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SALMAT LIMITED
(ABN 11 002 724 638)
Appendix 4D
HALF-YEAR REPORT
31 December 2017

Results for announcement to the market
Half year ended
31-Dec-17
$m

Revenue from con nuing opera ons
Underlying EBITDA from con nuing opera ons
Statutory net proﬁt for the period a ributable to
members from con nuing opera ons
Net tangible asset backing

Half year ended
31-Dec-16
$m

% Change
Increase /
(Decrease)

196.3

204.6

(4%)

11.9

10.5

13%

2.1

1.2

75%

0.24c

0.14c

71%

0.01cps

-

100%

Fully franked dividends
Fully franked interim dividend

Explanation of results
●
●
●
●

Refer to the a ached ASX announcement for commentary on the results.
The informa on contained in this report is to be read in conjunc on with the 2017 Annual Report
and any announcements to the market by Salmat Limited during the period.
During the period MessageNet Pty Ltd, a wholly owned subsidiary, was sold on the 29th of
December 2017. Details of that en ty contribu on to the Group can be found in the notes to the
ﬁnancial statements.
The fully franked interim dividend record date will be 7 March 2018 and the dividend payment date
18 April 2018.
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The Directors present their report on the consolidated en ty consis ng of Salmat Limited and the en
the end of, or during, the half-year ended 31 December 2017.

es it controlled at

DIRECTORS
The names of the Directors of Salmat Limited in oﬃce during the half-year and un l the date of this report are as follows:
Peter Ma ck AM (Chairman)
Mark Webster
Bart Vogel
Stuart Nash (Appointed 1 August 2017)
Fiona Balfour (Re red 31 December 2017)
John Thorn (Re red 26 November 2017)
REVIEW OF OPERATIONS
Salmat’s operations
Principal activities
Salmat is a marke ng services provider. We help clients with the constant pressure of acquiring and servicing customers,
week-in, week-out. With media, digital and outsourced business service capabili es we manage on behalf of our clients
the fundamentals - Reach the right consumers, Convert them to customers, Serve them with a high-quality experience - to
ensure this happens like clockwork.
Salmat deploys these key competences across two business pillars, which are both market leaders:
a) The Marke ng Solu ons division delivers relevant, targeted and integrated communica ons across all digital and
tradi onal channels. Salmat’s solu ons enable clients to interact and engage with their customers through na onal
le erbox distribu on, digital catalogues, pre-shopping website Lasoo, ecommerce, search (SEO, SEM and display
adver sing) and email marke ng.
b) The Contact division helps trusted brands to generate revenue, exit cost, and improve their customer experience. Our
contact centre solu ons specialise in maximising customer life me value using inbound and outbound voice, email,
webchat, SMS, social media, customer experience solu ons and sophis cated speech technology and automa on
solu ons including natural language speech recogni on and voice biometrics. Salmat’s MicroSourcing business
provides Philippines-based outsourced business solu ons - including contact centre services, back-oﬃce processes and
digital crea ve and development services - which are provided via an innova ve range of managed service delivery
models.
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Key developments
2018 half year operating results summary
$ million

HY1 2018

HY1 2017

% change
(pcp)

196.3

204.6

-4%

Underlying EBITDA from continuing operations

11.9

10.5

+13%

Deprecia on and amor sa on

(6.2)

(7.1)

-13%

Net interest

(0.4)

(0.9)

-56%

5.3

2.5

+112%

Signiﬁcant items

(2.2)

-

+100%

Income tax expense

(1.0)

(1.3)

-23%

Net profit after tax from continuing operations

2.1

1.2

+75%

Profit from discontinued operations

9.5

2.9

228%

Net profit after tax for the period

11.6

4.1

+183%

Continuing operations
Sale revenue

Profit before income tax from continuing operations

Revenue from con nuing opera ons of $196.3 million was down from $204.6 million in the prior corresponding period.
Contact Solu ons revenue increased from the prior year on the back of new campaigns and increased spend by the
exis ng client base. This oﬀset the discon nued contracts highlighted at the full year announcement. Salmat con nues to
focus on building proﬁtable new business to oﬀset declining volumes and expired contracts in other parts of the business.
Underlying EBITDA from con nuing opera ons of $11.9 million was up 13% on the ﬁrst half 2017 total of $10.5 million.
Higher margin new business and increased spend have contributed to the improvement in EBITDA. Cost saving ini a ves
made a posi ve contribu on of $2.1 million, oﬀset by reduced margins from volume decline in the catalogue business.
Signiﬁcant items had a net nega ve impact of $2.2 million due to restructuring and costs associated with the strategic
review.
Net proﬁt a er tax from con nuing opera ons of $2.1 million included a tax expense of $1.0 million. A net gain of $9.5
million from discon nued opera ons resulted in net proﬁt a er tax for the period of $11.6 million.
Given the ﬁnancial performance over the past 12 months, the Board has elected to pay an interim dividend of $0.01 cents
per share.
Financial position and cash flows
Opera ng cash inﬂow of $7.9 million before income tax for the period to December 2017 was a slight increase on the
prior period. The ﬁnal payment for the MicroSourcing acquisi on was se led in August 2017 for $4.5 million. The closing
cash balance of $48.2 million reﬂected proceeds from the sale of the MessageNet and Interac ve Solu ons products from
the Marke ng Solu ons segment in late 2017. These proceeds were used to partly pay down the exis ng bank facility in
January 2018.
Property, plant and equipment reduced by $2.5 million due to higher deprecia on than capital expenditure during the
period. Spending on intangibles was only $0.1 million, which is a reduc on compared to the prior year, due to the
comple on of the R2 pla orm in late FY17. Intangible assets reduced through the accelerated amor sa on of the Reach
pla orm, which is due to be decommissioned in the second half of the year. Goodwill was disposed from the Marke ng
Solu ons segment upon the sale of MessageNet and Interac ve Solu ons products.
The Group ended the period with a net assets increase of 9%, driven by a net cash posi on of $22.3 million and
reduc ons in ﬁnancial liabili es, trade and other payables and provisions.
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Business strategies and prospects
Salmat’s core business strategy is to be a leading Australian marke ng services provider, enabling clients to Reach,
Convert and Serve more customers via our suite of Marke ng Solu ons and Contact Solu ons. Salmat is uniquely
posi oned to enable its clients to distribute more engaging content through mul ple channels, enabling them to cost
eﬀec vely reach and inﬂuence their customers and maximise their sales and return on investment.
During the half, Salmat signiﬁcantly advanced the Strategic Review that commenced in February 2017. This review is
examining a number of op ons and opportuni es for every part of the business, following a period of change both within
Salmat and in the markets in which it operates.
As part of the review process, Salmat has elected to divest or discon nue a number of Digital services that did not directly
complement the rest of the Marke ng Solu ons segment. Accordingly, the MessageNet SMS service; Interac ve SMS and
IVR service; and the Fuse franchise marke ng pla orm were sold or closed down during the half.
The Strategic Review is now well progressed with some decisions to be ﬁnalised, further updates to be provided in due
course.
Business risks
Salmat is commi ed to embedding risk management prac ces in a manner that supports achieving its strategic
objec ves. Risk management is carried out in accordance with policies approved by the Board as described in the
Corporate Governance statement. Salmat has established a management-led Risk Management Commi ee that directs
the implementa on and opera on of an appropriate risk management framework and culture. Salmat faces a variety of
material risks including (but not limited to) strategic, opera onal, informa on technology, ﬁnancial and regulatory risks.
Salmat’s opera on of an outsourced data centre model and handling of customer data increases its exposure to
regulatory and reputa on risk and we have employed a number of checks and controls to mi gate this risk.
The current economic and compe ve trading environment, both domes cally and interna onally, par cularly in the
retail sector, remain signiﬁcant business risks. Salmat’s sales volumes and therefore its proﬁtability are directly related to
the level of sales achieved by our retail customers par cularly in the Marke ng Solu ons division.
One of Salmat's focus areas con nues to be about long term sustainability of the catalogue distribu on industry, which is
in the interests of all Salmat’s customers, employees and shareholders and the millions of Australians who read
catalogues every week. We will con nue to use all op ons available to us to maintain and grow our le erbox business,
and we will con nue to lead the industry, both through innova on and investment.
Auditor’s independence declaration
A copy of the Auditor’s independence declara on as required under sec on 307C of the Corporations Act 2001 is set out
on page 6.
Rounding of amounts
The Company is of a kind referred to in ASIC Corpora ons (Rounding in Financial/Directors’ Reports) Instrument
2016/191, issued by the Australian Securi es and Investments Commission, rela ng to the ‘rounding oﬀ’ of amounts in
the Directors' report. Amounts in the Directors' report have been rounded oﬀ in accordance with ASIC Corpora ons
(Rounding in Financial/Directors’ Reports) Instrument 2016/191 to the nearest thousand dollars, or in certain cases, to the
nearest dollar.
Signed this 27th day of February 2018 in accordance with a resolu on of the Board of Directors.

Peter Mattick AM
Chairman
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Auditor’s Independence Declaration
As lead auditor for the review of Salmat Limited for the half-year ended 31 December 2017, I declare that
to the best of my knowledge and belief, there have been:
1.

no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the review; and
2. no contraventions of any applicable code of professional conduct in relation to the review.
This declaration is in respect of Salmat Limited and the entities it controlled during the period.

Susan Horlin
Partner

Sydney
27 February 2018

PricewaterhouseCoopers, ABN 52 780 433 757
One International Towers Sydney, Watermans Quay, Barangaroo, GPO BOX 2650, SYDNEY NSW 2001
T: +61 2 8266 0000, F: +61 2 8266 9999, www.pwc.com.au
Liability limited by a scheme approved under Professional Standards Legislation.
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Salmat Limited
Consolidated Income Statement
For the half year ended 31 December 2017

Revenue

3

Other income

4

Employee beneﬁts expenses
Deprecia on and amor sa on expense
Freight, distribu on and communica on expenses
Property related expenses
Equipment related expenses
Other expenses from ordinary ac vi es
Finance costs
Share of net proﬁts of joint ventures accounted for using the equity method
Profit before income tax
Income tax expense

5

Profit from continuing operations
Proﬁt from discon nued opera on (a ributable to equity holders of the
company)
Profit for the period

8

Half year ended
31 Dec 2017
$000

Half year ended
31 Dec 2016
$000

196,327

204,628

14

703

(102,660)

(106,269)

(6,147)

(7,116)

(55,114)

(58,171)

(12,608)

(12,862)

(11,172)

(10,114)

(5,264)

(7,458)

(692)

(1,233)

410

369

3,094

2,477

(1,002)

(1,235)

2,092

1,242

9,458

2,907

11,550

4,149

Profit for the period
Attributable:
Owners of the company

11,550

4,107

-

42

Non-controlling interests
Earnings per share for profit from continuing operations attributable to
owners of Salmat Limited
Basic earnings per share
Diluted earnings per share

Cents

Cents

1.1

0.7

1.0

0.7
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Salmat Limited
Consolidated Statement of Comprehensive Income
For the half year ended 31 December 2017

Half year ended
31 Dec 2017
$000

Half year ended
31 Dec 2016
$000

11,550

4,149

(1,082)

948

-

95

Other comprehensive income for the period

(1,082)

1,043

Total comprehensive income

10,468

5,192

Owners of the company

10,468

5,335

Non-controlling interest

-

(143)

10,468

5,192

1,010

2,285

9,458

2,907

10,468

5,192

Profit for the period
Other comprehensive income
Items that may be reclassified subsequently to profit and loss:
Exchange diﬀerences on transla on of foreign opera ons
Items that may not be reclassified subsequently to profit and loss:
Actuarial gains on re rement beneﬁt obliga on

Attributable:

Total comprehensive income for the period attributable from:
Con nuing opera ons
Discon nued opera ons

8
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Salmat Limited
Consolidated Statement of Financial Posi on
For the half year ended 31 December 2017

Half year ended
31 Dec 2017
$000

Full year ended
30 Jun 2017
$000

Current assets
Cash and cash equivalents

48,231

34,816

Trade and other receivables

50,970

52,055

Inventories

46

231

Other current assets

5,386

4,584

Total current assets

104,633

91,686

Receivables and other non-current assets

4,841

5,502

Investments accounted for using the equity method

1,885

1,546

Property, plant and equipment

8,350

10,864

Deferred tax assets

12,318

12,845

Intangible assets

79,378

88,082

Total non-current assets

106,772

118,839

Total assets

211,405

210,525

42,220

45,105

Provisions

8,643

10,336

Borrowings

26,385

5,970

Non-current assets

Current liabilities
Trade and other payables

Other ﬁnancial liabili es

7

Current tax payable
Total current liabilities

-

4,583

337

1,016

77,585

67,010

2,796

3,135

-

20,016

Non-current liabilities
Provisions and other payables
Borrowings
Deferred tax liabili es

1,936

2,101

Re rement beneﬁt obliga ons

864

689

Other non-current liabili es

840

714

Total non-current liabilities

6,436

26,655

84,021

93,665

127,384

116,860

Total liabilities
Net assets
Equity
Contributed equity

226,585

226,585

Reserves

9

(21,483)

(20,457)

Retained earnings

(77,718)

(89,268)

Equity attributable to owners of the company

127,384

116,860
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Salmat Limited
Consolidated Statement of Changes in Equity
For the half year ended 31 December 2017

Contributed
equity
$000

Retained
profits
$000

226,585

(89,268)

Proﬁt for the period

-

Other comprehensive income

-

Total comprehensive income
for the period
Cost of share-based payments

Balance at 1 July 2017

Reserves Non-controlling
interest
$000
$000

Totals
$000

(20,457)

-

116,860

11,550

-

-

11,550

-

(1,082)

-

(1,082)

-

11,550

(1,082)

-

10,468

-

-

56

-

56

-

-

56

-

56

Balance at 31 December 2017

226,585

(77,718)

(21,483)

-

127,384

Balance at 1 July 2016

209,976

(93,598)

(29,056)

10,598

97,920

Proﬁt for the period

-

4,107

-

42

4,149

Other comprehensive income

-

87

1,141

(185)

1,043

Total comprehensive income
for the period

-

4,194

1,141

(143)

5,192

16,673

-

-

-

16,673

-

-

272

-

272

-

-

-

(1,692)

(1,692)

Transac ons with owners in
their capacity as owners:
Issued share capital
Cost of share-based payments
Dividends paid
Transac on with NCI reserve
Balance at 31 December 2016

6

-

-

8,763

(8,763)

-

16,673

-

9,035

(10,455)

15,253

226,649

(89,404)

(18,880)

-

118,365
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Salmat Limited
Consolidated Statement of Cash Flows
For the half year ended 31 December 2017

Half year ended
31 Dec 2017
$000

Half year ended
31 Dec 2016
$000

Cash flows from operating activities
Receipts from customers (inclusive of goods and services tax)
Payment to suppliers and employees (inclusive of goods and services
tax)
Income taxes paid
Net cash inflow from operating activities

227,500

240,987

(219,622)

(233,196)

7,878

7,719

(1,459)

(1,693)

6,419

6,098

(1,374)

(3,425)

(134)

(934)

Cash flows from investing activities
Payments for property, plant and equipment
Payments for intangible assets
Interest received

192

185

Repayments from loan to associate

-

380

Proceeds from sale of investment in associate

-

702

Proceeds from sale of assets

15,114

-

Net cash inflow/(outflow) from investing activities

13,798

(3,092)

Proceeds from rights issue - en tlement oﬀer

-

15,063

Transac on costs from rights issue - en tlement oﬀer

-

(1,004)

Proceeds from borrowings drawdown

-

5,000

Payment for acquisi on

(4,483)

(19,898)

Repayment of borrowings

(1,183)

(1,177)

(592)

(597)

-

(1,692)

Net cash outflow from financing activities

(6,258)

(4,305)

Net increase/(decrease) in cash held

13,959

(1,299)

Cash and cash equivalents at the beginning of the period

34,816

42,911

(544)

184

48,231

41,796

Cash flows from financing activities

Interest and ﬁnance costs paid
Dividends paid to non-controlling interest

Effects of exchange rate changes on cash and cash equivalents
Cash and cash equivalents at the end of the period
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Salmat Limited
Notes to the Financial Statements
For the half year ended 31 December 2017
1.

BASIS OF PREPARATION OF HALF-YEAR REPORT

a)

Basis of preparation

This interim ﬁnancial report for the half-year period ended 31 December 2017 has been prepared in accordance with
Accoun ng Standard AASB 134 Interim Financial Reporting, the Corporations Act 2001 and other mandatory professional
repor ng requirements.
This interim ﬁnancial report does not include the notes of the type normally included in an annual ﬁnancial report.
Accordingly, this report is to be read in conjunc on with the annual report for the year ended 30 June 2017 and any public
announcements made by Salmat Limited during the interim repor ng period in accordance with the con nuous disclosure
requirements of the Corporations Act 2001.
The accoun ng policies applied by the consolidated en ty are consistent with those applied by the consolidated en ty in
its full year ﬁnancial report for the year ended 30 June 2017 except for the adop on of new standards and interpreta ons
issued since this date, noted below.
b)

New accounting standards

AASB 15 Revenue from contracts with customers
The group adopted AASB 15 Revenue from contracts with customers eﬀec ve from 1 January 2018. AASB 15 replaced
AASB 118 which covered revenue arising from the sale of goods and the rendering of services and AASB 111 which
covered construc on contracts. The new standard is based on the principle that revenue is recognised when control of a
good or service transfers to a customer.
Management has undertaken an impact assessment to iden fy revenue streams and associated transac ons where
applying AASB 15 could result in diﬀerences from the current approach. The following areas of poten al diﬀerence were
iden ﬁed:
●

●

Revenue on ﬁxed price and project-based contracts within the Marke ng Solu ons business is currently recognised
as services or rendered on a percentage of comple on basis. Iden ﬁca on of separate performance obliga ons
within these contracts under AASB 15 may result in a shi in ming of revenue recogni on.
Costs incurred to secure new contracts or costs outlayed in connec on with servicing contracts that were previously
expensed as incurred may qualify for capitalisa on under AASB 15 and be expensed over the life of the contract.

Management is currently quan fying the impact in each of the areas above on adop on and is evalua ng the transi on
op ons provided under the standard. Group accoun ng policies will be updated following comple on of the impact
assessment.

c)

New accounting standards issued but not yet adopted

AASB 16 Leases
AASB 16 was issued in February 2016. It will result in almost all leases being recognised on balance sheet, as the dis nc on
between opera ng and ﬁnance leases is removed. Under the new standard, an asset (the right to use the leased item) and
a ﬁnancial liability to pay rentals over the term of the lease are recognised. The only excep ons are for short-term and
low-value leases.
This standard is mandatory for ﬁnancial years commencing on or a er 1 January 2019. At this stage, the group does not
intend to adopt the standard before its mandatory eﬀec ve date.
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Salmat Limited
Notes to the Financial Statements
For the half year ended 31 December 2017
1.
c)

BASIS OF PREPARATION OF HALF-YEAR REPORT (continued)
New accounting standards issued but not yet adopted (continued)

AASB 9 Financial instruments
AASB 9 addresses the classiﬁca on, measurement and derecogni on of ﬁnancial assets and ﬁnancial liabili es, introduces
new rules for hedge accoun ng and a new impairment model for ﬁnancial assets.
The main ﬁnancial assets expected to be impacted are trade receivables. The new impairment model requires the
recogni on of impairment provisions based on expected credit losses (ECL) rather than only incurred credit losses as is the
case under AASB 139. The Group does not expect the new guidance to have a signiﬁcant impact on the classiﬁca on and
measurement of these although it may result in an earlier recogni on of credit losses.
There will be no impact on the Group’s accoun ng for ﬁnancial liabili es, as the new requirements only aﬀect the
accoun ng for ﬁnancial liabili es that are designated at fair value through proﬁt or loss and the Group expects its other
ﬁnancial liabili es to be se led prior to the implementa on date.

2.

SEGMENT INFORMATION

(a)

Business segments

The Group has iden ﬁed its opera ng segments based on internal reports that are reviewed and used by the Chief
Execu ve Oﬃcer (the chief opera ng decision maker) in assessing performance and in determining the alloca on of
resources. A measure of total assets and liabili es are not regularly provided to the CODM. The Chief Execu ve Oﬃcer has
iden ﬁed two segments which are as follows:
Marketing Solutions
The Marke ng Solu ons segment delivers relevant, targeted and integrated communica ons across all digital and
tradi onal channels. Salmat’s solu ons enable clients to interact and engage with their customers through na onal
le erbox distribu on, digital catalogues, pre-shopping website Lasoo, ecommerce, search (SEO, SEM and display
adver sing) and email marke ng.
Contact Solutions
The Contact division helps trusted brands to generate revenue, exit cost, and improve their customer experience. Our
contact centre solu ons specialise in maximising customer life me value using inbound and outbound voice, email,
webchat, SMS, social media, customer experience solu ons and sophis cated speech technology and automa on
solu ons including natural language speech recogni on and voice biometrics. Salmat’s MicroSourcing business provides
Philippines-based outsourced business solu ons - including contact centre services, back-oﬃce processes and digital
crea ve and development services - which are provided via an innova ve range of managed service delivery models.
Corporate costs
Corporate costs are those costs which are managed on a Group basis and not allocated to business segments. They
include costs of strategic planning decisions, compliance costs and treasury-related ac vi es.
Interest revenue and ﬁnance costs are not allocated to segments, as this type of ac vity is driven by the corporate ﬁnance
team, which manages the cash posi on of the Group.
Accounting policies
Segment revenues and expenses are those directly a ributable to the segments.
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Salmat Limited
Notes to the Financial Statements
For the half year ended 31 December 2017
2.

SEGMENT INFORMATION (continued)

(b)

Segment information provided to the chief operating decision maker

Six months to 31 December 2017
Marketing
Solutions
$000

Contact
Solutions
$000

Corporate
costs
$000

Total

94,355

101,709

-

196,064

$000

Segment revenue
Sales to external customers

263

Interest revenue

196,327

TOTAL revenue
Underlying EBITDA

9,402

5,476

(2,995)

11,883
(6,147)

Deprecia on and amor sa on expense
Net ﬁnance costs

(429)

Profit before income tax from continuing
operations before significant items

5,307
(2,213)

Signiﬁcant items (note 2 c)

3,094

Profit before income tax from continuing
operations after significant items

(1,002)

Income tax expense
Profit for the period from continuing
operations

2,092

(c)
Significant items
The chief opera ng decision maker (CODM) assesses the performance of the opera ng segments based on a measure of
underlying EBITDA. This measurement basis excludes the eﬀects of non-recurring expenditure from the opera ng
segments.

Significant items included in total expenses
Restructuring costs
Strategic review costs
Significant items

Half year ended
31 Dec 2017
$000
(1,692)
(521)
(2,213)

Half year ended
31 Dec 2016
$000
-
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Salmat Limited
Notes to the Financial Statements
For the half year ended 31 December 2017
2.

SEGMENT INFORMATION (continued)

(d)

Segment information provided to the chief operating decision maker (continued)

Six months to 31 December 2016
(Restated)

Marketing
Solutions
$000

Contact
Solutions
$000

Corporate
costs
$000

Total

105,122

99,151

-

204,273

$000

Segment revenue
Sales to external customers

355

Interest revenue

204,628

TOTAL revenue
Underlying EBITDA

12,818

1,373

(3,721)

10,470
(7,116)

Deprecia on and amor sa on expense
Net ﬁnance costs

(877)

Profit before income tax from continuing
operations

2,477
(1,235)

Income tax expense
Profit for the period from continuing
operations

3.

REVENUE

The Group derives the following type of revenue:

Services
Finance income
Total revenue from continuing operations

4.

1,242

Half year ended
31 Dec 2017
$000
196,064

Half year ended
31 Dec 2016
$000
204,273

263

355

196,327

204,628

OTHER INCOME

The Group derives the following type of other income:

Half year ended
31 Dec 2017
$000
-

Half year ended
31 Dec 2016
$000
702

Other income

14

1

Total

14

703

Proﬁt on sale of share in associate
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Salmat Limited
Notes to the Financial Statements
For the half year ended 31 December 2017
5.

INCOME TAX EXPENSE

The income tax expense of $1.0 million represents current tax payable in rela on to proﬁtable overseas jurisdic ons.
6.

DIVIDENDS

Half year ended
31 Dec 2017
Pre Tax
$000

Half year ended
31 Dec 2016
Pre Tax
$000

Dividend paid to non-controlling Interests

-

1,692

Dividends paid as per Statement of Cash Flows

-

1,692

The Board has elected to pay a fully franked interim dividend for this period of $0.01 per share. Dividends will con nue to
be considered in the context of Salmat’s capital management strategy. (2016: nil).
7.

FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

(i)

Fair value hierarchy

The fair value of ﬁnancial assets and ﬁnancial liabili es must be es mated for recogni on and measurement or for
disclosure purposes. To provide an indica on about the reliability of the inputs used in determining fair value, the group
has classiﬁed its ﬁnancial instruments into the three levels prescribed under the accoun ng standards.
The con ngent considera on payable and put/call op ons associated with business combina ons completed in the prior
year are classiﬁed as Level 3 ﬁnancial liabili es.
The Group has no level 1 or level 2 ﬁnancial liabili es, and no material ﬁnancial assets requiring fair value measurement.
The carrying value less impairment provision of trade receivables and trade payables are assumed to approximate their
fair values due to their short term nature. The carrying value of the bank loan is not materially diﬀerent to its fair value.
(ii)

Summary of level 3 financial instruments

The fair value for con ngent considera on and the put/call op ons have been calculated using a discounted cash ﬂow
model with the key input being the discount rate.
Reconcilia on of the level 3 ﬁnancial liabili es for the current year:

Carrying amount at the start of the year
Increase in fair value

Half year ended
31 Dec 2017
$000
4,583
-

Unwinding of discount rate

-

Payment of put/call op on

(4,483)

Interest on put/call op on

-

Foreign exchange on put/call op on

(100)

Issue of share capital to se le put/call op on

-

Carrying amount at the end of the year

-
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7.

FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS (continued)

On 10 August 2016, the Group completed the remaining 50% acquisi on of MicroSourcing Interna onal. $22.3m of this
liability was se led on 10 August 2016, through a $20.0m cash payment and $2.3m share issue. The payment terms for
the remaining $8.5m were re-nego ated to defer cash se lement date, so that $4.3m was paid in April 2017 and the
remaining $4.2m (excluding interest) was paid in August 2017. No other level 3 ﬁnancial liabili es remain on balance sheet
at 31 December 2017.
8.
(a)

DISCONTINUED OPERATIONS
Description

During the period, the Group sold products from the Marke ng Solu ons segment over two separate transac ons:
●

●
●

MessageNet - Sale of the MessageNet Pty Ltd company to Message4U Pty Ltd for $14.8m on the 29th of December
2017. The proceeds from this sale comprised of a payment of $14.6m and a deferred element of $0.2m to be paid in
12 months.
Interac ve Services - Trade sale of the customers and products were sold to Oxygen8 for $500k on the 31st of October
2017.
The Fuse pla orm was discon nued in the period and was sold for an immaterial amount.

The sale of these products from the Marke ng Solu ons segment is reported in the current period as a discon nued
opera on. The transac ons generated total net gain of $8.8m.
(b)

Financial performance and cash flow information of Marketing Solutions discontinued operations

The ﬁnancial performance and cash ﬂow informa on presented is for the six months ended 31 December 2017 and 31
December 2016.
Half year ended
31 Dec 2017
$000

Half year ended
31 Dec 2016
$000

8,352

19,874

40

5

(7,759)

(16,962)

633

2,907

-

-

633

2,907

Gain on sale of the discon nued opera ons a er income tax, see (c) below

8,825

-

Profit from discontinued operations

9,458

2,907

Net cash inﬂow from opera ng ac vi es

2,085

2,401

(2,011)

(1,609)

74

792

Revenue
Other income
Expenses from ordinary ac vi es
Profit before income tax
Income tax expense
Proﬁt for the period from the discon nued opera ons

Net cash ou low from inves ng ac vi es
Net increase in cash generated by the discontinued operations
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8.

DISCONTINUED OPERATIONS (continued)
(c)

Details of the sale of the Marketing Solutions businesses
Half year ended
31 Dec 2017
$000

Consideration received or receivable:
Cash
Fair value of con ngent considera on
Total disposal consideration
Less: Carrying amount of net assets sold
Gain on sale before transaction costs
Less: Working capital adjustments

15,114
186
15,300
(5,892)
9,408
(297)

Less: Transac on costs

(286)

Gain on sale after transaction costs

8,825

Income tax expense on gain
Gain on sale after income tax

8,825

The carrying amount of assets and liabili es as at the date of sale (31 December 2017) were:
31 Dec 2017
$000
Trade receivables and other receivables
Deferred tax assets

1,093
236

Intangible assets

6,188

Total assets

7,517

Trade creditors and other payables
Deferred revenue
Employee beneﬁt obliga ons

887
649
89

Total liabilities

1,625

Net assets

5,892
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9.

CONTINGENCIES

The Group has been, and is involved. from me to me in various claims and proceedings arising from the conduct of its
business. There are no claims or proceedings on foot, either individually or in aggregate, where the quantum of the claim
is likely to have a material eﬀect on the Group’s ﬁnancial posi on, aside from one claim which is currently stayed, and
which ul mately the Group believes it is in a strong posi on to defend. The Group maintains insurance cover to minimise
the poten al eﬀects of such claims, and where appropriate, provisions have been made.

10.

CONTRIBUTED EQUITY

There has been no movement in the contributed equity since the beginning of the ﬁnancial year.
Number of
Ordinary share capital
shares
’000
Date
Details
1 July 2017
Opening balance
199,339

226,585

31 December 2017

226,585

11.

Balance

199,339

$'000

EVENTS OCCURRING AFTER THE BALANCE SHEET DATE

No circumstance has arisen since 31 December 2017 that has signiﬁcantly aﬀected or may signiﬁcantly aﬀect:
(i)
(ii)
(iii)

the Group’s opera ons in future ﬁnancial years; or
the results of those opera ons in future ﬁnancial years; or
the Group’s state of aﬀairs in future ﬁnancial years.
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Salmat Limited
Director’s Declara on
31 December 2017

The Directors of the Company declare that:
1.

2.

The ﬁnancial statements and notes, as set out on pages 3 to 19, are in accordance with the Corporations Act 2001,
including:
(a)

Comply with Accoun ng Standard AASB 134 Interim Financial Reporting and the Corporations Regulations 2001
and other mandatory repor ng requirements, and;

(b)

Give a true and fair view of the consolidated en ty’s ﬁnancial posi on as at 31 December 2017 and of its
performance for the half-year ended on that date.

In the Directors’ opinion there are reasonable grounds to believe that the Company will be able to pay its debts as
and when they become due and payable.

This declara on is made in accordance with a resolu on of the Board of Directors.
Signed this 27th day of February 2018 on behalf of the Board.

Peter Mattick AM
Chairman
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Independent auditor's review report to the members of Salmat
Limited
Report on the Half-Year Financial Report
We have reviewed the accompanying half-year financial report of Salmat Limited (the Company), which
comprises the consolidated statement of financial position as at 31 December 2017, the consolidated
statement of comprehensive income, consolidated statement of changes in equity, consolidated statement
of cash flows and consolidated income statement for the half-year ended on that date, a summary of
significant accounting policies, other explanatory notes and the directors' declaration for Salmat Limited
Group. The consolidated entity comprises the Company and the entities it controlled during that halfyear.

Directors' responsibility for the half-year financial report
The directors of the Company are responsible for the preparation of the half-year financial report that
gives a true and fair view in accordance with Australian Accounting Standards and the Corporations Act
2001 and for such internal control as the directors determine is necessary to enable the preparation of the
half-year financial report that is free from material misstatement whether due to fraud or error.

Auditor's responsibility
Our responsibility is to express a conclusion on the half-year financial report based on our review. We
conducted our review in accordance with Australian Auditing Standard on Review Engagements ASRE
2410 Review of a Financial Report Performed by the Independent Auditor of the Entity, in order to state
whether, on the basis of the procedures described, we have become aware of any matter that makes us
believe that the half-year financial report is not in accordance with the Corporations Act 2001 including
giving a true and fair view of the consolidated entity’s financial position as at 31 December 2017 and its
performance for the half-year ended on that date; and complying with Accounting Standard AASB 134
Interim Financial Reporting and the Corporations Regulations 2001. As the auditor of Salmat Limited,
ASRE 2410 requires that we comply with the ethical requirements relevant to the audit of the annual
financial report.
A review of a half-year financial report consists of making enquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with Australian Auditing Standards and
consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Independence
In conducting our review, we have complied with the independence requirements of the Corporations Act
2001.

PricewaterhouseCoopers, ABN 52 780 433 757
One International Towers Sydney, Watermans Quay, Barangaroo, GPO BOX 2650, SYDNEY NSW 2001
T: +61 2 8266 0000, F: +61 2 8266 9999, www.pwc.com.au
Liability limited by a scheme approved under Professional Standards Legislation.
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Conclusion
Based on our review, which is not an audit, we have not become aware of any matter that makes us believe
that the half-year financial report of Salmat Limited is not in accordance with the Corporations Act 2001
including:
1.

giving a true and fair view of the consolidated entity’s financial position as at 31 December 2017 and
of its performance for the half-year ended on that date;

2.

complying with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations
Regulations 2001.

PricewaterhouseCoopers

Susan Horlin
Partner

Sydney
27 February 2018
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