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Cash Flow Statement
for the year ended 30 June 2007

Note

Consolidated Parent

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Cash flows from Operating Activities

Receipts from customers (inclusive of GST) 13,884 13,610 4,126 2,244

Payments to suppliers and employees  
(inclusive of GST) (17,306) (15,520) (8,574) (3,452)

Interest and other items of a similar  
nature received 110 192 89 185

Government grant received 4(b) 151 148 150 148

Income taxes paid - - 2 -

Net cash flows used in operating activities 7 (3,161) (1,570) (4,207) (875)

Cash flows from Investing Activities

Payment of cash element for acquisitions (1,224) - (1,027) -

Payments for property, plant and equipment (149) (157) (51) (60)

Net cash flows used in investing activities (1,373) (157) (1,078) (60)

Cash flows from Financing Activities

Proceeds from issue of shares and options 3,900 - 3,900 -

Capital raising costs (1,186) (41) (1,186) (41)

Net cash flows from/(used in) financing activities 2,714 (41) 2,714 (41)

Net increase/(decrease) in cash and  
cash equivalents (1,820) (1,768) (2,571) (976)

Cash and cash equivalents at beginning  
of the period 4,249 6,017 3,817 4,793
Cash and cash equivalents at end  
of the period 7 2,429 4,249 1,246 3,817
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Notes to the Financial Statements

1.  Corporate information
The financial report of IT&e Limited (the Company) 
for the year ended 30 June 2007 was authorised for 
issue in accordance with a resolution of the Directors 
on 31 August 2007.

IT&e Limited is a Company limited by shares 
incorporated in Australia whose shares are publicly 
traded on the Australian Securities Exchange.

The principal activities of the Company during the 
financial period comprised of the development and 
integration of speciality software for financial institutions 
covering on-line securities trading, foreign exchange, 
options trading and risk management of capital. 

2. � Summary of significant 
accounting policies 

(a)  Basis of preparation
The financial report is a general purpose financial 
report, which has been prepared in accordance with 
the requirements of the Corporations Act 2001 and 
Australian Accounting Standards. The financial report 
has also been prepared on a historical cost basis.

The financial report is presented in Australian dollars 
and all values are rounded to the nearest thousand 
dollars ($’000) unless otherwise stated under the 
option available to the Company under ASIC Class 
Order 98/0100. 

(b)  Statement of compliance
The financial report complies with Australian 
Accounting Standards, which include Australian 
equivalents to International Financial Reporting 
Standards (AIFRS). The financial report also complies 
with International Financial Reporting Standards (IFRS).

Except for the amendments to AASB 101 
Presentation of Financial Statements and AASB 
2007-4 Amendments to Australian Accounting 
Standards arising from ED 151 and Other 
Amendments, which the Group has early adopted, 
Australian Accounting Standards and Interpretations 
that have recently been issued or amended but are 
not yet effective have not been adopted by the Group 
for the annual reporting period ended 30 June 2007. 
These are outlined in the table below.

AASB 
Amendment Affected Standard(s)

Nature of change to 
accounting policy

Application 
date of 
standard

Application 
date for 
Group Summary

AASB 
2005-10

Amendments to Australian 
Accounting Standards 
[AASB 132, AASB 101, 
AASB 114, AASB 117, 
AASB 133, AASB 139, 
AASB 1, AASB 4, AASB 
1023 & AASB 1038]

AASB 7 is a disclosure 
standard so will have 
no direct impact on 
the amounts included 
in the Group’s financial 
statements. However, the 
amendments will result in 
changes to the financial 
instrument disclosures 
included in the Group’s 
financial report.

1 January 
2007

1 July 2007 Amending standard issued 
as a consequence of AASB 
7 Financial Instruments: 
Disclosures.

AASB 
2007-1

Amendments to Australian 
Accounting Standards 
arising from AASB 
Interpretation 11 [AASB 2]

This is consistent with the 
Group’s existing accounting 
policies for share-based 
payments, so the standard 
is not expected to have 
any impact on the Group’s 
financial report.

1 March 
2007

1 July 2007 Amending standard issued 
as a consequence of AASB 
Interpretation 11 AASB 2 
– Group and Treasury Share 
Transactions.

AASB 
2007-2

Amendments to Australian 
Accounting Standards 
arising from AASB 
Interpretation 12 [AASB 
1, AASB 117, AASB 118, 
AASB 120, AASB 121, 
AASB 127, AASB 131 & 
AASB 139]

The Group currently has 
no service concession 
arrangements or public-
private-partnerships 
(PPP), so the standard is 
not expected to have any 
impact on the Group’s 
financial report.

1 January 
2008

1 July 2008 Amending standard issued 
as a consequence of AASB 
Interpretation 12 Service 
Concession Arrangements.
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AASB 
Amendment Affected Standard(s)

Nature of change to 
accounting policy

Application 
date of 
standard

Application 
date for 
Group Summary

AASB 
2007-3

Amendments to Australian 
Accounting Standards 
arising from AASB 8 [AASB 
5, AASB 6, AASB 102, 
AASB 107, AASB 119, 
AASB 127, AASB 134, 
AASB 136, AASB 1023 & 
AASB 1038]

AASB 8 is a disclosure 
standard so will have 
no direct impact on 
the amounts included 
in the Group’s financial 
statements. However 
the standard is expected 
to have an impact on 
the Group’s segment 
disclosures and the 
disclosure impact has yet 
to be assessed by the 
Group.

1 January 
2009

1 July 2009 Amending standard issued 
as a consequence of AASB 
8 Operating Segments.

AASB 
2007-5

Amendments to Australian 
Accounting Standard 
– Inventories Held for 
Distribution by Not-for-
Profit Entities [AASB 102]

This amendment only 
relates to Not-for-Profit 
Entities and as such is 
not expected to have any 
impact on the Group’s 
financial report.

1 July 2007 1July 2007 This Standard makes 
amendments to AASB 102 
Inventories.

AASB 
2007-6

Amendments to Australian 
Accounting Standards 
arising from AASB 123 
[AASB 1, AASB 101, 
AASB 107, AASB 111, 
AASB 116 & AASB 138 
and Interpretations 1 & 12]

The amendments to 
AASB 123 require that all 
borrowing costs associated 
with a qualifying asset be 
capitalised. The Group has 
yet to assess the impact of 
borrowing costs associated 
with qualifying assets on 
the Group’s financial report.

1 January 
2009

1 July 2009 Amending standard issued 
as a consequence of 
revisions to AASB 123 
Borrowing Costs.

AASB 
2007-7

Amendments to Australian 
Accounting Standards 
[AASB 1, AASB 2, AASB 4, 
AASB 5, AASB 107 & 
AASB 128]

The amendments are 
minor and do not affect the 
recognition, measurement 
or disclosure requirements 
of the standards. Therefore 
the amendments are not 
expected to have any 
impact on the Group’s 
financial report.

1 July 2007 1 July 2007 Amending standards 
for wording errors, 
discrepancies and 
inconsistencies.

AASB 7 Financial Instruments: 
Disclosures

Refer to AASB 2005-10 
above.

1 January 
2007

1 July 2007 New standard replacing 
disclosure requirements of 
AASB 130 Disclosures in 
the Financial Statements of 
Banks and Similar Financial 
Institutions and AASB 
132 Financial Instruments: 
Disclosure and Presentation.

AASB 8 Operating Segments Refer to AASB 2007-3 
above.

1 January 
2009

1 July 2009 New standard replacing 
AASB 114 Segment 
Reporting, which adopts a 
management approach to 
segment reporting.

2. � Summary of significant accounting policies continued
(b)  Statement of compliance continued
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2. � Summary of significant accounting policies continued
(b)  Statement of compliance continued

AASB 
Amendment Affected Standard(s)

Nature of change to 
accounting policy

Application 
date of 
standard

Application 
date for 
Group Summary

AASB 123 
(amended)

Borrowing Costs Refer to AASB 2007-6 
above.

1 January 
2009

1 July 2009 The amendments to AASB 
123 require that all borrowing 
costs associated with a 
qualifying asset must be 
capitalised.

AASB 
Inter-
pretation 
10

Interim Financial Reporting 
and Impairment

The prohibitions on 
reversing impairment 
losses in AASB 136 and 
AASB 139, which are to 
take precedence over the 
more general statement 
in AASB 134, are not 
expected to have any 
impact on the Group’s 
financial report.

1 November 
2006

1 July 2007 Addresses an inconsistency 
between AASB 134 Interim 
Financial Reporting and the 
impairment requirements 
relating to goodwill in AASB 
136 Impairment of Assets 
and equity instruments 
classified as available for 
sale in AASB 139 Financial 
Instruments: Recognition 
and Measurement. 

AASB 
Inter-
pretation 
11

Group and Treasury Share 
Transactions

Refer to AASB 2007-1 
above.

1 March 
2007

1 July 2007 Addresses whether certain 
types of share-based 
payment transactions 
with employees (or other 
suppliers of good and 
services) should
be accounted for as equity-
settled or as cash-settled 
transactions under
AASB 2 Share-based 
Payment. It also specifies the 
accounting in a subsidiary’s 
financial statements for 
share-based payment 
arrangements involving 
equity instruments of the 
parent.

AASB 
Inter-
pretation 
12

Service Concession 
Arrangements

Refer to AASB 2007-2 
above.

1 January 
2008

1 July 2008 Clarifies how operators 
recognise the infrastructure 
as a financial asset and/
or an intangible asset 
– not as property, plant and 
equipment.

IFRIC Inter-
pretation 
13

Customer Loyalty 
Programmes

Deals with the accounting 
for customer loyalty 
programmes, which are 
used by companies to 
provide incentives to their 
customers to buy their 
products or use their 
services.

1 July 2008 1 July 2008 The Group does not have 
any customer loyalty 
programmes and as such 
this interpretation is not 
expected to have any impact 
on the Group’s financial 
report.



32 IT&e Limited annual report for the year ended 30 June 2007

Notes to the Financial Statements

2. � Summary of significant accounting policies continued
(b)  Statement of compliance continued

AASB 
Amendment Affected Standard(s)

Nature of change to 
accounting policy

Application 
date of 
standard

Application 
date for 
Group Summary

IFRIC Inter-
pretation 
14

IAS 19 – The Asset Ceiling: 
Availability of Economic 
Benefits and Minimum 
Funding Requirements

Aims to clarify how to 
determine in normal 
circumstances the limit 
on the asset that an 
employer’s balance sheet 
may contain in respect of 
its defined benefit pension 
plan.

1 January 
2008

1 July 2008 The Group does have a 
defined benefit pension 
plan and as such this 
interpretation may have 
an impact on the Group’s 
financial report. The Group 
has not yet determined the 
extent of the impact, if any.

(c)  Basis of consolidation
The consolidated financial statements comprise 
the financial statements of IT&e Limited and its 
subsidiaries as at 30 June each year (the Group).

The financial statements of the subsidiaries are 
prepared for the same reporting period as the parent 
company, using consistent accounting policies.

In preparing the consolidated financial statements, 
all inter-company balances and transactions, income 
and expenses and profit and losses resulting from 
intra-group transactions have been eliminated in full. 

Subsidiaries are fully 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.

The acquisition of subsidiaries is accounted for using 
the purchase method of accounting, which involves 
allocating the cost of the business combination to 
the fair value of the assets acquired and the liabilities 
and contingent liabilities assumed at the date of 
acquisition.

(d) � Significant accounting judgements, 
estimates and assumptions

(i)	 Significant accounting judgements

	 In the process of applying the Group’s accounting 
policies, management has not made any 
accounting judgements, apart from those 
involving estimations, which have a significant 
effect on the amounts recognised in the financial 
statements.

(ii)	 Significant accounting estimates and assumptions

	 The carrying amounts of certain assets and 
liabilities are often determined based on estimates 
and assumptions of future events. The key 
estimates and assumptions that have a significant 
risk of causing a material adjustment to the 
carrying amounts of certain assets and liabilities 
within the next annual reporting period are:

Impairment of goodwill

The Group determines whether goodwill is 
impaired at least on an annual basis. This requires 
an estimation of the recoverable amount of the 
cash generating units to which the goodwill is 
allocated. The assumptions used in this estimation 
of recoverable amount and the carrying amount of 
goodwill are discussed in note 13.

Share-based payment transactions

The Group measures the cost of equity-settled 
transactions with employees by reference to the fair 
value of the equity instruments at the date at which 
they are granted. The fair value is determined using 
a Black-Scholes model, except for options with a 
market condition attached, which are valued using a 
Monte-Carlo model using the assumptions detailed 
in note 14.

(e)  Revenue recognition
Revenue is recognised to the extent that it is 
probable that the economic benefits will flow 
to the Group and the revenue can be reliably 
measured. Revenue is measured at the fair value 
of consideration received or receivable. Where the 
contract outcome cannot be measured reliably, 
revenue is recognised only to the extent of the 
expenses recognised that are recoverable.  
The following specific recognition criteria must  
also be met before revenue is recognised:
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License fee revenue

Revenue from license fees, where significant 
customisation, development and/or modification 
is required, is recognised on a percentage of 
completion basis over the period from delivery of 
the product to customer acceptance. The degree 
of completion of a contract is measured using 
the costs incurred to date or milestones reached, 
depending upon the nature of the contract and the 
most appropriate measure of the percentage of 
completion.

Where significant customisation, development 
and/or modification are not required, revenue from 
license fees is recognised upfront when delivery 
has occurred and when there are no substantial 
obligations remaining.

Maintenance fee revenue

Revenue from maintenance fees and other forms of 
software support are recognised over the period of 
the contract.

Services revenue

Revenue from professional services, including 
systems implementation, training and consultancy, 
are recognised as services are performed and based 
on the percentage of completion.

Interest revenue

Revenue is recognised as interest accrues using 
the effective interest method. This is a method of 
calculating the amortised cost of a financial asset and 
allocating the interest income over the relevant period 
using the effective interest rate, which is the rate that 
exactly discounts estimated future cash receipts 
through the expected life of the financial asset to the 
net carrying amount of the financial asset.

(f)  Government grants
Government grants are recognised when there is 
reasonable assurance that the grant will be received 
and all attaching conditions will be complied. When 
the grant relates to an expense item, it is recognised 
as income over the periods necessary to match the 
grant on a systematic basis to the costs that it is 
intended to compensate.

(g)  Finance costs
Finance costs are expensed as incurred, where 
applicable.

(h)  Leases
The determination of whether an arrangement is or 
contains a lease is based on the substance of the 
arrangement and requires assessment of whether the 
fulfilment of the arrangement is dependant on the use 
of a specific asset or assets and the arrangement 
conveys a right to use the asset.

Finance leases, which transfer to the Group 
substantially all the risks and benefits incidental 
to ownership of the leased item, are capitalised at 
the inception of the lease at the fair value of the 
leased property or, if lower, at the present value 
of the minimum lease payments. Lease payments 
are apportioned between the finance charges and 
reduction of the lease liability so as to achieve a 
constant rate of interest on the remaining balance 
of the liability. Finance charges are recognised as an 
expense in the income statement.

Capitalised leased assets are depreciated over the 
shorter of the estimated useful life of the asset or the 
lease term if there is no reasonable certainty that the 
Group will obtain ownership by the end of the lease 
term.

Leases where the lessor retains substantially all the 
risks and benefits of ownership of the assets are 
classified as operating leases and payments are 
recognised as an expense in the income statement 
on a straight-line basis over the lease term.  
Lease incentives are recognised in the income 
statement as an integral part of the total lease 
expense.

(i)  Cash and cash equivalents
Cash and short-term deposits in the balance sheet 
comprise cash at bank and in hand and short-term 
deposits with an original maturity of three months  
or less.

For the purposes of the Cash Flow Statement,  
cash and cash equivalents consist of cash and  
cash equivalents as defined above. 

(j)  Trade and other receivables
Trade receivables, which generally have 30-90 day 
terms, are recognised and carried at original invoice 
amount less an allowance for any uncollectible 
amounts.

An allowance for doubtful debts is made when there 
is objective evidence that the Group will not be able 
to collect the debts. Bad debts are written off when 
identified.
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(k)  Impairment of financial assets
The Group assesses at each balance sheet date 
whether a financial asset or group of financial assets 
are impaired.

(i)	 Financial assets carried at amortised cost

	 If there is objective evidence that an impairment 
loss on loans and receivables carried at amortised 
cost has been incurred, the amount of the 
loss is measured as the difference between 
the asset’s carrying amount and the present 
value of estimated future cash flows (excluding 
future credit losses that have not been incurred) 
discounted at the financial asset’s original 
effective interest rate (i.e. the effective interest 
rate computed at initial recognition). The carrying 
amount of the asset is reduced either directly 
or through use of an allowance account. The 
amount of the loss is recognised in the income 
statement.

	 The Group first assesses whether objective 
evidence of impairment exists individually for 
financial assets that are individually significant, 
and individually or collectively for financial  
assets that are not individually significant.  
If it is determined that no objective evidence of 
impairment exists for an individually assessed 
financial asset, whether significant or not, the 
asset is included in a group of financial assets 
with similar credit risk characteristics and that 
group of financial assets is collectively assessed 
for impairment. Assets that are individually 
assessed for impairment and for which an 
impairment loss is or continues to be recognised 
are not included in a collective assessment of 
impairment.

	 If, in a subsequent period, the amount of the 
impairment loss decreases and the decrease can 
be related objectively to an event occurring after 
the impairment was recognised, the previously 
recognised impairment loss is reversed. Any 
subsequent reversal of an impairment loss is 
recognised in the income statement, to the extent 
that the carrying value of the asset does not 
exceed its amortised cost at the reversal date.

2. � Summary of significant 
accounting policies continued

(l)  Foreign currency translation
Both the functional and presentation currency of IT&e 
Limited and its Australian subsidiaries are Australian 
dollars ($). Each entity in the Group determines its 
own functional currency and items included in the 
financial statements of each entity are measured 
using that functional currency.

Transactions in foreign currencies are initially 
recorded in the functional currency by applying the 
exchange rates ruling at the date of the transaction. 
Monetary assets and liabilities denominated in foreign 
currencies are retranslated at the rate of exchange 
ruling at the balance sheet date.

All exchange differences in the consolidated financial 
report are taken to the income statement except for 
those arising on translation of foreign operations as 
noted below.

The functional currency of the foreign operations 
include IT&e (UK) Limited is Great Britain Pounds 
(GBP), IT&e Global Inc. is United States Dollars (US$) 
and IT&e Software India Private Limited is India 
Rupee (INR).

As at the reporting date the assets and liabilities of 
these overseas subsidiaries are translated into the 
presentation currency of IT&e Limited at the rate of 
exchange ruling at the balance sheet date and the 
income statements are translated at the weighted 
average exchange rate for the year. 

The exchange differences arising on the retranslation 
are taken directly to a separate component of equity.

On disposal of a foreign entity, the deferred 
cumulative amount recognised in equity relating to 
that particular foreign operation is recognised in the 
income statement.

(m)  Income tax
Current tax assets and liabilities for the current 
and prior periods are measured at the amount 
expected to be recovered from or paid to the taxation 
authorities. The tax rates and tax laws used to 
compute the amount are those that are enacted or 
substantively enacted by the balance sheet date.

Deferred income tax is provided on all temporary 
differences at the balance sheet date between the 
tax bases of assets and liabilities and their carrying 
amounts for financial reporting purposes.
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Deferred income tax liabilities are recognised for all 
taxable temporary differences except: 

–	 when the deferred income tax liability arises 
from the initial recognition of goodwill or of an 
asset or liability in a transaction that is not a 
business combination and that, at the time of the 
transaction, affects neither the accounting profit 
nor taxable profit or loss; or

–	 when the taxable temporary difference is 
associated with investments in subsidiaries, 
associates; or

–	 interests in joint ventures, and the timing of the 
reversal of the temporary difference can be 
controlled and it is probable that the temporary 
difference will not reverse in the foreseeable 
future.

Deferred income tax assets are recognised for all 
deductible temporary differences, carry-forward of 
unused tax assets and unused tax losses, to the 
extent that it is probable that taxable profit will be 
available against which the deductible temporary 
differences and the carry-forward of unused tax 
credits and unused tax losses can be utilised, except:

–	 when the deferred income tax asset relating to 
the deductible temporary difference arises from 
the initial recognition of an asset or liability in a 
transaction that is not a business combination 
and, at the time of the transaction, affects neither 
the accounting profit nor taxable profit or loss; or 

–	 when the deductible temporary difference is 
associated with investments in subsidiaries, 
associates or interests in joint ventures, in which 
case a deferred tax asset is only recognised to 
the extent that it is probable that the temporary 
difference will reverse in the foreseeable future 
and taxable profit will be available against which 
the temporary difference can be utilised.

The carrying amount of deferred income tax assets is 
reviewed at each balance sheet date and reduced to 
the extent that it is no longer probable that sufficient 
taxable profit will be available to allow all or part of 
the deferred income tax asset to be utilised.

Unrecognised deferred income tax assets are 
reassessed at each balance sheet date and are 
recognised to the extent that it has become probable 
that future taxable profit will allow the deferred tax 
asset to be recovered.

Deferred income tax assets and liabilities are 
measured at the tax rates that are expected to apply 
to the year when the asset is realised or the liability 
is settled, based on tax rates (and tax laws) that 
have been enacted or substantively enacted at the 
balance sheet date.

Income taxes relating to items recognised directly in 
equity are recognised in equity and not in the income 
statement.

Deferred tax assets and deferred tax liabilities are 
offset only if a legally enforceable right exists to set 
off current tax assets against current tax liabilities 
and the deferred tax assets and liabilities relate to the 
same taxable entity and the same taxation authority.

(n)  Other taxes
Revenues, expenses and assets are recognised net 
of the amount of GST except:

–	 when the GST incurred on a purchase of goods 
and services is not recoverable from the taxation 
authority, in which case the GST is recognised as 
part of the cost of acquisition of the asset or as 
part of the expense item as applicable; and

–	 receivables and payables, which are stated with 
the amount of GST included. 

The net amount of GST recoverable from, or payable 
to, the taxation authority is included as part of 
receivables or payables in the balance sheet.

Cash flows are included in the Cash Flow Statement 
on a gross basis and the GST component of cash 
flows arising from investing and financing activities, 
which is recoverable from, or payable to, the taxation 
authority are classified as operating cash flows.

Commitments and contingencies are disclosed net of 
the amount of GST recoverable from, or payable to, 
the taxation authority.

(o)  Property, plant and equipment
Plant and equipment is stated at cost less 
accumulated depreciation and any accumulated 
impairment losses. Such cost includes the cost of 
replacing parts that are eligible for capitalisation when 
the cost of replacing the parts is incurred. Similarly, 
when each major inspection is performed, its cost is 
recognised in the carrying amount of the plant and 
equipment as a replacement only if it is eligible for 
capitalisation.

(m)  Income tax continued
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Depreciation is calculated on a straight-line basis 
over the estimated useful life of the assets as follows 
for both 2007 and 2006:

Furniture and fittings � over 5 years 
Office and computer equipment  
and software� over 3 to 5 years

The assets’ residual values, useful lives and 
amortisation methods are reviewed, and adjusted if 
appropriate, at each financial year end.

(i)	 Impairment

	 For property, plant and equipment, refer to note 
2(r) for the impairment accounting policy.

	 An impairment exists when the carrying value 
of an asset or cash-generating units exceeds 
its estimated recoverable amount. The asset or 
cash-generating unit is then written down to its 
recoverable amount.

(ii)	 Derecognition and disposal

	 An item of property, plant and equipment is 
derecognised upon disposal or when no further 
future economic benefits are expected from its 
use or disposal.

	 Any gain or loss arising on derecognition of the 
asset (calculated as the difference between the 
net disposal proceeds and the carrying amount of 
the asset) is included in the income statement in 
the year the asset is derecognised.

(p)  Investments and other financial assets
(i)	 Investments in subsidiaries

	 Investments in subsidiaries are measured at  
cost in the separate financial statements of  
IT&e Limited.

(ii)	 Investments (other than investments in 
subsidiaries) and other financial assets

	 Financial assets in the scope of AASB 139 
Financial Instruments: Recognition and 
Measurement are classified as either financial 
assets at fair value through profit or loss, loans 
and receivables, held-to-maturity investments, 
or available-for-sale investments, as appropriate. 

When financial assets are recognised initially, they 
are measured at fair value, plus, in the case of 
investments not at fair value through profit or loss, 
directly attributable transaction costs. The Group 
determines the classification of its financial assets 
after initial recognition and, when allowed and 
appropriate, re-evaluates this designation at each 
financial year-end.

All regular way purchases and sales of financial 
assets are recognised on the trade date i.e. the 
date that the Group commits to purchase the asset. 
Regular way purchases or sales are purchases or 
sales of financial assets under contracts that require 
delivery of the assets within the period established 
generally by regulation or convention in the 
marketplace.

(i)	 Held-to-maturity investments

	 Non-derivative financial assets with fixed or 
determinable payments and fixed maturity are 
classified as held-to-maturity when the Group 
has the positive intention and ability to hold to 
maturity. Investments intended to be held-to-
maturity, such as term deposits and bonds, 
are subsequently measured at amortised cost. 
This cost is computed as the amount initially 
recognised minus principal repayments, plus 
or minus the cumulative amortisation using 
the effective interest method of any difference 
between the initially recognised amount and the 
maturity amount. This calculation includes all 
fees and points paid or received between parties 
to the contract that are an integral part of the 
effective interest rate, transaction costs and all 
other premiums and discounts. For investments 
carried at amortised cost, gains and losses are 
recognised in the income statement when the 
investments are derecognised or impaired, as well 
as through the amortisation process.

(ii)	 Loans and receivables

	 Loans and receivables are non-derivative financial 
assets with fixed or determinable payments that 
are not quoted in an active market. Such assets 
are carried at amortised cost using the effective 
interest method. Gains and losses are recognised 
in the income statement when the loans and 
receivables are derecognised or impaired, as well 
as through the amortisation process.

2. � Summary of significant 
accounting policies continued

(o)  Property, plant and equipment continued
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(q)  Goodwill
Goodwill acquired in a business combination is 
initially measured at cost being the excess of the 
cost of the business combination over the acquirer’s 
interest in the net fair value of the acquiree’s 
identifiable assets, liabilities and contingent liabilities. 

Following initial recognition, goodwill is measured at 
cost less any accumulated impairment losses.

Goodwill is reviewed for impairment annually or more 
frequently if events or changes in circumstances 
indicate that the carrying value may be impaired.

For the purpose of impairment testing, goodwill 
acquired in a business combination is, from the 
acquisition date, allocated to each of the Group’s 
cash-generating units, or groups of cash generating 
units, that are expected to benefit from the synergies 
of the combination, irrespective of whether other 
assets or liabilities of the Group are assigned to those 
units or groups of units. Each unit or group of units to 
which the goodwill is so allocated:

–	 represents the lowest level within the Group 
at which the goodwill is monitored for internal 
management purposes; and

–	 is not larger than a segment based on either 
the Group’s primary or the Group’s secondary 
reporting format determined in accordance with 
AASB 114 Segment Reporting.

Impairment is determined by assessing the 
recoverable amount of the cash-generating unit 
(group of cash-generating units), to which the 
goodwill relates. When the recoverable amount of 
the cash-generating unit (group of cash-generating 
units) is less than the carrying amount, an impairment 
loss is recognised. When goodwill forms part of a 
cash-generating unit (group of cash-generating units) 
and an operation within that unit is disposed of, the 
goodwill associated with the operation disposed of 
is included in the carrying amount of the operation 
when determining the gain or loss on disposal of 
the operation. Goodwill disposed of in this manner 
is measured based on the relative values of the 
operation disposed of and the portion of the cash 
generating unit retained.

Impairment losses recognised for goodwill are not 
subsequently reversed.

(r) � Impairment of non-financial assets 
other than goodwill

The Group assesses at each reporting date whether 
there is an indication that an asset may be impaired. 
If any such indication exists, or when annual 
impairment testing for an asset is required, the 
Group makes an estimate of the asset’s recoverable 
amount. An asset’s recoverable amount is the higher 
of its fair value less costs to sell and its value in use 
and is determined for an individual asset, unless the 
asset does not generate cash inflows that are largely 
independent of those from other assets or groups 
of assets and the asset’s value in use cannot be 
estimated to be close to its fair value. In such cases 
the asset is tested for impairment as part of the 
cash generating unit to which it belongs. When the 
carrying amount of an asset exceeds its recoverable 
amount, the asset is considered impaired and is 
written down to its recoverable amount. 

In assessing value in use, the estimated future cash 
flows are discounted to their present value using 
pre-tax discount rate that reflects current market 
assessments of the time value of money and the 
risks specific to the asset. Impairment losses relating 
to continuing operations are recognised in those 
expense categories consistent with the function of 
the impaired asset unless the asset is carried at a 
revalued amount (in which case the impairment loss 
is treated as a revaluation decrease).

An assessment is also made at each reporting date 
as to whether there is any indication that previously 
recognised impairment losses may no longer exist 
or may have decreased. If such indication exists, 
the recoverable amount is estimated. A previously 
recognised impairment loss is reversed only if 
there has been a change in the estimates used to 
determine the asset’s recoverable amount since the 
last impairment loss was recognised. Such reversal  
is recognised in the income statement unless the 
asset is carried at a revalued amount, in which case 
the reversal is treated as a revaluation increase.  
After such a reversal the depreciation charge is 
adjusted in future periods to allocate the asset’s 
revised carrying amount, less any residual value,  
on a systematic basis over its remaining useful life.
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2. � Summary of significant 
accounting policies continued

(s)  Trade and other payables
Trade payables and other payables are carried at 
amortised cost and represent liabilities for goods and 
services provided to the Group prior to the end of 
the financial year that are unpaid and arise when the 
Group becomes obliged to make future payments in 
respect of the purchase of these goods and services.

(t)  Provisions
Provisions are recognised when the Group has 
a present obligation (legal or constructive) as a 
result of a past event, it is probable that an outflow 
of resources embodying economic benefits will 
be required to settle the obligation and a reliable 
estimate can be made of the amount of the 
obligation.

When the Group expects some or all of a provision 
to be reimbursed, for example under an insurance 
contract, the reimbursement is recognised as a 
separate asset but only when the reimbursement is 
virtually certain. The expense relating to any provision 
is presented in the income statement net of any 
reimbursement.

If the effect of the time value of money is material, 
provisions are determined by discounting the 
expected future cash flows at a pre-tax rate that 
reflects the current market assessment of the time 
value of money and the risks specific to the liability.

When discounting is used, the increase in the 
provision due to the passage of time is recognised  
as a borrowing cost.

(u)  Employee leave benefits 
(i)	 Wages, salaries, annual leave and sick leave

	 Liabilities for wages and salaries, including non-
monetary benefits and annual leave expected 
to be settled within 12 months of the reporting 
date are recognised in other payables in respect 
of employees’ services up to the reporting date. 
They are measured at the amounts expected to 
be paid when the liabilities are settled. Liabilities 
for non-accumulating sick leave are recognised 
when the leave is taken and are measured at the 
rates paid or payable. The Group does not have 
any accumulating sick leave.

(ii)	 Long service leave

	 A liability for long service leave is recognised in 
the provision for employee benefits and measured 
as the present value of expected future payments 
to be made in respect of services provided by 
employees up to the reporting date using the 
projected unit credit method. Consideration 
is given to expected future wage and salary 
levels, experience of employee departures, and 
periods of service. Expected future payments are 
discounted using market yields at the reporting 
date on national government bonds with terms to 
maturity and currencies that match, as closely as 
possible, the estimated future cash outflows.

(v)  Share-based payment transactions
The Group provides benefits to employees (including 
Senior Executives and Directors) of the Group in the 
form of share-based payment transactions, whereby 
employees render services in exchange for shares or 
rights over shares (‘equity-settled transactions’).

There are currently two plans in place to provide 
these benefits:

(i)	 the Employee Share Option Plan (ESOP), 
which provides benefits to Directors and Senior 
Executives; and

(ii)	 the Employee Share Acquisition Plan (ESAP), 
which provides benefits to all employees, 
including Senior Executives and Directors.

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. The fair value 
is determined using a Black-Scholes model, except 
for options with a market condition attached, which 
are valued using a Monte-Carlo model.

In valuing equity-settled transactions, no account 
is taken of any performance conditions, other than 
conditions linked to the price of the shares of IT&e 
Limited (‘market conditions’) if applicable.

The cost of equity-settled transactions is recognised, 
together with a corresponding increase in equity, over 
the period in which the performance and/or service 
conditions are fulfilled, ending on the date on which 
the relevant employees become fully entitled to the 
award (the vesting period). 
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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 Group’s best estimate of the 
number of equity instruments that will ultimately vest. 
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. The income statement charge 
or credit for a period represents the movement in 
cumulative expense recognised as at the beginning 
and end of that period.

No expense is recognised for awards that do not 
ultimately vest, except for awards where vesting is 
conditional upon a market condition.

If 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 modification that increases 
the total fair value of the share-based payment 
arrangement, or is otherwise beneficial to the 
employee, as measured at the date of modification. 

If 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.

The dilutive effect, if any, of outstanding options 
is reflected as additional share dilution in the 
computation of earnings per share (see note 6).

(w)  Contributed equity
Ordinary shares are classified as equity. Incremental 
costs directly attributable to the issue of new shares 
or options are shown in equity as a deduction, net of 
tax, from the proceeds.

(x)  Earnings per share
Basic earnings per share (EPS) is calculated as the 
net profit attributable to members of the parent, 
adjusted to exclude costs of servicing equity (other 
than dividends), divided by the weighted average 
number of ordinary shares, adjusted for any bonus 
element.

Diluted EPS is calculated as net profit attributable to 
members of the parent, adjusted for:

–	 costs of servicing equity (other than dividends);

–	 the after tax effect of dividends and interest 
associated with dilutive potential ordinary shares 
that have been recognised as expenses; and

–	 other non-discretionary changes in revenues 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.

3.  Segment Information
The Group’s primary segment reporting format 
is reported geographically as the Group’s risks 
and rates of return are affected predominantly by 
differences in the geographical markets.

The operating businesses are organised and 
managed separately according to the geographical 
responsibility with each segment representing a 
strategic market that offers different challenges. 
Transfer prices between geographical segments are 
set at an arms length basis in a manner similar to 
transactions with third parties. Segment revenue, 
segment expense and segment result include 
transfers between business segments. Those 
transfers are eliminated on consolidation.

(v) � Share-based payment transactions 
continued
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Geographical segments
The consolidated entity operates in the IT industry, predominantly in one line of business, providing software 
solutions to the financial services industry. During the period, the Company operated in Australia, India, USA 
and the UK.

The following tables present revenue and profit information and certain asset and liability information regarding 
geographical segments for the years ended 30 June 2007 and 30 June 2006.

Australia
$’000

India
$’000

USA
$’000

UK
$’000

Total
$’000

Year ended 30 June 2007

Revenue

Sales to external customers 10,639 – 1,232 (83) 11,788

Other revenues from external customers 3 – – – 3

Inter-segment sales – 966 226 2,488 3,680

Total segment revenue 10,642 966 1,458 2,405 15,471

Inter-segment elimination (3,680)

Interest revenue 110

Total consolidated revenue 11,901

Result

Segment Results (5,350) 66 (138) 90 (5,332)

Share-based payments (275) – (9) (15) (299)

Profit / (loss) before tax and finance costs (5,625) 66 (147) 75 (5,631)

Finance Costs (53) – – – (53)

Profit / (loss) before income tax (5,678) 66 (147) 75 (5,684)

Income tax expense – – – (16) (16)

Net (loss) for the year (note 20) (5,678) 66 (147) 59 (5,700)

Assets and liabilities

Total assets 8,623 373 1,465 111 10,572

Total liabilities 3,532 54 282 232 4,100

Other segment information:

Capital expenditure 62 54 21 11 148

Depreciation (182) (36) (7) (13) (238)

3.  Segment information continued
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Australia
$’000

India
$’000

USA
$’000

UK
$’000

Total
$’000

Year ended 30 June 2006

Revenue

Sales to external customers 14,007 – 1,237 79 15,323

Other revenues from external customers 31 – – – 31

Inter-segment sales – 942 275 3,200 4,417

Total segment revenue 14,038 942 1,512 3,279 19,771

Inter-segment elimination (4,417)

Interest revenue 192

Total consolidated revenue 15,546

Result

Segment Results (1,385) 77 (22) 1,477 147

Share-based payments (765) – – – (765)

Profit / (loss) before tax and finance costs (2,150) 77 (22) 1,477 (618)

Finance Costs (4) – – – (4)

Profit / (loss) before income tax (2,154) 77 (22) 1,477 (622)

Income tax expense – – – (21) (21)

Net (loss) for the year (note 20) (2,154) 77 (22) 1,456 (643)

Assets and liabilities

Total assets 10,009 128 1,395 160 11,692

Total liabilities 3,119 41 207 242 3,609

Other segment information:

Capital expenditure 141 – 6 6 153

Depreciation (195) (35) (10) (13) (253)

4.  Revenues and expenses
Consolidated Parent

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Revenue and Expenses from Total Operations

(a)  Revenue

Sale of goods 8,298 6,930 5,339 1,556

Rendering of services 3,493 8,424 28 –

11,791 15,354 5,367 1,556

(b)  Other Income

Government grant(i) 151 148 150 148

Net foreign exchange differences – 157 – –

151 305 150 148

(i)	 An Export Market Development Grant was received in relation to promoting and marketing the Company’s products in overseas markets. 
There are no unfulfilled conditions or contingencies attached to this grant.

Geographical segments continued
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Consolidated Parent

2007
$’000

2006
$’000

2007
$’000

2006
$’000

(c)  Other expenses

Bad and doubtful debts – trade debtors 29 28 29 29

Depreciation of plant and equipment, owned 238 253 34 12

Net foreign exchange differences 309 – 34 –

576 281 97 41

(d)  Employee benefits expenses

Wages and salaries 1,739 2,030 1,292 1,349

Workers’ compensation costs 26 32 – –

Long service leave provision (8) 28 1 21

Annual leave provision 8 27 (12) 21

Superannuation 99 117 87 95

Employer related taxes 158 99 104 74

Other employee costs 71 66 – –

2,093 2,399 1,472 1,560

5.  Income tax
The major components of income tax are:

Consolidated Parent

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Income Statement

Current Income Tax

Current income tax charge 16 21 – –

Adjustments in respect of current income tax of  
previous years – – – –

Deferred income tax

Relating to origination and reversal of  
temporary differences – – – –

Income tax reported in the income statement 16 21 – –

Statement of changes in equity

Deferred income tax relating to items charged or  
credited directly to equity – – – –

Income tax reported in equity – – – –

4.  Revenues and expenses continued
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Consolidated Parent

2007
$’000

2006
$’000

2007
$’000

2006
$’000

A reconciliation between tax expense and the product of 
accounting profit before income tax rate is as follows:

Accounting profit / (loss) before income tax (5,684) (623) (3,988) (7,312)

At the Groups statutory income tax rate of 30% (1,705) (187) (1,197) (2,194)

Expenditure not allowable for income tax purposes – 39 – 9

Share-based payment expense 90 229 59 130

Tax loss not carried forward – – – 2,017

Other items (net) – (60) – 38

Estimated unrecognised tax losses 1,631 – 1,138 –

Income tax reported in the income statement 16 21 – –

At 30 June 2007, there are unrecognised net deferred tax assets arising from the differences in the accounting 
and tax cost bases of the Group and unrecognised tax losses not brought to account. The Group has 
estimated unconfirmed unrecouped post-consolidation income tax losses arising in Australia of $5,436,667 
(2006: $2,657,623) that are available indefinitely for offset against future taxable profits of the companies in 
which the losses arose. 

At 30 June 2007, there is no recognised or unrecognised deferred income tax liability (2006: $nil) for taxes that 
would be payable on the unremitted earnings of certain of the Group’s subsidiaries, associate or joint venture, 
as the Group has no liability for additional taxation should such amounts be remitted.

Tax consolidation
IT&e Limited and its 100% Australian owned subsidiaries have formed a tax consolidation group with effect 
1 July 2002. IT&e Limited is the head entity of the tax consolidated group. Members of the group are to 
consider entering into a tax sharing arrangement in order to allocate income tax expense to the wholly-owned 
subsidiaries on a pro-rata basis. In addition any agreement will provide for the allocation of income tax liabilities 
between the entities should the head entity default on its tax payment obligations.

Tax effect accounting by members of the tax consolidated group
Members of the tax consolidated group intend to enter into a tax funding agreement upon the tax consolidated 
group being in a tax payable position. The tax funding agreement will provide for the allocation of current 
taxes to members of the tax consolidated group in accordance with an acceptable allocation method under 
UIG 1052, while deferred taxes will be allocated to members of the tax consolidated group in accordance 
with the principles of AASB 112 Income Taxes. The allocation of taxes under the tax funding agreement will 
be recognised as an increase/decrease in the subsidiaries’ inter-company accounts with the tax consolidated 
group head company, IT&e Limited in accordance with UIG 1052 Tax Consolidation Accounting.

5.  Income tax continued
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6.  Earnings per share
Although options on issue could be considered dilutive, the fully diluted earnings per share calculation cannot 
give a more favourable result than the basic earnings per share calculation. Therefore, the basic earnings per 
share calculation are also used for the fully diluted calculation while the Group is in a loss position.

The following reflects the income and share data used in the basic and diluted earnings per share 
computations:

Consolidated

2007
$’000

2006
$’000

Net (loss) attributable to ordinary equity holders of the parent (5,700) (643)

Thousands Thousands

Weighted average number of ordinary shares for basic earnings per share 208,209 185,153

Effect of dilution:

Share options 47,717  32,966

Weighted average number of ordinary shares adjusted for the effect of dilution 255,926 218,119

Weighted average number of converted, lapsed, or cancelled potential ordinary  
shares included in diluted earnings per share 3,377 3,263

7.  Cash and cash equivalents
Consolidated Parent

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Cash at bank and in hand 1,132 643 30 239

Short-term deposits 1,297 3,606 1,216 3,578

2,429 4,249 1,246 3,817

Cash at bank earns interest at floating rates based on daily bank deposit rates. Short-term deposits are made 
for varying periods of between one day and three months, depending on the immediate cash requirements of 
the Group, and earn interest at the respective short-term deposit rates. 
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Reconciliation of net (loss) after tax to net cash flows  
from operations

Consolidated Parent

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Net (loss) (5,700) (643) (3,988) (7,312)

Adjustments for: 

Depreciation 238 253 34 12

Bad debts 29 28 29 29

Share-based payment expense 299 765 197 432

Foreign currency translation 240 (188) – (8)

Intercompany expense – – 3,511 4,165

Changes in assets and liabilities

(Increase)/decrease in financial assets (current) 77 (6) – –

(Increase)/decrease in trade and other receivables 1,464 (1,770) (1,438) 752

(Increase)/decrease in prepayments 21 (31) – (4)

(Increase)/decrease in accrued revenue 11 16 (11) (69)

(Increase)/decrease in financial assets (non-current) (302) (19) (150) (4)

(Decrease)/increase in trade and other payables 710 94 924 6

(Decrease)/increase in provisions (current liabilities) 42 46 4 31

(Decrease)/increase in unearned revenue (323) (196) 35 –

(Decrease)/increase in non-current liabilities 33 81 57 –

(Decrease)/increase in intercompany balances – – (3,411) 1,095

Net cash used in operating activities (3,161) (1,570) (4,207) (875)

8.  Trade and other receivables (current)
Consolidated Parent

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Trade receivables 2,250 3,705 1,646 173

Allowance for doubtful debts (29) – (29) –

Other receivables 27 7 – 6

2,248 3,712 1,617 179

Details regarding the effective interest rate and credit risk of current receivables is disclosed in note 22.

7.  Cash and cash equivalents continued
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9.  Financial assets
Consolidated Parent

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Current

Term deposits(i) 62 139 – –

Non-current

Rental Bonds(ii) 275 123 6 6

Performance Guarantee Deposit(iii) 150 – 150 –

425 123 156 6

(i)	 Term deposits are typically made for periods greater than three months and usually are subject to a bank guarantee held by an unrelated party as 
security. Interest is earned at the respective term deposit rate. Refer to note 22 for applicable interest rate.

(ii)	 Rental bonds are amounts paid to landlords as financial security in respect of office space leased. They are subject to fixed interest rates.
(iii)	 At 30 June 2007, the Group has provided a deposit of $150,000 to a customer as a guarantee for the performance of its contractual obligations. 

The deposit is maintained for two years to 2009, and is classified as a non-current asset on the consolidated balance sheet. The guarantee will be 
recovered on a pro-rata basis over the next two years and is subject to variable interest rates.

10.  Accrued revenue
Revenue is accrued when a service is performed but not yet invoiced. Service revenue is invoiced in arrears 
and accrued monthly.

11.  Property, plant and equipment
Consolidated Parent

 

Furniture & 
Fittings

$’000

Office and  
computer 

equipment  
and software

$’000
Total
$’000

Furniture & 
Fittings

$’000

Office and 
computer 

equipment  
and software

$’000
Total
$’000

Year ended 30 June 2007

At 1 July 2006, net of 
accumulated depreciation 100 275 375 – 56 56

Additions 22 127 149 8 43 51

Internal transfers – – – – – –

Disposals – – – – – –

Depreciation for the year (54) (184) (238) (1) (33) (34)

Accumulated depreciation 
– Disposals / Internal transfers – – – – – –

At 30 June 2007, net of 
accumulated depreciation 68 218 286 7 66 73

At 1 July 2006

Cost or fair value 432 1,743 2,175 – 70 70

Accumulated depreciation (332) (1,468) (1,800) – (14) (14)

Net carrying amount 100 275 375 – 56 56

At 30 June 2007

Cost or fair value 454 1,869 2,323 8 113 121

Accumulated depreciation (386) (1,651) (2,037) (1) (47) (48)

Net carrying amount 68 218 286 7 66 73
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Consolidated Parent

 

Furniture & 
Fittings

$’000

Office and  
computer 

equipment  
and software

$’000
Total
$’000

Furniture & 
Fittings

$’000

Office and 
computer 

equipment  
and software

$’000
Total
$’000

Year ended 30 June 2006

At 1 July 2005, net of 
accumulated depreciation 145 326 471 – 8 8

Additions 6 151 157 – 60 60

Internal transfers – – – – – –

Disposals – (83) (83) – – –

Depreciation for the year (51) (202) (253) – (12) (12)

Accumulated depreciation 
– Disposals / Internal transfers – 83 83 – – –

At 30 June 2006, net of 
accumulated depreciation 100 275 375 – 56 56

At 1 July 2005

Cost or fair value 426 1,675 2,101 – 10 10

Accumulated depreciation (281) (1,349) (1,630) – (2) (2)

Net carrying amount 145 326 471 – 8 8

At 30 June 2006

Cost or fair value 432 1,743 2,175 – 70 70

Accumulated depreciation (332) (1,468) (1,800) – (14) (14)

Net carrying amount 100 275 375 – 56 56

12.  Goodwill
Consolidated

 
NextSet

$’000
TMS (a)

$’000
Halcyon (b)

$’000
Total
$’000

At 1 July 2005

Cost (gross carrying amount) – 825 – 825

Additions 1,548 248 – 1,796

Impairment loss – – – –

As 30 June 2006 1,548 1,073 – 2,621

At 1 July 2006

Cost (gross carrying amount) 1,548 1,073 – 2,621

Additions – 12 2,048 2,060

Impairment loss – – – –

At 30 June 2007 1,548 1,085 2,048 4,681

11.  Property, plant and equipment continued
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Parent

 
NextSet

$’000
TMS (a)

$’000
Halcyon (b)

$’000
Total
$’000

At 1 July 2005

Cost (gross carrying amount) – – – –

Additions 1,548 – – 1,548

Impairment loss – – – –

As 30 June 2006 1,548 – – 1,548

At 1 July 2006

Cost (gross carrying amount) 1,548 – – 1,548

Additions – – 2,048 2,048

Impairment loss – – – –

At June 2007 1,548 – 2,048 3,596

(a)  TMS acquisition
IT&e acquired TMS in November 2004 and the initial goodwill generated at the date of acquisition was 
calculated to be $433,098, with subsequent recognition of earn out targets contributing a further $392,000  
of goodwill.

As at 30 June 2006 it was considered probable that TMS would meet its 3rd earn out target (October 2007) 
and additional consideration (in the form of shares) would need to be paid. This was estimated to be $201,004 
based on the current share price at the time of becoming probable and this amount was recognised in the 
30 June 2006 financial report. The earn-out was achieved on 2 August 2006, requiring a foreign exchange 
adjustment to the estimate recognised at 30 June 2006.

The total value of goodwill as at 30 June 2007 is $1,085,000 (2006:$1,073,000).

(b)  Halcyon acquisition
On 1 October 2006 IT&e Limited acquired the business, employees and principals of Halcyon Information 
Systems Pty Ltd (“Halcyon”), an established Melbourne, Australia based provider of risk management and 
financial markets consulting services. 

AASB 3 Business Combinations state that Goodwill acquired in a business combination represents a payment 
made by the acquirer in anticipation of future economic benefits from assets that are not capable of being 
individually identified and separately recognised. 

The provisional acquisition accounting undertaken by the Company indicates no specific individually identified 
and separately recognised assets and liabilities were acquired at the date of acquisition on which a value can 
be measured reliably. Therefore the total purchase price will be allocated as goodwill (on a provisional basis) as 
provided for under AASB 3.

The total value of provisional premium as at 30 June 2007 is $2,048,000 (including $19,000 of transaction 
costs) and is allocated as goodwill.

The contribution of the Halcyon business to the net profit of the Group since acquisition has not been disclosed 
as the operations and employees were integrated into existing operating divisions, and are not reported 
separately. As a result, the Group profit and revenue from continuing operations had the business combination 
been effected at the start of the year have also not been disclosed. For the purposes of impairment testing, 
existing and new service agreements generated by the acquired employees, associated delivery costs and  
pro-rata corporate expenditure are utilised in the value-in-use calculations.

12.  Goodwill continued
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13.  Impairment testing of goodwill
Goodwill acquired through business combinations have been allocated to three individual cash generating units 
for impairment testing as follows:

–	 Halcyon cash generating unit

–	 TMS cash generating unit

–	 NextSet cash generating unit

Halcyon cash generating unit
The recoverable amount of the Halcyon cash generating unit has been determined based on a value in use 
calculation using cash flow projections based on financial budgets approved by senior management covering  
a five year period.

The pre-tax discount rate applied to cash flow projections is 18%. No cash flows are assumed beyond the five 
year period reflecting the uncertain nature of the technology sector. 

TMS cash generating unit
The recoverable amount of the TMS cash generating unit has been determined based on a value in use 
calculation using cash flow projections based on financial budgets approved by senior management covering  
a five year period.

The pre-tax discount rate applied to cash flow projections is 18% (2006: 18%). No cash flows are assumed 
beyond the five year period reflecting the uncertain nature of the technology sector. 

NextSet cash generating unit
The recoverable amount of the NextSet cash generating unit has been determined based on a value in use 
calculation using cash flow projections based on financial budgets approved by senior management covering  
a five year period.

The pre-tax discount rate applied to cash flow projections is 18% (2006: 18%). No cash flows are assumed 
beyond the five year period reflecting the uncertain nature of the technology sector. 

Please refer to the note 12 for the carrying amount of goodwill for the Halcyon, TMS and NextSet cash 
generating units.

Key assumptions used in value in use calculations for the Halcyon, TMS and NextSet cash 
generating units for 30 June 2007 and 30 June 2006.

The following describes each key assumption on which management has based its cash flow projections when 
determining the value in use of Halcyon, TMS and NextSet cash generating units. 

Budgeted gross margins – the basis used to determine the value assigned to the budgeted gross margins is 
the average gross margins achieved in the year immediately before the budgeted year, increased for expected 
efficiency improvements. Thus, values assigned to gross margins reflect past experience.

Cost and Salary price inflation – the basis used to determine the value assigned to the cost and salary price 
inflation is 3%, which is the current inflation rate. Values assigned to this key assumption are consistent with 
external sources of information.
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14.  Share-based payment plans
Employee Share Option and Acquisition Plan
The Company has in place an Employee Share Option Plan (“ESOP”) and an Employee Share Acquisition Plan 
(“ESAP”). The Board obtained shareholder approval at the 2003 AGM to issue up to 15% of its issued share 
capital in securities under the ESOP and ESAP.

ESOP
Under the ESOP, the Board is able to grant options to eligible employees, which include all full time employees 
of the Company and its Directors (grants to Directors however require shareholder approval). The terms and 
conditions of the grant are to be determined by the Board, and at the time of this report, options are on issue 
under four series with different conditions as follows:

NextSet Options
Under the NextSet Acquisition Agreement approved by shareholders, employees of the NextSet business were 
able to be issued up to 2,000,000 options on the same terms and conditions as Series 1 options. No further 
NextSet options will be issued.

Series 1 and 2
Series 1 options were granted in 2002 and are three year call options exercisable at $0.20 per option.  
The holder must be an employee when options are exercised.

Series 2 options were issued in November 2003 with shareholder approval during the AGM. They are 
exercisable at $0.25 per option, and have the following vesting conditions:

TSR rate – the Total Shareholder Return (being the combination of share price increase and dividend payments) 
must increase by 33%, 66% and 100% for 33%, 66% and 100% of the options respectively to vest. This must 
occur within three years of the date of grant.

Options must be exercised within three years of vesting, and the holder must be an employee or Director  
when exercising.

Series 3
Series 3 options were issued in April 2004 and are five year call options exercisable at $0.32. Options vest  
over a three year period in 36 consecutive monthly instalments; however no options can be exercised in the  
12 months after the date of grant. The holder must be an employee or Director when options are exercised.

Director’s options
Director’s options were issued on 18 November 2004 following shareholder approval. The options are five year 
call options exercisable at $0.32. Options vest over a three year period in 36 consecutive monthly instalments; 
however no options can be exercised in the 12 months after the date of grant. The holder must be Director 
when options are exercised.

IT&e ESOP Options
IT&e ESOP options were issued to new employees at various dates during the year to 30 June 2007.  
The options are five year call options with an exercise price range from $0.20 to $0.34. Options vest over 
a three year period in 36 consecutive monthly instalments; however no options can be exercised in the 
12 months after the date of grant. The holder must be an employee when options are exercised.

The expense recognised in the income statement in relation to share-based payments is disclosed in the 
income statement.
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The following table illustrates the number (No.) and weighted average exercise prices (WAEP) of, and 
movements in, share options issued during the year:

2007 No.  
(’000)

2007  
WAEP

2006 No.  
(’000)

2006  
WAEP

Outstanding at the beginning of the year 14(a) 20,168 $0.29 22,763 $0.28

Granted during the year 14(b) 7,567 $0.20 1,650 $0.20

Lapsed/Forfeited during the year 14(c) 6,093 – 766 $0.26

Exercised during the year 14(c) – – – $0.20

Expired during the year 14(c) 165 $0.20 3,478 $0.30

Outstanding at the end of the year 14(d) 21,477 $0.27 20,168 $0.29

Exercisable at end of year 14,085 $0.24 13,367 $0.29

No. Series Grant date Vesting date * Expiry date * WAEP

(a)  Options outstanding at the beginning of the year

5,808,750 Series 2 30.11.03 30.11.06 30.11.09 $0.25

384,500 NextSet 28.02.04 28.02.04 28.02.07 $0.20

7,000,000 Series 3 29.04.04 29.04.05–29.04.07 29.04.07 $0.32

3,400,000 Directors 18.11.04 18.11.04–18.11.07 18.11.09 $0.32

3,575,000 IT&e ESOP 31.08.04–16.11.04 31.08.05–31.08.07 31.08.09–16.11.09 $0.26

(b)  Options granted during the year

2,000,000 IT&e ESOP (Halcyon) 17.11.06 17.11.09 17.11.11 $0.20

3,450,000 IT&e ESOP 30.09.06–4.12.06 30.09.09–4.12.09 30.09.11–04.12.11 $0.20

2,116,705 Hoodless 12.12.06 12.12.06 12.12.11 $0.12

Note: *Dates provided are the latest date by which options can vest or expire.

(c)  Options exercised, lapsed/forfeited or expired during the year

The following table summarises information about options exercised or lapsed during the year ended  
30 June 2007:

Number  
of options Option series

Grant 
date

Exercise 
date

Expiry 
date WAEP

Proceeds 
from 

shares 
issues

Number 
of shares 

issued
Issue 
date

Fair value 
of shares 

issued

4,243,331 Series 2 30.11.03 30.11.06 30.11.09 $0.25 – – – –

165,000 NextSet 28.02.04 28.02.04 28.02.07 $0.20 – – – –

1,400,000 Series 3 29.04.04 29.04.07 29.04.09 $0.32 – – – –

450,000 IT&e ESOP 29.04.04 29.04.07 29.04.09 $0.32 – – – –

No options were exercised by employees during the year ended 30 June 2007.

A total of 165,500 NextSet options expired during the year. A total of 6,093,331 lapsed/forfeited during the 
year. This amount comprised of 561,000 Series 2 options and 205,000 NextSet options.

Fair value of shares issued during the reporting period is the market price of IT&e Limited shares on the ASX as 
at close of trade on their respective issue dates.

14.  Share-based payment plans continued
IT&e ESOP Options continued



52 IT&e Limited annual report for the year ended 30 June 2007

Notes to the Financial Statements

14.  Share-based payment plans continued
IT&e ESOP Options continued
(d)  Options outstanding at the end of the year

No. Series Grant date Vesting date * Expiry date * WAEP

1,565,419 Series 2 30.11.03 30.11.06 30.11.09 $0.25

219,500 NextSet 28.02.04 28.02.04 28.02.07 $0.20

5,600,000 Series 3 29.04.04 29.04.05-29.04.07 29.04.09 $0.32

3,400,000 Directors 18.11.04 18.11.04-18.11.07 18.11.09 $0.32

6,575,000 IT&e ESOP 31.08.04–16.11.04 31.08.05–31.08.07 31.08.09–16.11.09 $0.22

2,000,000 IT&e ESOP (Halcyon) 17.11.06 17.11.09 17.11.11 $0.20

2,116,705 Hoodless 12.12.06 12.12.06 12.12.11 $0.12

Note: *Dates provided are the latest date by which options can vest or expire.

The weighted average remaining contractual life for the share options outstanding as at 30 June 2007 is 
between 1 and 4 years (2006: 1 and 4 years).

The range of exercise prices for options outstanding at the end of the year was $0.20–$0.34.

The weighted average fair value of options granted during the year was $0.20 (2006: $0.21).

The following table lists the inputs to the Black-Scholes and Monte Carlo option pricing models used for the 
years ended 30 June 2006 and 30 June 2007:

2007 2006

Expected volatility (%) 100% 100%

Risk-free interest rate (%) 5.03% – 5.91% 5.03% – 5.62%

Expected life of option (years) 3 – 4.5 3 – 4.5 

Option exercise price ($) 0.20 – 0.34 0.20 – 0.34

Weighted average share price at grant date ($) 0.27 0.26

The expected life of the options is based on historical data and is not necessarily indicative of exercise patterns 
that may occur. The expected volatility reflects the assumption that the historical volatility is indicative of future 
trends, which may also not necessarily be the actual outcome. No other Features of options granted were 
incorporated into the measurement of fair value.

ESOP
The Company has established an Employee Share Option Plan (“ESOP”) for which shareholder approval was 
provided on 30 November 2003. The ESOP enables the company to issue up to 15% of its issued share 
capital in securities under the ESOP and ESAP.

Under the ESOP rules, the Company may offer Directors and employees remuneration in the form of shares as 
part of incentive arrangements. The determination of eligible employees and the terms and conditions of the 
offer to such employees will be determined by the Directors from time to time, having regard to the needs of 
the Company.

ESOP options were issued to new employees at various dates during the year to 30 June 2007. The options 
are five year call options with an exercise price range from $0.20 to $0.34. Options vest over a three-year 
period in 36 consecutive monthly instalments; however no options can be exercised in the 12 months after the 
date of grant. The holder must be an employee when options are exercised.

The expense recognised in the income statement in relation to share-based payments is disclosed in the 
income statement.
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ESAP
The Company has established an ESAP for which shareholder approval was given on 18 July 2000 and 
renewed on 30 November 2003. The ESAP enables all employees of the Company to invest in the equity of 
the Company as part of their remuneration. Australian employees will be able to take advantage of certain 
tax concessions by participating in the ESAP. The terms of the ESAP rules have been drafted to satisfy the 
requirements of the tax deferral concessions.

Under the ESAP rules, Directors may offer participant employees remuneration in the form of shares as part of 
the employee’s incentive arrangements. The determination of eligible employees and the terms and conditions 
of the offer to such employees will be determined by the Directors from time to time, having regard to the 
needs of the Company.

The terms of the ESAP allow the Company to issue matching share component at nil consideration to the 
shares acquired by the employees. During the year, the Company issued 75,000 matching shares at nil 
consideration (2006: nil). The fair value of shares issued is $9,000 (2006: $4,700).

15.  Trade and other payables (current)
Consolidated Parent

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Trade payables (i) 1,787 874 1,230 382

Employee related benefits payable (ii) 161 152 50 49

Other taxes payable 134 315 67 (8)

2,082 1,341 1,347 423

(i)	 Trade payables are non-interest bearing and are normally settled on 30 to 60-day terms.
(ii)	 Employee related benefits payable comprise of superannuation payable.

16.  Current tax liabilities
Current tax liabilities relate to estimates of income tax payable for IT&e (UK) Ltd.

17.  Unearned revenue
Revenue is classified as unearned when it is billed in advance of software support and maintenance service 
delivery. Software support and maintenance contracts are invoiced annually and revenue is recognised evenly 
over the period of the contract.

18.  Due to related parties within wholly owned group
Related party amounts result from transactions in relation to the parent company meeting the working capital 
requirements of subsidiaries. In addition IT&e (UK) Limited, IT&e Global Inc. and IT&e Limited have entered 
into Services Agreements for the provision of services in relation to i) sales and pre-sales activity, ii) software 
support, iii) implementation activities, and iv) customer support, training and project management. Costs for 
such services are reimbursed with a mark up of 7%. Settlement is within 90 days but it may vary. The total 
amount of transactions with related parties within the wholly owned group for the year is $3,679,909 (2006: 
$4,416,537), and the balance payable by IT&e Limited to its subsidiaries at 30 June 2007 is $5,503,125  
(2006: $5,190,277).

Further, IT&e Limited and IT&e India Pte Limited have a Software Development Services agreement for the 
provision of services in relation to development and enhancement of software. Costs for such services are 
reimbursed by IT&e Limited with a mark up of 7.5%. Settlement is generally within 30 days. 

14.  Share-based payment plans continued
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19.  Provisions
Consolidated Parent

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Current

Annual leave 761 719 320 317

Non-current

Long service leave 271 238 161 104

20.  Contributed equity and reserves
Consolidated Parent

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Ordinary shares issued and fully paid 49,273 46,144 49,273 46,144

Effective 1 July 1998, the Corporations legislation abolished the concepts of authorised capital and par value 
shares. Accordingly the Company does not have authorised capital or par value in respect of its issued capital.

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

2007 2006

Movement in ordinary shares on issue Thousands $’000 Thousands $’000

Beginning of the financial year 196,378 46,144 175,818 44,413

Issued during the year

–  employee share scheme(i) 75 9 50 5

–  capital raising(ii) 29,774 3,900 – –

–  cost of capital raising(ii) – (1,186) – (41)

–  purchase of the TMS business(iii) 5,073 406 2,612 219

–  purchase of the NextSet business – – 17,898 1,548

–  purchase of the Halcyon business(iv) 3,285 – – –

End of the financial year 234,585 49,273 196,378 46,144

(i)	 Purchased by employees under the ESAP see note 14. 
(ii)	 The Company listed upon LSX Alternative Investment Market (‘AIM’) on 12 December 2006 and undertook a simultaneous placement of 

12,631,582 shares at 4.75 pence (AUD 0.12) per share to raise approximately $1.5 million AUD. On 13 June 2007, a further 17,142,858 shares 
were raised in a rights issue as detailed in a Prospectus lodged with the ASX on 30 April 2007, for $2.4m. The combined cost of these capital 
raisings was $1.2m.

(iii)	 TMS acquisition: 2,611,580 shares were issued on 2 August 2006 as part of Tranche 2; 2,461,580 shares were issued on 13 February 2007 
related to Tranche 3 as part of the business sale agreement. 

(iv)	 The company acquired Halcyon on 1 October 2006, as per the business sale agreement, 3,285,000 shares were issued for a total value of 
$823,719.

Share Options
The company has an ESOP share based payment option schemes under which options to subscribe for the 
Company’s shares have been granted to certain executives and other employees (refer note 14).
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20.  Contributed equity and reserves continued
Accumulated losses
Movements in accumulated losses were as follows:

Consolidated Parent

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Balance 1 July (41,078) (40,435) (47,756) (40,444)

(Loss) for the year (5,700) (643) (3,988) (7,312)

Balance 30 June (46,778) (41,078) (51,744) (47,756)

Reserves
Consolidated Parent

 

Foreign 
currency 

translation 
reserve

$’000

Acquisition 
earn-out 

equity 
reserve

$’000

Employee 
equity 

benefits 
reserve

$’000 
Total
$’000

Foreign 
currency 

translation 
reserve

$’000

Acquisition 
earn-out 

equity 
reserve

$’000

Employee 
equity 

benefits 
reserve

$’000 
Total
$’000

Consolidated

At 1 July 2005 24 392 2,016 2,432 – 392 2,016  
2,408 

Currency translation differences (201) – – (201) – – – –

Share earn-out – 26 – 26 – 26 – 26

Share-based payments – – 760 760 – – 760 760

At 30 June 2006 (177) 418 2,776 3,017 – 418 2,776 3,194 

Currency translation differences 240 – – 240 – – – –

Share earn-out – (418) – (418) – (418) – (418)

Share-based payments – – 289 289 – – 188 188

Shares payments – Halcyon – – 824 824 – – 824 824

Capital Expense –  
AIM Listing options – – 25 25 – – 25 25

At 30 June 2007 63 – 3,914 3,977 – – 3,813 3,813

Nature and purpose of reserves
Foreign currency translation reserve
The foreign currency translation reserve is used to record exchange differences arising from the translation of 
the financial statements of foreign operations with a functional currency other than AUD.

Acquisition earn-out equity reserve
The acquisition earn-out equity reserve is used to record a reasonable estimate of the likely equity to be issued 
in relation to earn-out targets pertaining to the acquisition of TMS (refer to note 12). An equity reserve is used to 
record this amount due to a fixed number of equity instruments to be issued.

Share-based payments expense reserve
The reserve is used to record the value of share options provided to employees and Directors as part of their 
remuneration. Refer to note 14 for further details of this plan.
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21.  Financial risk management objectives and policies
The Group’s principal financial instruments comprise cash and short-term deposits. The Group has various 
other financial assets and liabilities such as trade receivables and trade payables, which arise directly from 
operations. The main risks arising from the Group’s financial instruments are foreign currency risk and credit 
risk. The Board reviews and agrees policies for managing each of these risks and they are summarised below.

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the 
basis of measurement and the basis on which income and expenses are recognised in respect of each class of 
financial asset, financial liability and equity instrument are disclosed in note 2 to the financial statements.

Foreign currency risk
As a result of operations in foreign countries, the Group has transactional currency exposures. Such exposures 
arise from sales or purchases by an operating unit in currencies other than the unit’s functional currency. 

Credit risk
The Group trades only with recognised, creditworthy third parties (major customers are large listed 
corporations).

It is the Group’s policy that all customers who wish to trade on credit terms are subject to credit verification 
procedures.

In addition, the receivables balances are monitored on an ongoing basis with the result that the Group’s 
exposure to bad debts is not significant.

There are no significant concentrations of credit risk within the Group.

Since the Group trades only with recognised third parties, there is no requirement for collateral.

The Company’s trade receivables are concentrated in the financial services industry, the only segment in which 
the Company currently operates.

The consolidated entity does not have any finance facilities in place at 30 June 2007 (2006: nil).

22.  Financial instruments
Fair values
Set out below is a comparison by category of carrying amounts and fair values of all of the Group’s financial 
instruments recognised in the financial statements.

In the case of cash, the carrying value approximates fair value due to the short term to maturity. In the case of 
receivables and creditors the carrying value approximates fair value.

Carrying amount Fair value

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Consolidated

Financial assets

Cash and cash equivalents 2,429 4,249 2,429 4,249 

Trade and other receivables 2,248 3,712 2,248 3,712

Term deposits 62 139 62 139

Accrued revenue 339 350 339 350

Rental bonds 275 123 275 123

Performance Guarantee deposit 150 – 150 –

Financial Liabilities

Trade and other payables 2,082 1,341 2,082 1,341
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Carrying amount Fair value

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Parent

Financial assets

Cash and cash equivalents 1,246 3,817 1,246 3,817

Trade and other receivables 1,617 179 1,617 179

Term deposits – – – –

Accrued revenue 80 69 80 69

Rental bonds 6 6 6 6

Performance Guarantee deposit 150 – 150 –

Financial Liabilities

Trade and other payables 1,347 423 1,347 423

Interest rate risk 
The following tables set out the carrying amount, by maturity, of the financial instruments exposed to interest 
rate risk. The floating interest rate represents the most recently determined rate applicable at balance date.  
The other financial instruments of the Group and Parent that are not included in the below tables are  
non-interest bearing and are therefore not subject to interest rate risk. 

Year ended 30 June 2007
<1 year

$’000
Total
$’000

Weighted average effective 
interest rate %

CONSOLIDATED

Financial Assets

Floating rate

Cash assets 1,132 1,132 3.34%

Fixed Rate

Short term deposits 1,297 1,297 6.32%

Term Deposits  62  62 6.3%

PARENT

Financial Assets

Floating rate

Cash assets  30  30 2.93%

Fixed Rate

Short term deposits 1,216 1,216 6.44%

22.  Financial instruments continued
Fair values continued
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22.  Financial instruments continued
Interest rate risk continued

Year ended 30 June 2006
<1 year

$’000
Total
$’000

Weighted average effective 
interest rate %

CONSOLIDATED

Financial Assets

Floating rate

Cash assets  643  643 3.43%

Fixed Rate

Short term deposits 3,606 3,606 5.86%

Term Deposits  139  139 5.52%

PARENT

Financial Assets

Floating rate

Cash assets  239  239 3.43%

Fixed Rate

Short term deposits 3,578 3,578 5.86%

23.  Commitments and contingencies
Operating lease commitments – Group as lessee
The group has entered into commercial leases for office space occupied in Sydney, New York, London  
and Chennai.

Consolidated Parent

2007
$’000

2006
$’000

2007
$’000

2006
$’000

Operating lease commitments – Group as lessee

Future minimum rentals payable under non-cancellable 
operating leases as at 30 June are as follows:

Within one year 670 722 356 –

After one year but not more than five years 338 904 – –

1,008 1,626 356 –

Contingencies 
As at 30 June 2007, the Company had term deposits totalling $62,193 (2006: $139,110) held as bank 
guarantees comprised of security deposits for rental premises.

In addition, note 24 details the Deed of Cross Guarantee entered into in the 2006 financial year. The extent to 
which an outflow of funds will be required is dependent on the future operations of the entities that are party to 
the Deed of Cross Guarantee. No liability is expected to arise. The Board has assessed the probability of any 
liabilities arising from the deed to be low at balance date, and accordingly, no amounts were recognised.  
The Deed of Cross Guarantee will continue to operate indefinitely.
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24.  Related party disclosures
The consolidated financial statements include the financial statements of IT&e Limited and the subsidiaries 
listed in the following table:

% Equity interest Investments ($’000)

Name
Country of 

incorporation 2007 2006 2007 2006

IT&e Commerce Solutions Pty Limited ^ Australia 100 100 1,494 1,494

IT&e Software India Private Limited  
(formerly NextSet Software Development 
Technology (India) Private Ltd) India 100 100 244 244

IT&e Global Inc USA 100 100 – –

IT&e (UK) Limited UK 100 100 167 167

1,905 1,905

IT&e Limited is the ultimate Australian parent entity and ultimate parent of the Group incorporated in Australia.

^ Entities subject to class order

Pursuant to Class Order 98/1418, relief has been granted to IT&e Commerce Solutions Pty Limited from the 
Corporations Act 2001 requirements for preparation, audit and lodgement of financial reports.

As a condition of the Class Order, IT&e Limited and IT&e Commerce Solutions Pty Limited (the “Closed Group”) 
entered into a Deed of Cross Guarantee on 22 June 2006. The effect of the deed is that IT&e Limited has 
guaranteed to pay any deficiency in the event of winding up of the controlled entity or if they do not meet 
their obligations under the terms of overdrafts, loans, leases or other liabilities subject to the guarantee. The 
controlled entities have also given a similar guarantee in the event that IT&e Limited is wound up or if it does 
not meet its obligation under the terms of overdrafts, loans, leases or other liabilities subject to the guarantee. 
The Board has assessed the probability of any liabilities arising from the deed to be low at balance date, and 
accordingly, no amounts were recognised.

The consolidated income statement and balance sheet of the entities that are members of the “Closed Group” 
is as follows:

Closed Group

2007
$’000

2006
$’000

Consolidated Income Statement

Net (loss) for the period (5,678) (2,124)

(Accumulated losses) at the beginning of the period (39,680) (37,556)

(Accumulated losses) at the end of the period (45,358) (39,680)

Consolidated Balance Sheet

ASSETS

Current Assets

Cash and cash equivalents 2,109 4,081 

Trade and other receivables 2,140 3,532

Financial Assets 62 139

Prepayments 56 60

Accrued revenue 339 350

Total Current Assets 4,706 8,162
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Closed Group

2007
$’000

2006
$’000

Non-current Assets

Financial Assets 159 14

Property, plant and equipment 193 317

Goodwill 3,596 1,548

Investments in controlled entities 1,905 1,905

Total Non-current Assets 5,853 3,784

TOTAL ASSETS 10,559 11,946

LIABILITIES

Current Liabilities

Trade and other payables 1,840 1,221 

Current tax liabilities 1 (1)

Provisions 618 613

Unearned revenue 802 1,047

Due to related parties within wholly owned group (1,041) (1,095)

Total Current Liabilities 2,220 1,785

Non-Current Liabilities

Provisions 271 238

Total Non-Current Liabilities 271 238

TOTAL LIABILITIES 2,491 2,023

NET ASSETS 8,068 9,923

EQUITY

Equity attributable to equity holders of the parent

Contributed equity 49,273 46,144 

(Accumulated losses) (45,358) (39,680)

Reserves 4,153 3,459 

TOTAL EQUITY 8,068 9,923

The ultimate controlling entity is IT&e Limited.

Terms and conditions of transactions with related parties
Sales to and purchases from related parties are made in arm’s length transactions both at normal market 
prices and on normal commercial terms. Outstanding balances at year-end are unsecured, interest free and 
settlement occurs in cash. 

For the year ended 30 June 2007, the Group has not made any allowance for doubtful debts relating 
to amounts owed by related parties as the payment history has been strong (2006: nil). An impairment 
assessment is undertaken each financial year by examining the financial position of the related party and the 
market in which the related party operates to determine whether there is objective evidence that a related 
party receivable is impaired. When such objective evidence exists, the Group recognises an allowance for the 
impairment loss.

24.  Related party disclosures continued
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25.  Events after the balance sheet date
There were no subsequent events as at the date of this report.

26.  Auditors’ remuneration
The auditor of IT&e Limited is Ernst & Young.

Consolidated Parent

2007
$

2006
$

2007
$

2006
$

Amounts received or due and receivable by  
Ernst & Young (Australia) for:

•	 �an audit or review of the financial report of the entity 
and any other entity in the consolidated group 108,000 95,000 108,000 95,000

•	 �other services in relation to the entity and any other 
entity in the consolidated group

	 –  tax compliance 23,899 53,204 23,899 53,204

	 –  other assurance related services 55,000 59,500 55,000 59,500

	 –  accounting advice 39,882 – 39,882 –

	 –  LSX AIM listing and equity raising 64,015 – 64,015 –

290,796 207,704 290,796 207,704

Amounts received or due and receivable by  
non Ernst & Young audit firms for:

An audit or review of the financial report of subsidiaries 24,000 12,000 – –

Taxation services of subsidiary services 11,000 57,000 – –

27.  Director and Executive disclosures
(a)  Details of Key Management Personnel
(i)  Directors
David Bell	 Chairman (non-executive) 
James Maranis	 Managing Director 
Simon Yencken 	 Non-executive Director 
Ellis Bugg 	 Non-executive Director 
Stephen Simpson	 Non-executive Director 
Greg Meekings	 Non-executive Director – appointed 1 September 2006 
Ralph Pickering	 Non-executive Director – appointed 3 October 2006 
Jane Yuile	 Non-executive Director – appointed 29 June 2007
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27.  Director and Executive disclosures continued
(a)  Details of Key Management Personnel continued

(ii)  Executives
Nigel Slack-Smith	 Chief Technology Officer 
Richard Watson	 Chief Financial Officer – resigned 30 March 2007 
Alan Arbelo	 Chief Operating Officer – Asia Pacific resigned 28 February 2007 
Neil Sandery	 Senior Sales Executive 
John Groetch	 Chief Operating Officer – Americas 
Malcolm Warne	 Chief Operating Officer – Europe 
John Mantzios	 Head of Technology Services 
Henri Feuga	 Chief Technology Officer – Front Office Systems 
Frank Raiti	 Financial Controller – resigned 13 July 2007 
Chris Brooke	 Financial Controller – appointed 20 August 2007 
Oliver Carton	 Company Secretary

There were no changes of the Managing Director or key management personnel other than those noted above, 
after reporting date and at the date the financial report was authorised for issue.

(b)  Compensation of Key Management Personnel
(i)  Compensation of Key Management Personnel
For the years ended 30 June 2006 and 30 June 2007 – refer to the tables on pages 14 to 15 in the Directors’ 
Report, the company has applied the option under Corporations Amendments Regulation 2006 to transfer key 
management personnel remuneration disclosures required by AASB 124 Related Party Disclosures paragraphs 
Aus 25/4 to Aus 25.7.2 to the Remuneration Report within the Directors’ Report.

(ii)  Compensation by Category: Key Management Personnel
Consolidated Parent

2007
$

2006
$

2007
$

2006
$

Short-term 2,831,815 2,519,787 1,339,692 1,252,228

Post employment 85,124 96,476 52,358 57,578

Other 441,453 115,914 345,365 111,606

Termination benefits – – – 

Share-based payments 243,142 583,482 195,922 414,328 

3,601,534 3,315,659 1,933,337 1,835,740 
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27.  Director and Executive disclosures continued
(c)  Option holdings of Key Management Personnel

30 June 2007

Balance at 
beginning  
of period  

1 July 2006
Granted as 

Remuneration
Options 

Exercised

Net  
Change 

Other#

Balance  
at end  

of period  
30 June 2007

Vested at 30 June 2007

Total Exercisable
Not 

Exercisable

Directors

D. Bell 1,500,000 – – (1,000,000) 500,000 500,000 – 500,000

J. Maranis 2,000,000 – – – 2,000,000 2,000,000 1,740,000 260,000

S. Yencken 1,400,000 – – – 1,400,000 1,400,000 1,218,000 182,000

E. Bugg – 500,000 – – 500,000 500,000 95,000 405,000

S. Simpson 500,000 – – – 500,000 500,000 435,000 65,000

G. Meekings – 2,000,000 – – 2,000,000 2,000,000 380,000 1,620,000

R. Pickering – – – – – – – –

J. Yuile – – – – – – – –

Executives

N. Slack-Smith 1,400,000 – – – 1,400,000 1,400,000 1,400,000 –

R. Watson 1,000,000 – – – 1,000,000 1,000,000 530,000 470,000

A. Arbelo 1,400,000 – – – 1,400,000 1,400,000 1,400,000 –

N. Sandery 500,000 – – – 500,000 500,000 435,500 64,500

J. Groetch – – – – – – – –

M. Warne 1,400,000 – – – 1,400,000 1,400,000 1,400,000 –

H. Feuga – – – – – – – –

J. Mantzios 1,400,000 – – – 1,400,000 1,400,000 1,400,000 –

F. Raiti – – – – – – – –

O. Carton – – – – – – – –

Total 12,500,000 2,500,000 - (1,000,000) 14,000,000 14,000,000 10,433,500 3,566,500

# Includes forfeitures

During the year no options issued to Directors and Executives were exercised.
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27.  Director and Executive disclosures continued
(c)  Option holdings of Key Management Personnel continued

30 June 2006

Balance at 
beginning  
of period  

1 July 2005
Granted as 

Remuneration
Options 

Exercised

Net  
Change 

Other#

Balance  
at end  

of period  
30 June 2006

Vested at 30 June 2006

Total Exercisable
Not 

Exercisable

Directors

D.Bell 1,500,000 – – – 1,500,000 1,500,000 – 1,500,000

J.Maranis 2,000,000 – – – 2,000,000 2,000,000 1,080,000 920,000

S.Yencken 1,400,000 – – – 1,400,000 1,400,000 756,000 644,000

E.Bugg – – – – – – – –

S.Simpson 500,000 – – – 500,000 500,000 270,000 230,000

Executives

N.Slack-Smith 1,400,000 – – – 1,400,000 1,400,000 1,008,000 392,000

R.Watson – – – 1,000,000 1,000,000 1,000,000 – 1,000,000

A.Arbelo 1,400,000 – – – 1,400,000 1,400,000 1,008,000 392,000

N.Sandery 500,000 – – – 500,000 500,000 277,778 222,222

J.Groetch – – – – – – – –

M.Warne 1,400,000 – – – 1,400,000 1,400,000 1,008,000 392,000

F.Raiti – – – – – – – –

O.Carton – – – – – – – –

Total 10,100,000 – – 1,000,000 11,100,000 11,100,000 5,407,778 5,692,222

# Includes forfeitures

During the year no options issued to Directors and Executives were exercised. 
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27.  Director and Executive disclosures continued
(d)  Shareholdings of Key Management Personnel (Consolidated)
Shares held in IT&e Limited (number)

30 June 2007

Balance  
1 July 2006 

Ordinary

Granted as 
Remuneration 

Ordinary

On Exercise  
of Options 

Ordinary

Net Change 
Other  

Ordinary

Balance 
30 June 2007 

Ordinary

Directors

D.Bell 1,000,000 – – – 1,000,000

J.Maranis 3,607,973 – – – 3,607,973

S.Yencken 27,706,313 – – – 27,706,313 

E.Bugg 250,000 – – 25,000 275,000

S.Simpson 405,430 – – – 405,430

G.Meekings – – – – –

R.Pickering – – – – –

J.Yuile – – – 152,000 152,000

Executives

N.Slack-Smith 2,124,447 – – – 2,124,447

R.Watson 50,000 – – – 50,000

A.Arbelo 643,256 – – – 643,256

N.Sandery – – – 37,326 37,326

J.Groetch – – – – –

M.Warne 1,144,680 – – – 1,144,680

H.Feuga – – – – –

J.Mantzios – – – – –

F.Raiti – – – 50,000 50,000

O.Carton 139,945 – – – 139,945

Total 37,072,044 – – 264,326 37,336,370

All equity transactions with key management personnel other than those arising from the exercise of 
remuneration options have been entered into under terms and conditions no more favourable than those the 
Group would have adopted if dealing at arms’ length.
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27.  Director and Executive disclosures continued
(d)  Shareholdings of Key Management Personnel (Consolidated) continued
Shares held in IT&e Limited (number) continued

30 June 2006

Balance  
1 July 2005 

Ordinary

Granted as 
Remuneration 

Ordinary

On Exercise  
of Options 

Ordinary

Net Change 
Other  

Ordinary

Balance 
30 June 2006 

Ordinary

Directors

D.Bell 700,000 – – 300,000 1,000,000

J.Maranis 3,577,780 – – 30,193 3,607,973

S.Yencken 8,808,789 – – 18,897,524  27,706,313

E.Bugg – – – 250,000 250,000

S.Simpson 405,430 – – – 405,430

B.Johnson^ 2,827,780 – – (2,827,780) –

Executives

N.Slack-Smith 2,124,447 – – – 2,124,447

R.Watson – – – 50,000 50,000

A.Arbelo 1,498,256 – – (855,000) 643,256

N.Sandery – – – – –

J.Groetch – – – – –

M.Warne 1,144,680 – – – 1,144,680

H.Feuga – – – – –

J.Mantzios – – – – –

F.Raiti – – – – –

O.Carton 139,945 – – – 139,945

Total 21,227,107 – –  15,844,937 37,072,044

All equity transactions with key management personnel other than those arising from the exercise of 
remuneration options have been entered into under terms and conditions no more favourable than those the 
Group would have adopted if dealing at arms’ length.

^ Bob Johnson resigned from the Board at the 2005 Annual General Meeting. At that time he continued to 
hold 2,305,557 ordinary shares.

28.  Restatement
The figures for the comparative period in the cash flow statement have been restated to reflect the gross level 
of receipts from customers and payments made to suppliers and employees, inclusive of GST.
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Directors’ Declaration

In accordance with a resolution of the Directors of IT&e Limited, I state that: 

(1)	 In the opinion of the Directors:

	 (a)	� the financial statements and the additional disclosures included in the Directors’ Report designated  
as audited, of the company and of the consolidated entity are in accordance with the  
Corporations Act 2001, including:

		  (i)	� giving a true and fair view of the Company’s and consolidated entity’s financial position as at  
30 June 2007 and of their performance for the year ended on that date; and

		  (ii) 	� complying with Accounting Standards and Corporations Regulations 2001; and

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

(2)	 This declaration has been made after receiving the declarations required to be made to the Directors in 
accordance with section 295A of the Corporations Act 2001 for the financial period ending 30 June 2007.

(3)	 In the opinion of the Directors, as at the date of this declaration, there are reasonable grounds to believe 
that the members of the Closed Group identified in note 24 will be able to meet any obligations or liabilities 
to which they are or may become subject, by virtue of the Deed of Cross Guarantee.

On behalf of the Board

James Maranis 
Managing Director

Sydney, 31 August 2007
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Independent Auditor’s Report  
to the members of IT&e Limited

Tel	 61 3 9288 8000 
Fax	 61 3 8650 7777

Ernst & Young Building 
8 Exhibition Street 
Melbourne VIC 3000 
Australia

GPO Box 67 
Melbourne VIC 3001 

We have audited the accompanying financial report of IT&e Limited and the entities it controlled during the 
financial year, which comprises the balance sheet as at 30 June 2007, and the income statement, statement 
of changes in equity and cash flow statement for the year ended on that date, a summary of significant 
accounting policies, other explanatory notes and the Directors’ declaration.

The company has disclosed information as required by paragraphs Aus 25.4 to Aus 25.7.2 of Accounting 
Standard 124 Related Party Disclosures (“remuneration disclosures”), under the heading “Remuneration 
Report” on pages 12 to 18 of the Directors’ Report, as permitted by Corporations Regulation 2M.6.04.

Directors’ Responsibility for the Financial Report
The directors of the company are responsible for the preparation and fair presentation of the financial report in 
accordance with the Australian Accounting Standards (including the Australian Accounting Interpretations) and 
the Corporations Act 2001. This responsibility includes establishing and maintaining internal controls relevant 
to the preparation and fair presentation of the financial report that is free from material misstatement, whether 
due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates 
that are reasonable in the circumstances. In Note 2, the directors also state that the financial report, comprising 
the consolidated financial statements and notes, comply with International Financial Reporting Standards. The 
directors are also responsible for the remuneration disclosures contained in the directors’ report.

Auditor’s Responsibility
Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in 
accordance with Australian Auditing Standards. These Auditing Standards require that we comply with relevant 
ethical requirements relating to audit engagements and plan and perform the audit to obtain reasonable 
assurance whether the financial report is free from material misstatement and that the remuneration disclosures 
comply with Accounting Standard AASB 124 Related Party Disclosures. 

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

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

Independence
In conducting our audit we have met the independence requirements of the Corporations Act 2001. We have 
given to the directors of the company a written Auditor’s Independence Declaration, a copy of which is included 
immediately following the independent auditor’s report. In addition to our audit of the financial report and the 
remuneration disclosures, we were engaged to undertake the services disclosed in the notes to the financial 
statements. The provision of these services has not impaired our independence.

Liability limited by a scheme approved under Professional Standards Legislation.
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Liability limited by a scheme approved under Professional Standards Legislation.

Auditor’s Opinion
In our opinion: 

1.	 the financial report of IT&e Limited is in accordance with:

	 (a)	 the Corporations Act 2001, including:

	 (i)	� giving a true and fair view of the financial position of IT&e Limited and the consolidated entity at  
30 June 2007 and of their performance for the year ended on that date; and

	 (ii)	� complying with Australian Accounting Standards (including the Australian Accounting Interpretations); 
and

	 (b)	 other mandatory financial reporting requirements in Australia.

2.	 the consolidated financial statements and notes also comply with International Financial Reporting 
Standards as disclosed in Note 2.

3.	 the remuneration disclosures that are contained on pages 12 to 18 of the Directors’ Report comply with 
Accounting Standard AASB 124 Related Party Disclosures.

Ernst & Young

R Bruce Dungey 
Partner

Melbourne, 31 August 2007
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Auditor’s Independence Declaration  
to the Directors of IT&e Limited

In relation to our audit of the financial report of IT&e Limited for the financial year ended 30 June 2007, to the 
best of my knowledge and belief, there have been no contraventions of the auditor independence requirements 
of the Corporations Act 2001 or any applicable code of professional conduct.

Ernst & Young

R Bruce Dungey 
Partner

Melbourne, 31 August 2007

Liability limited by a scheme approved under Professional Standards Legislation.

Tel	 61 3 9288 8000 
Fax	 61 3 8650 7777

Ernst & Young Building 
8 Exhibition Street 
Melbourne VIC 3000 
Australia

GPO Box 67 
Melbourne VIC 3001 
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ASX Additional Information

Substantial Shareholders as at 12 September 2007
The following information required by the Australian Securities Exchange Limited and not shown elsewhere in 
this report is extracted from the Company’s Share Register.

Name

Number of  
Ordinary  

Shares

Number of  
Ordinary  

share options

% of  
issued  
capital

UXC LIMITED 26,818,750 – 11.43

CITICORP NOMINEES PTY LIMITED 21,080,170 – 8.99

NS SOFTWARE INC 20,397,524 – 8.69

Distribution of Shareholdings as at 12 September 2007

Size of holding

Number of  
Ordinary  

shareholders

Number of  
Ordinary  

shares

1 – 1,000 17 11,934

1,001 – 5,000 137 436,013

5,001 – 10,000 269 2,260,782

10,001 – 100,000 663 25,131,973

100,001 – 9,999,999,999 231 206,749,268

Total 1,317 234,584,970

Number of ordinary shareholders with less than a marketable parcel of shares are: 138 –

Voting Rights
All ordinary shares issued by IT&e Limited carry one vote per share without restriction. 

Twenty Largest Shareholders as at 12 September 2007

Name
Number of 

ordinary shares %

  1  UXC LIMITED 26,818,750 11.43

  2  CITICORP NOMINEES PTY LIMITED 21,510,670 9.17

  3  NS SOFTWARE INC 20,397,524 8.69

  4  VERAN NOMINEES PTY LTD 11,547,973 4.92

  5  SANDHURST TRUSTEES LTD <JMFG CONSOL A/C> 8,830,537 3.76

  6  MERRILL LYNCH (AUSTRALIA) NOMINEES PTY LIMITED 7,817,087 3.33

  7  PARWOOD PTY LTD 6,808,789 2.90

  8  COMPUTERSHARE CLEARING PTY LTD <CCNL DI A/C> 5,668,776 2.42

  9  INVIA CUSTODIAN PTY LIMITED <BLACK A/C> 4,950,127 2.11

10  T2WG PTY LTD 3,613,500 1.54

11  MR JAMES MARANIS 3,607,973 1.54

12  THORNEY HOLDINGS PTY LTD 3,437,500 1.47

13  SOUTHERLY TRADING PTY LTD 2,227,500 0.95

14  QTI MANAGED FUNDS LIMITED 2,016,000 0.86

15 � MR PHILIP CAIRNS DIXON + MRS JACQUELINE DIXON +  
MR STEPHEN THOMAS WRIGHT <DIXON FAMILY A/C> 2,000,000 0.85

16  UBS NOMINEES PTY LTD 1,903,112 0.81

17  ANZ NOMINEES LIMITED <CASH INCOME A/C> 1,710,603 0.73

18  PRAF INVESTMENTS PTY LIMITED 1,648,446 0.70

19  POCU PTY LIMITED 1,538,446 0.66

20  MR ALAN FRANCIS DAVISON 1,500,000 0.64



72 IT&e Limited annual report for the year ended 30 June 2007

Corporate Information
ABN 84 088 299 512

This annual report covers both IT&e Limited as an 
individual entity and the consolidated entity comprising 
IT&e Limited and its subsidiaries. The Group’s 
functional and presentation currency is AUD ($).

A description of the Group’s operations and of 
its principal activities is included in the review of 
operations and activities in the Directors’ Report on 
pages 8 to 20. The Directors’ Report is not part of 
the Financial Report.

Directors
David Bell  
Chairman, Non-executive Director

James Maranis 
Managing Director

Simon Yencken 
Non-executive Director

Ellis Bugg 
Non-executive Director

Stephen Simpson 
Non-executive Director

Greg Meekings 
Non-executive Director  
(appointed effective 1 September 2006)

Ralph Pickering 
Non-executive Director  
(appointed 3 October 2006)

Jane Yuile 
Non-executive Director  
(appointed 29 June 2007)

Company Secretary
Oliver Carton 	  

Registered office
Level 11, 25 Bligh Street 
Sydney NSW 2000 
Telephone 61 2 9236 9401

Principal place of business
Australia
Level 11, 25 Bligh Street 
Sydney NSW 2000 
Telephone 61 2 9236 9401

Overseas offices
United Kingdom
IT&e (UK) Limited 
Level 8, 145 Leadenhall Street 
London EC3V 4QT 
Telephone 44 20 7621 8520

India
IT&e Software India Private Limited
Kamak Towers, 4th Floor
12 A(SP), Thiru-vi-ka Industrial Estate
Ekkatuthangal, Guindy
Chennai – 600 032 INDIA
Phone: 91 44 4356 3192

USA
IT&e Global Inc 
276 5th Avenue, Suite 901 
New York NY 10001 
Telephone 1 212 683 9445

Share Register
Computershare Registry Services Pty Ltd 
Level 12, 565 Bourke Street 
Melbourne VIC 3000 
Telephone 61 3 9611 5711

Solicitors
Lennox Group Pty Ltd 
Suite 211, 11 Milton Parade 
Malvern VIC 3144

Freehills  
MLC Centre, Martin Place 
Sydney NSW 2000 

Bankers
Australia and New Zealand  
Banking Group Limited 
287 Collins Street 
Melbourne VIC 3000

Bank of Western Australia Ltd 
L 25, 45 Clarence Street 
Sydney NSW 2000

Commonwealth Bank of Australia 
254 George Street 
Sydney NSW 2000

Auditors
Ernst & Young 
8 Exhibition Street 
Melbourne VIC 3000 
Australia
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IT&e Limited specialises in developing and 

delivering innovative software and technology 

solutions to financial institutions worldwide.  

Our domain expertise includes risk management, 

electronic trading, equity trading, financial 

markets and general banking.




