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 2008, 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, 24 September 2008 
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