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1. Company details
Name of entity:
ARBN:
Reporting period:
Previous period:

Synertec Corporation Limited
161 803 032
For the year ended 30 June 2018
For the year ended 30 June 2017 (Refer Comments below)

2. Results for announcement to the market
30 June
2018
$
11,432,670

30 June
2017
$
14,682,303

Loss from ordinary activities after tax
attributable to the owners of Synertec
Corporation Limited

(337,980)

Loss for the period attributable to the
owners of Synertec Corporation
Limited

(8,455,239)

Revenues from ordinary activities

Up/Down

Change

Change

Down

$
(3,249,633)

%
(22)%

938,895

Down

(1,276,875)

(136)%

938,895

Down

(9,394,134)

(1001)%

Comments – Control gained over entities, basis of preparation and comparative information
Synertec Corporation Limited (formerly SML Corporation Limited) completed the acquisition of Synertec Pty Ltd on 8 August
2017. As a result of the acquisition, the former shareholders of Synertec Pty Ltd effectively obtained control of the combined
entity. Accordingly, under the principles of the International Financial Reporting Standard IFRS 3 ‘Business Combinations’,
Synertec Pty Ltd was deemed to be the accounting acquirer in this transaction. The acquisition has been accounted for as a
reverse acquisition by which Synertec Pty Ltd acquired the net assets and listing status of Synertec Corporation Limited.
Accordingly, the consolidated financial statements of Synertec Corporation Limited have been prepared as a continuation of
the business and operations of Synertec Pty Ltd. As the deemed acquirer, Synertec Pty Ltd has accounted for the
acquisition of Synertec Corporation Limited from 8 August 2017.
The comparative information (prior comparative period or “pcp”) for the year ended 30 June 2017 and the statement of
financial position as at 30 June 2017 presented in the consolidated financial statements are that of Synertec Pty Ltd. Where
necessary, comparative information has been reclassified and repositioned for consistency with current period disclosures.
Most of the accounting policies have changed from those of Synertec Corporation Limited previously to those of Synertec
Pty Ltd. Refer to the financial report for the year ended 30 June 2018 for more information.
Comments – Review of operations
In Australian dollars
30 June 2018
30 June 2017
(Loss)/profit before tax and corporate transaction costs
Corporate transaction costs
Income tax expense
(Loss)/profit from operations

(395,949)

1,882,230

(47,414)

(534,340)

105,383

(408,995)

(337,980)

938,895

Listing expense

(4,722,112)

-

(Loss)/profit for the year from continuing operations

(5,060,092)

938,895

Loss from discontinued operations

(3,395,147)

-

Total comprehensive income for the year

(8,455,239)

938,895
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Comments – Review of operations
Continuing operations
Financial year 2018 represented a period of change and progress for the Group. The first half of the year achieved the
completion of the acquisition and re-listing of the Group on the ASX on 8 August 2017 and the formation of the new
Board, as well as the commissioning of key projects which contributed to the development of unique products and
solutions, particularly in the oil and gas sector.
In the second half of the year the Group was awarded and commenced several major projects in the pharmaceutical and
infrastructure sectors which contributed to substantial growth in revenue (up 44% on the first half) and work in hand, and
strong forward momentum entering FY19. This provides a solid platform for growth and economies of scale, while the
pipeline of opportunities continues to grow.
Whilst FY18 did not deliver on management’s expectations in terms of revenue and earnings, the Board and management
were pleased and excited by the projects awarded to the Group. The Group’s operations continued to diversify as planned
and place the Group in a position to expand based on improving market conditions and increasing enquiry for its products
and solutions, particularly EPC opportunities in the pharmaceutical, oil and gas and infrastructure sectors. It is this strategic
transformation that the Board and management believe will deliver sustainability and improved quality in earnings as the
business commences its next phase of development.
Synertec has continued to evolve over the past few years and while there were changes to its capital structure in 2018,
there remains a few basic principles the Group continues to follow:
- Preserve balance sheet strength
- Continue sustainable, profitable and strategic delivery
- Invest in people and capability; and
- Focus on costs at every level in the business.
The revenue of the Group for the year ended 30 June 2018 was $11.4 million (30 June 2017: $14.7 million), which
constitutes revenue produced by wholly-owned subsidiary, Synertec Pty Ltd, on both ongoing and new projects during the
period. The decline in revenues for the year was mainly due to customers extending lead times for confirmation of major
project awards, and the impact of some large projects from prior years completing in the first half of this financial year
before further key projects were awarded. Revenue for FY17 reflected particularly strong performance with major
cornerstone projects in LNG custody transfer being successfully delivered and commissioned at the Wheatstone and
Gorgon LNG plants in Western Australia.
Strong project management capability, underpinned by effective processes and systems, continues to generate solid gross
profit margins. This is especially pleasing as the Group has been awarded more projects in sectors it has been strategically
targeting and developing expertise in for the past few years.
The Group continued to carefully control overheads, with the operating cost base of the business remaining stable over
the past two years. During the year, the business continued to develop expertise in its specialist areas, while strategically
configuring its workforce, capability and systems for execution of its growing pipeline of opportunities and work-in-hand.
The current operating platform of the business, which has been built deliberately to strengthen project management and
accommodate anticipated growth in projects (size and number), can easily support considerable expansion from revenue
levels delivered in the past and present.
The Group delivered an operating net loss after tax (before Listing expense) of $0.3 million (30 June 2017: $0.9 million
profit). This result includes the cost of forming a new Board for the Group and various annual listing compliance costs.
These costs amounted to $0.6m in FY18 and are not expected to exceed this level in the foreseeable future.
The net loss after tax of the Group from its continuing operations for the period was $5.1 million (30 June 2017: net profit
$0.9 million). This result includes significant costs associated with accounting for the acquisition of Synertec Pty Ltd and
ASX re-listing process completed in August 2017. Major accounting costs related to the transaction during the year include
a deemed Listing expense of $4.7 million, as detailed in the financial report.
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Discontinued operations
Further to the Synertec Corporation Limited announcement on 22 September 2017, whereby the Company completed the
sale of 100% of the issued shares in its subsidiary, Australian Gold Mines Pty Ltd (which owns all the shares in Mt Wills
Gold Mines Pty Ltd, the holder of the mining assets) and an immaterial related parcel of land under a Contract for the Sale
(“Mining Assets”) as intended, the Company announced on 23 December 2017 that all sale warranties were completed.
The Mining Assets were sold for $3.5 million and net proceeds of $3.6 million were distributed to eligible Redemption Note
holders on 15 January 2018 (refer to Note 19 of the Financial Statements), equating to 4.4 cents per share. The Sale of
the Mining Assets resulted in a loss on sale of those assets of $3.2 million, recognised in the result from discontinuing
operations.
In determining the Net Sale Proceeds, all direct costs and taxes payable have been deducted from the gross sale
proceeds. The company was able to obtain a refund of some tenement rental costs from Government authorities and a
refund of a bank deposit placed in support of a tenement bond. There was also bank interest earned on the cash
consideration placed as a term deposit. As a result, the Net Sale Proceeds exceeded the cash consideration received for
the Mining Assets.
Upon completion of the warranties and determining the Net Sale Proceeds for the sale of the Mining Assets in December
2017, a loss on sale of the Mining Assets of $3.2 million was calculated and recognised in the financial statements of
Synertec Corporation Limited as at 30 June 2018 as part of the loss from discontinuing operations.
Net operating costs from mining subsidiaries of $0.2 million has been included in the loss from discontinuing operations.
These costs relate to the Sale of Mining Assets, execution of Redemption Note obligations and winding down of the mining
subsidiaries (during the year, subsidiary company Mitta Omeo Metals Pty Ltd, was wound up and deregistered). Therefore,
total loss from discontinuing operations was $3.4 million (30 June 2017: nil).

Financial Position
The Group’s balance sheet remains strong, closing the year with total cash of $5.0 million, including $3.5 million in cash
available to operations (30 June 2017: $3.0 million) and $1.5 million in cash on term deposit (30 June 2017: $0.7 million)
as security for the bank guarantee facility. The business continues to operate with no debt.
It is this fiscal discipline which the Board and management consider important and appropriate for the current engineering
environment and to deliver on the strategy and projected growth for the business.
Net cash generated from operations during the year of $1.0 million (2017: net cash outflow of $1.3 million) effectively
funded the increase of $1.1 million in the cash-backed bank guarantee facility, taking the facility to $1.5 million at 30 June
2018 (30 June 2017: $0.4 million), which was required following the award of several large projects in the second half of
the financial year. There is headroom in the facility at 30 June 2018 of $0.4 million. Contracts have been appropriately
structured and working capital managed to ensure future cash flows are well coordinated.

Dividends
No dividends were declared, paid or recommended in respect of the current year (pcp: nil).

Page | 4

Synertec Corporation Limited
Appendix 4E Statement
Year Ended 30 June 2018

3. Net tangible assets
Reporting
period
Cents
Net tangible assets per ordinary security

Previous
period
Cents

0.02

0.08

4. Control gained over entities
Refer Comments in Section 2 of this Statement.

5. Loss of control over entities
Refer Comments in Section 2 of this Statement.

6. Details of associates and joint venture entities
Not applicable.

Name of associate / joint venture
There are no associates or joint venture entities.

Reporting entity's
percentage holding
Reporting
period
%

Contribution to profit/(loss)
(where material)

Previous
period
%
-

Reporting
period
$'000
-

Previous
period
$'000
-

7. Audit qualification or review
Details of audit/review dispute or qualification (if any):
This Statement is based on the consolidated financial statements for the year ended 30 June 2018, which were subject to
an audit by the auditors and the audit report is attached as part of the Financial Report.

8. Attachments
Details of attachments (if any):
The Financial Report of Synertec Corporation Limited for the year ended 30 June 2018 is attached.
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9. Signed

______________________________
Ms. Leeanne Bond
Chairperson
Melbourne
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Date: 29 August 2018

Collins Square, Tower 1
727 Collins Street
Docklands VIC 3008
Correspondence to:
GPO Box 4736
Melbourne VIC 3001

Independent Auditor’s Report

T +61 3 8320 2222
F +61 3 8320 2200
E info.vic@au.gt.com
W www.grantthornton.com.au

To the Members of Synertec Corporation Limited

Report on the audit of the financial report

Opinion
We have audited the financial report of Synertec Corporation Limited and its subsidiaries (the Group), which comprises the
consolidated statement of financial position as at 30 June 2018, the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements, including a summary of significant accounting policies, and
the directors’ declaration.
In our opinion, the accompanying financial report of the Group gives us a true and fair view of the Group’s financial position
as at 30 June 2018 and of its performance for the year ended on that date and in accordance with International Financial
Reporting Standards as issued by the International Accounting Standards Board.

Basis for opinion
We conducted our audit in accordance with International Financial Reporting Standards. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Report section of our report.
We are independent of the Group in accordance with the independence requirements of the Accounting Professional and
Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants (the Code) that are relevant to our audit
of the financial report in Australia. We have also fulfilled our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the financial
report of the current period. These matters were addressed in the context of our audit of the financial report as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.

Grant Thornton Audit Pty Ltd ACN 130 913 594
a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389
‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients
and/or refers to one or more member firms, as the context requires. Grant Thornton Australia Ltd is a member firm of Grant Thornton International
Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each member firm is a separate legal entity. Services are
delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not obligate one
another and are not liable for one another’s acts or omissions. In the Australian context only, the use of the term ‘Grant Thornton’ may refer to
Grant Thornton Australia Limited ABN 41 127 556 389 and its Australian subsidiaries and related entities. GTIL is not an Australian related entity to
Grant Thornton Australia Limited.

Liability limited by a scheme approved under Professional Standards Legislation.

www.grantthornton.com.au

Key audit matter

How our audit addressed the key audit matter

Revenue Recognition
Our procedures included, amongst others:
using the percentage completion method for their fixed price projects. • Documented the processes and controls around revenue
recognition;
The hourly rate projects are recognised as the associated labour
•
Obtained a revenue listing by project split between complete and
expense is incurred. As these projects may be ongoing at year end
incomplete projects and projects that had debtor balances at 30
there is also significant estimation required when recognising the work
June 2018. This was tied to the financial report and a sample was
in progress and deferred revenue.
taken from this listing on a project level basis. For our sample
The engagement team has identified this area as a significant risk due
identified we:
to the significant judgement involved in using the percentage
1) Agreed the total contract price per the listing to the contract
completion method for the fixed price projects and in appropriately
and variations;
capturing the time and material costs for the hourly rate projects to
2) Obtained subsequent receipts for all invoices for the projects
recognise revenue.
sampled to evidence that revenue recognised was appropriate.
For balances where no payment has been received debtors
Due to the significant estimation involved, the engagement team has
confirmations were obtained;
determined this as a Key Audit Matter.
3) For incomplete projects sampled we obtained the 30 June
2018 work in progress reconciliation and agreed to the financial
report;
4) We obtained the expense listing for project costs recognised to
30 June 2018 for our sample and reconciled to the work in
progress report at 30 June 2018;
5) Selected a sample of project expenditure and agreed to
supporting documentation to ensure that expenditure had been
correctly recorded and appropriately accounted for;
6) Performed cut-off testing by selecting a sample of sales close
to year end and ensured that these were appropriately
recognised in the correct period; and
7) Performed revenue and cost of sales analytics between
FY2018 results and FY2017 results and discussed with
management. Any results outside of expectation were
assessed further.
Synertec Corporation Ltd recognise a large portion of their revenue

Sale of Shares and Listing Expense
On the 10th March 2017 SML Corporation Ltd entered into a share
sale agreement to conditionally acquire 100% of the issued share of
Synertec Pty Ltd. The consideration payable for this acquisition was
$5m in cash and $5m in shares.

Our procedures included, amongst others:

• Review of the Share Sale Agreement and assessment of key
conditions within the agreement;
• Assessment of the transfer of control, in accordance with IFRS 3
Business Combinations;
The engagement team has identified this as a risk area with respect to
• Audit of the balance sheet at the date of change in control; and
how the acquisition of the new entity should be recognised, and the
subsequent measurement of this acquisition. This applies particularly • Review of disclosures within the financial report.
to the transfer of control where Synertec Corporation Ltd (formerly
SML Corporation Ltd) takes control of Synertec Pty Ltd and the
associated listing expense that will need to be recognised for Synertec
Pty Ltd.
Due to the risk around the recognition of the new entity and this being
a once off event we have determined this as a Key Audit Matter.

Sale of Assets and Return of Capital
Under the Share Sale Agreement, SML Corporation Ltd were to divest Our procedures included, amongst others:
the mining and associated assets, this was subject to the successful
•
completion of the acquisition of Synertec Pty Ltd. At 30 June 2017
these assets had a total book value of $6,855,238 which was
•
recognised as a Non-Current Asset Held for Sale. The sale of these
assets was to be completed within six months of acquisition, with net
•
proceeds distributed to the existing shareholders of the company prior
to the reverse acquisition. To achieve this, pre-existing shareholders
were issued with redemption notes.
•

Reviewed the accounting for the disposal in relation to My Wills
Gold Mines Pty Ltd;
Reviewed material components of the transaction to supporting
documentation;
Reviewed documentation associated with the redemption notes
issued, and the ultimate return of capital for funds associated with
the sale of mining and associated assets; and
Review disclosure with the financial report.

The engagement team has identified this area as a risk with respect to
accounting to the sale of assets and the disclosure within the financial
report.
Due to the complexity involved in this transaction the engagement
team have identified this area as a Key Audit Matter.

Information Other than the Financial Report and Auditor’s Report Thereon
The Directors are responsible for the other information. The other information comprises the information included in the Group’s
annual report for the year ended 30 June 2018, but does not include the financial report and our auditor’s report thereon.
Our opinion on the financial report does not cover the other information and we do not express any form of assurance conclusion
thereon.
In connection with our audit of the financial report, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial report or our knowledge obtained in the audit or
otherwise appears to be materially misstated.
If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.
Responsibilities of the Directors’ for the Financial Report
The Directors of the Group are responsible for the preparation of the financial report that gives a true and fair view in accordance
with International Financial Reporting Standards as issued by the International Accounting Standards and for such internal
control as the Directors determine is necessary to enable the preparation of the financial report that gives a true and fair view
and is free from material misstatement, whether due to fraud or error.
In preparing the financial report, the Directors are responsible for assessing the Group to continue as a going concern, disclosing,
as applicable, matters related to going concern and using the going concern basis of accounting unless the Directors either
intend to liquidate the Group or to cease operations, or have no realistic alternative but to do so.
Auditor’s Responsibilities for the Audit of the Financial Report
Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with the Australian Auditing Standards
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of this financial report.

A further description of our responsibilities for the audit of the financial report is located at the Auditing and Assurance
Standards Board website at: http://www.auasb.gov.au/auditors_responsibilities/ar1.pdf. This description forms part of our
auditor’s report.

Grant Thornton Audit Pty Ltd
Chartered Accountants

A C Pitts
Partner - Audit & Assurance
Melbourne, 29 August 2018

