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Results for announcement to the market 
 
                                       $A'000 

  
Revenue and other income from ordinary activities  
 

down 26% to 168,837 

Profit from ordinary activities after tax attributable to 
members  

down 94% to 2,006 

     
Net profit for the period attributable to members  down 94% to 2,006 
  

Dividends  Total amount 

$’000 

Amount per 
security 

Franked amount 
per security  

Current period 

Final dividend declared 

Interim dividend paid 

 

4,922 

4,922 

 

5.00c 

5.00c 

 

5.00c 

5.00c 

Previous corresponding period  

Final dividend paid 

Interim dividend paid 

Special dividend paid 

 

7,847 

8,047 

4,023 

 

10.00c 

10.00c 

5.00c 

 

10.00c 

10.00c 

5.00c 

  
Record date for determining 
entitlements to the dividend 

20 September 2010 

 
 

 
 
 

 
30 June 2010 

$ 

 
30 June 2009 

$ 
 
Net tangible asset backing 

 
Net tangible asset backing per ordinary security $2.01 $1.65 
 
Control over entities 
 
Control was not gained or lost over any entity during the financial year ended 30 June 2010 that had a material 
effect on the profit for the period.  
 
Material interest in entities 
 
There were no material interests in entities that were not controlled entities. 
 
Details of associates and Joint Venture entities 
 
There are no associates or joint venture entities.
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Management Discussion & Analysis 
 

 
SERVCORP REPORTS MATURE FLOOR NPBT IN LINE WITH GUIDANCE  

GLOBAL EXPANSION PROGRESSING WELL 
 

 Mature floor NPBT of $25,127,000 for FY 2010 
 NPBT of $2,875,000 for FY 2010 
 Virtual Office package growth of 20% for FY 2010 
 Virtual Office revenue growth of 9% in constant currency for FY 2010 
 Cash Balance (unencumbered) of $121,030,000  at 30 June 2010 
 Final dividend of 5.00 cents per share declared, fully franked 
 Mature floor NPBT forecast of $30,000,000 for FY 2011 
 Immature floor loss forecast of $15,000,000 for FY 2011 
 Forecast dividend of 10.00 cents per share for FY 2011 

 
Servcorp recorded a NPBT attributable to mature floors for the twelve months ended 30 June 2010 (FY 2010) of $25,127,000 
(FY 2009: $54,360,000). Immature floor expansion costs for FY 2010 were $20,103,000 (FY 2009: $2,942,000). The loss for 
Office Squared for FY 2010 was $2,149,000 (FY 2009: $4,143,000).  
 
Consolidated group NPBT was $2,875,000 for FY 2010 (FY 2009: $47,275,000). Consolidated group NPAT decreased to 
$2,006,000 for FY 2010 (FY 2009: $34,097,000). 

 
OPERATING SUMMARY 
 
The Business 
 
As previously advised, trading conditions in the Serviced Office business were very difficult in FY 2010. Depressed global 
business sentiment, particularly in the commercial real estate market, caused a drop in demand for Serviced Offices globally 
which impacted office pricing and occupancy of the mature Serviced Office business. This environment has created an 
opportunity for Servcorp to expand. 
 
Consolidated Serviced Office revenue was impacted by a strong AUD throughout FY 2010 recording a drop of 32% compared 
to FY 2009. When the effect of changes in foreign currency translation is stripped out, revenue dropped by 26% compared to 
FY 2009. 
 
Average mature floor occupancy for FY 2010 softened to 76% (FY 2009: 79%). 
 
Thirteen floors were opened during FY 2010. All were immature at 30 June 2010 and these were as follows: 
 

1. Level 1, Lyra Building Hangzhou     Opened July, 2009 
2. Level 4, Al Mamoura Building, Abu Dhabi    Opened September, 2009 
3. Level 9, Jameel Square, Jeddah     Opened December, 2009 
4. Level 20, Marunouchi Tower Trust, Tokyo    Opened December, 2009 
5. Level 15, Da Vinci Building, Fukuoka    Opened December, 2009 
6. Level 17, Dashwood House, London   Opened December, 2009  
7. Level 19, 2 IFC, Hong Kong    Opened January, 2010 
8. Level 18, Sahab Tower, Kuwait    Opened February, 2010 
9.  Level 42, 155 North Wacker, Chicago   Opened March, 2010 
10. Level 8, Nittochi Nishi-Shinjuku Building, Tokyo  Opened March 2010 
11. Level 12, 1 Peking Road, Hong Kong   Opened April, 2010 
12. Level 49, 300 LaSalle, Chicago    Opened May 2010 
13. Level 9, HK Club Building, Hong Kong   Opened May 2010 

  
The performance of all immature floors are tracking to expectations. 
 
As at 30 June 2010 Servcorp operated 77 floors in 29 cities in 17 countries.
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Management Discussion & Analysis (continued) 
 

 
Virtual Office 
 
Virtual Office package memberships increased by 20% during FY 2010. Virtual Office revenue decreased by 1% YOY for FY 
2010. However when the translation effect of changes in currency is stripped out, Virtual Office revenue increased by 9% YOY 
for FY 2010. 

 
Expansion 
 
Thirteen floors were opened during FY 2010. At 30 June 2010 a further 31 leases had been executed for locations that are 
expected to open in the next six to nine months. 
 
Servcorp is on track to reach its floor opening target of 35 new locations in the eighteen months to 31 December 2010.  
 
As outlined at Servcorp’s Annual General Meeting in November 2009, we are focused on rapidly expanding the Servcorp 
footprint into a number of new markets, in particular in North America. 
 
We are happy with the progress of new centre rollouts and early indications are that sales are adhering to the business model 
projections. Our focus is to build scale in each geographic location to spread marketing and web optimisation costs. 
 
Immature floor expansion costs were $20.10M for FY 2010 (FY 2009: $2.94M). Included in the FY 2010 immature floor costs 
are Head Office costs associated with expansion in the amount of $8.57M (FY 2009: Nil). 

 
Office Squared 
 
The Office Squared business has been significantly scaled back. Management is now focusing on our core business of 
Serviced and Virtual Offices.  The Office Squared loss for FY 2010 was $2.15M (FY 2009: $4.14M).  
 
Operating Summary By Region 
 
Australia & New Zealand 
 
Mature floors 
Despite global economic market turmoil, Australia and New Zealand have performed well throughout FY 2010 and have not 
been impacted to the same extent as other markets. Mature floor revenue from ordinary activities decreased by 6% YOY to 
$45.47M during FY 2010. Mature floor NPBT decreased by 21% YOY to $10.77M for FY 2010. The closure cost associated 
with closing one floor in Australia had the effect of reducing the mature floor result by $0.63M. An additional three floors are 
scheduled to open in Australia and New Zealand in H1 FY 2011. 
 
Immature floors 
Two floors in Australia and New Zealand were immature during FY 2010. Immature floor losses were $0.63M. 
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Management Discussion & Analysis (continued) 
 

 
Japan 
 
Mature floors 
Japanese business sentiment continues to be depressed and as a result the commercial market and lease rates are now at 
cyclical lows. There is an opportunity to expand in this market and Servcorp has secured space in three new locations that will 
open in H1 FY 2011. Revenue from mature locations decreased by 24% YOY to $55.14M during FY 2010. NPBT decreased 
by 45% YOY to $5.34M for FY 2010.  

 
Immature floors 
Four locations in Japan were immature during the period. The Net Loss Before Tax on immature floors was $2.17M for FY 
2010.  
 
Middle East 
 
Mature floors 
The Dubai market which was in boom has suffered a material downturn with vacancy rates in this city now at ten year highs. 
Servcorp still operates a profitable business in this city, but nowhere near the profits of boom time. The Serviced Office 
markets in both Bahrain and Qatar remain challenging. 
 
Mature floor revenue from ordinary activities decreased by 37% YOY to $10.99M for FY 2010 when compared to FY 2009. 
Mature floor NPBT decreased by 65% YOY to $3.29M for FY 2010.  
 
Immature floors 
Locations were opened in Abu Dhabi, Jeddah and Kuwait during FY 2010 and the performance of these floors is encouraging. 
Six floors in the Middle East were immature during FY 2010 with losses for FY 2010 of $3.72M. Since the end of the financial 
year we have opened new locations in Beirut and Istanbul. A further location is expected to open in H1 2011 in Saudi Arabia. 
 
Greater China 
 
Mature floors 
During FY 2010, we experienced management problems in this region. Management has now been restructured in China and 
the region is on track to recovery. The Hong Kong market was significantly impacted by the global financial crisis but this 
market is now improving and we should return to profitability in FY 2011. 
 
Revenue from ordinary activities decreased by 54% YOY to $13.19M in FY 2010 and Net Loss Before Tax was $0.40M for FY 
2010.  
 
Immature floors 
Four floors in Greater China were immature as at 30 June 2010 with a Net Loss Before Tax of $2.02M for FY 2010. 
 
Southeast Asia 
 
Mature floors 
During calendar year 2009 the Singapore and Kuala Lumpur markets saw dramatic falls in commercial property values and 
commercial leasing rates. A recovery in Singapore is now evident. Kuala Lumpur however remains challenging. The Bangkok 
market has suffered as a result of the civil upheaval in April and May 2010 but it has now stabilised.  

 
Revenue from ordinary activities decreased by 39% YOY to $14.58M in FY 2010 and NPBT decreased by 52% YOY to 
$4.27M for FY 2010. 

 
Immature floors 
There were no immature floors in Southeast Asia during this period. 
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Management Discussion & Analysis (continued) 

 

 
Europe  
 
Mature floors 
The European market continues to be very difficult. The Paris location continues to be impacted by pricing pressures as a 
result of heightened competition. The Brussels operation has now stabilised. 
 
Mature floor revenue from ordinary activities decreased by 33% YOY to $12.76M for FY 2010. The Net Loss Before Tax on 
mature floors was $3.29M for FY 2010. The loss before tax includes impairment of goodwill for the Paris operation of $1.16M. 
 
Immature floors 
A new location was opened in London during December 2009. This location is performing to expectations. Immature floor 
losses for Europe were $0.99M for FY 2010. 
 
USA 
 
Two floors were opened in Chicago in the USA during H2 FY 2010. An additional 19 leases have been executed in this market 
and these floors are expected to open during H1 FY 2011. 
 
Immature floors 
Immature floor losses of $2.05M for FY 2010 include the set-up of the USA Head Office infrastructure and the cost of sourcing 
and executing leases for new locations. 
 
India Franchise 
 
The India property market collapsed in calendar year 2009 but is now starting to improve.  
 
 
FINANCIAL SUMMARY 
 
Translation of foreign currency results to Australian Dollars  
 
Revenue from ordinary activities was down 26% YOY to $168.84M for FY 2010. During FY 2010 the AUD appreciated strongly 
against all major currencies. The AUD increased by an average of 17% against the USD, 17% against the EUR and 8% 
against the JPY. The appreciation in the AUD over the period has had a negative impact on the AUD consolidated revenues 
and profit for FY 2010. When expressed in constant currency terms, revenue decreased by 19% YOY for FY 2010. 
 
NPBT for FY 2010 was $2.88M, down 94% compared to FY 2009. When expressed in constant currency terms, NPBT 
decreased by 97% in FY 2010 compared to FY 2009.  
 
On a positive note the strong AUD has enabled management to change AUD to foreign currency at rates more favourable than 
budget estimates for the purpose of purchasing capex. In addition, initial trading losses from new locations are translated 
favourably on consolidation. 
 
The results for FY 2010 include realised and unrealised foreign currency gains in the amount of $0.49M (FY 2009 gain: 
$3.87M). 
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Management Discussion & Analysis (continued) 
 

 
Cash Balance 
 
Cash balances were $131.95M at 30 June 2010 (30 June 2009: $83.96M). Of this balance, $10.92M has been pledged with 
banks as collateral for bank guarantees, leaving an unencumbered cash balance of $121.03M in the business as at 30 June 
2010 (30 June 2009: $71.49M). 

 
DIVIDEND 
 
The directors of Servcorp Limited have declared a fully franked final dividend of 5.00 cents per share bringing the total 
dividend to 10.00 cents per share in relation to the 2010 financial year. 
 
It is anticipated that dividends will be 10.00 cents per share in relation to the 2011 financial year. 
 
OUTLOOK 
 
FY 2011 will be a major construction period for the company. It is anticipated that FY 2012 will be a year of consolidation. 
 
We reaffirm our intention to open no less than 35 new floors in the eighteen months to 31 December 2010 and to have 100 
new floors open in the thirty-six months to 30 June 2013. Our initial guidance to have 29,000 Virtual Packages by 31 
December 2010 was contingent on having at least ten floors open in the USA by 30 June 2010. We now anticipate that we are 
several months behind this target. 
 
We expect global trading conditions to remain difficult in FY 2011 but are optimistic about the new business model. We 
forecast mature floor NPBT for FY 2011 of approximately $30 million, $13 million for H1 FY 2011 and $17 million for H2 FY 
2011. This forecast assumes currencies remain constant and global financial markets remain stable. 
 
Until they reach maturity, new floor openings will continue to have a material negative impact on group NPBT. Forecast 
immature floor losses will be approximately $15 million for FY 2011, significantly skewed towards the first half of FY 2011. 
 
 

Key: 
FY 2009 Year ended 30 June 2009 
FY 2010 Year ended 30 June 2010 
FY 2011 Year ended 30 June 2011 
YOY Year on Year 
NPBT Net Profit Before Tax 
NPAT Net Profit After Tax 
H1 First Half of Financial Year 
H2 Second Half of Financial Year 
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Consolidated

Note 2010

$’000

2009

$’000

Revenue 2 161,573 219,394

Other revenue and income 2 7,264 9,252

168,837 228,646

Service expenses (51,573) (58,886)

Marketing expenses (11,454) (12,342)

Occupancy expenses (82,590) (92,361)

Administrative expenses (19,021) (17,597)

Borrowing expenses (167) (185)

Other expenses (1,157) -

Total expenses (165,962) (181,371)

Profit before income tax expense 2,875 47,275

Income tax expense 5 (869) (13,178)

Profit for the year 2,006 34,097

Other comprehensive income

Deferred exchange differences arising from monetary items 

considered part of the investment in foreign operations (net 

of tax) 316 3,495

Exchange differences arising on translation of foreign 

operations (net of tax) (313) 2,913

Other comprehensive income for the period (net of 

tax) 3 6,408

Total comprehensive income for the period 2,009 40,505

Earnings per share

Basic earnings per share 8 $0.022 $0.427

Diluted earnings per share 8 $0.022 $0.427

The Statement of comprehensive income is to be read in conjunction with the notes to the Consolidated financial report.

Statement of comprehensive income
Servcorp Limited and its controlled entities
for the financial year ended 30 June 2010
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Consolidated

Note 2010

$’000

2009

$’000

Current assets

Cash and cash equivalents 9 131,948 83,958

Trade and other receivables 10 17,160 16,916

Other financial assets 12 1,008 1,555

Current tax assets 5 2,695 193

Other 11 8,347 6,528

Total current assets 161,158 109,150

Non-current assets

Other financial assets 12 31,105 26,021

Property, plant and equipment 13 56,639 47,261

Deferred tax assets 5 14,544 10,741

Goodwill 14 14,805 15,962

Total non-current assets 117,093 99,985

Total assets 278,251 209,135

Current liabilities

Trade and other payables 15 29,742 24,454

Other financial liabilities 16 20,015 19,466

Current tax liabilities 5 1,588 3,889

Provisions 18 5,883 5,894

Total current liabilities 57,228 53,703

Non-current liabilities

Trade and other payables 15 6,904 7,708

Other financial liabilities 16 169 843

Provisions 18 869 796

Deferred tax liabilities 5 471 794

Total non-current liabilities 8,413 10,141

Total liabilities 65,641 63,844

Net assets 212,610 145,291

Equity

Issued capital 19 154,149 76,118

Reserves (8,417) (8,467)

Retained earnings 66,878 77,640

Equity attributable to equity holders of the parent 212,610 145,291

Total equity 212,610 145,291

The Statement of financial position is to be read in conjunction with the notes to the Consolidated financial report.

Statement of financial position
Servcorp Limited and its controlled entities
as at 30 June 2010
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Consolidated Issued capital

$’000

Foreign 

currency 

translation 

reserve

$’000

Employee 

equity 

settled   

benefits 

reserve

$’000

Retained 

earnings

$’000

Total

$’000

Balance at 1 July 2008 80,948 (14,973) 29 61,648 127,652

Profit for the period - - - 34,097 34,097

Deferred exchange differences arising from 

monetary items considered part of the investment 

in foreign operations (net of tax)
- 3,495 - - 3,495

Translation of foreign operations (net of tax) - 2,913 - - 2,913

Total comprehensive income for the period - 6,408 - 34,097 40,505

Share based payment - - 69 - 69

Share buy-back (4,830) - - - (4,830)

Payment of dividends - - - (18,105) (18,105)

Balance at 30 June 2009 76,118 (8,565) 98 77,640 145,291

Balance at 1 July 2009 76,118 (8,565) 98 77,640 145,291

Profit for the period - - - 2,006 2,006

Deferred exchange differences arising from 

monetary items considered part of the investment 

in foreign operations (net of tax) - 316 - - 316

Translation of foreign operations (net of tax) - (313) - - (313)

Total comprehensive income for the period - 3 - 2,006 2,009

Share based payment - - 47 - 47

Issue of shares 79,894 - - - 79,894

Cost of capital raising (2,662) - - - (2,662)

Tax effect of capital raising 799 - - - 799

Payment of dividends - - - (12,768) (12,768)

Balance at 30 June 2010 154,149 (8,562) 145 66,878 212,610

The Statement of changes in equity is to be read in conjunction with the notes to the Consolidated financial report.

Statement of changes in equity
Servcorp Limited and its controlled entities
for the financial year ended 30 June 2010
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Consolidated

Note 2010

$’000

2009

$’000

Cash flows from operating activities

Receipts from customers 173,441 227,304

Payments to suppliers and employees (159,700) (175,004)

Dividends and royalties received 658 661

Income tax paid (9,140) (12,987)

Interest and other items of similar nature received 3,710 3,233

Interest and other costs of finance paid (171) (183)

Net operating cash flows 25(b) 8,798 43,024

Cash flows from investing activities

Payments for property, plant and equipment (25,200) (7,883)

Payments for lease deposits (6,467) (2,125)

Payments for licence fee - (1,068)

Proceeds from sale of property, plant and equipment 46 152

Proceeds from refund of lease deposits 3,405 2,925

Net investing cash flows (28,216) (7,999)

Cash flows from financing activities

Proceeds from issue of equity securities of the parent 79,894 -

Payments for share buy-back - (4,830)

Payments for share issue costs (2,662) -

Proceeds from borrowings - 122

Repayment of borrowings (119) (807)

Dividends paid (12,769) (18,105)

Net financing cash flows  64,344 (23,620)

Net increase in cash and cash equivalents 44,926 11,405

Cash and cash equivalents at the beginning of the 

financial year 83,726 73,449

Effects of exchange rate changes on the balance of cash and 

cash equivalents held in foreign currencies 2,679 (1,128)

Cash and cash equivalents at the end 

of the financial year  25(a) 131,331 83,726

The Statement of cash flows is to be read in conjunction with the notes to the Consolidated financial report.

Statement of cash flows 
Servcorp Limited and its controlled entities
for the financial year ended 30 June 2010
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Significant accounting policies1.	

Statement of compliance 

The financial report is a general purpose financial report which has been prepared in accordance with the Corporations Act 

2001, Accounting Standards and Interpretations, and complies with other requirements of the law. 

The financial report comprise the consolidated financial statements of the Group.

Accounting Standards include Australian equivalents to International Financial Reporting Standards (‘A-IFRS’). Compliance with 

A-IFRS ensures that the financial statements and notes of the Group comply with International Financial Reporting Standards 

(‘IFRS’).

The financial statements were authorised for issue by the directors on 26 August 2010.

Basis of preparation

The financial report has been prepared on the basis of historical cost, except for the revaluation of certain non-current assets 

and financial instruments. Cost is based on the fair values of the consideration given in exchange for assets. All amounts are 

presented in Australian dollars, unless otherwise noted.

The Company is a company of the kind referred to in ASIC Class Order 98/0100, dated 10 July 1998, and in accordance with 

that Class Order, amounts in the financial report are rounded off to the nearest thousand dollars, unless otherwise indicated.

Adoption of new and revised Accounting Standards

In the current year, the Group has adopted all of the new and revised Standards and Interpretations issued by the Australian 

Accounting Standards Board (AASB) that are relevant to its operations and effective for the current annual reporting period.  

Details of the impact of the adoption of these new accounting standards are set out in the individual accounting policy notes.  

At the date of authorisation of the financial report, the following Standards and Interpretations relevant to the Group were on 

issue but not yet effective:

AASB9 ‘Financial Instruments’ AASB2009-11 Amendments to Australian Accounting Standards arising from AASB9.  ▪▪

Effective for annual reporting periods beginning 1 January 2013.

The directors anticipate that the adoption of these Standards and Interpretations and any other Standards and Interpretations 

on issue but not yet effective in future periods will have no material financial impact on the financial statements of the 

Consolidated Entity. 

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Significant accounting policies (continued)1.	

The following significant accounting policies have been adopted in the preparation and presentation of the financial report:

Basis of consolidationa.	

The consolidated financial statements incorporate the financial statements of the Company and entities controlled by the 

Company (its subsidiaries). A list of subsidiaries appears in Note 23 to the financial statements. Consistent accounting policies 

are employed in the preparation and presentation of the consolidated financial statements.

On acquisition, the assets, liabilities and contingent liabilities of a subsidiary are measured at their fair values at the date 

of acquisition. Any excess in the cost of acquisition over the fair values of the identifiable net assets acquired is recognised 

as goodwill. If after reassessment, the fair values of the identifiable net assets acquired exceeds the cost of acquisition the 

difference is credited to the Statement of comprehensive income in the period of acquisition.

The consolidated financial statements include the information and results of each subsidiary from the date on which the 

Company obtains control, and until such time as the Company ceases to control an entity.

In preparing the consolidated financial statements, all intercompany balances and transactions, and unrealised profits arising 

within the Consolidated Entity are eliminated in full.

Minority interests in the net assets of consolidated subsidiaries are identified separately from the Group’s equity therein.

Goodwillb.	

Goodwill arising on acquisition is recognised as an asset and initially recognised at cost, representing the excess of the 

cost of acquisition over the net fair value of the identifiable assets, liabilities and contingent liabilities acquired. Goodwill is 

not amortised, but is tested for impairment at each reporting date and whenever there is an indication that goodwill may 

be impaired. Any impairment of goodwill is recognised immediately in the Statement of comprehensive income and is not 

subsequently reversed. 

For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash-generating units (CGUs), or groups 

of CGUs, expected to benefit from the synergies of the business combination. CGUs (or groups of CGUs) to which goodwill 

has been allocated are tested for impairment annually, or more frequently if events or changes in circumstances indicate that 

goodwill might be impaired.

If the recoverable amount of the CGU (or group of CGUs) is less than the carrying amount of the CGU, the impairment loss is 

allocated to reduce the carrying amount of any goodwill allocated to the CGU (or groups of CGUs) and then to the other assets 

of the CGUs pro-rata on the basis of the carrying amount of each asset in the CGU (or groups of CGUs).  An impairment loss 

for goodwill is immediately recognised in profit or loss and is not reversed in a subsequent period.  On disposal of an operation 

within a CGU, the attributable amount of goodwill is included in the determination of the profit or loss on disposal of the 

operation.

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Significant accounting policies (continued)1.	

Impairment of tangible and intangible assets excluding goodwillc.	

At each reporting date, the Consolidated Entity reviews the carrying values of its tangible and intangible assets,  to determine 

whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the 

recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where the asset 

does not generate cash flows that are independent from other assets, the Consolidated Entity estimates the recoverable amount 

of the cash generating unit to which the asset belongs.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for impairment at each 

reporting date and whenever there is an indication that the asset may be impaired. 

The recoverable amount is the higher of fair value, less costs to sell and value in use. In assessing the value in use, the 

estimated future cash flows are discounted to their present value by using a pre-tax discount rate, that reflects the time value 

of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or CGU) is estimated to be less than its carrying amount, the carrying amount of the 

asset (or CGU) is reduced to its recoverable amount. An impairment loss is recognised in the Statement of comprehensive 

income immediately, unless the relevant assets are carried at fair value, in which case the impairment loss is treated as a 

revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or CGU) is increased to the revised 

estimate of its recoverable amount, but only to the extent that the increased carrying amount does not exceed the carrying 

amount that would have been determined had no impairment loss been recognised for the asset (or CGU) in prior years. A 

reversal of the impairment loss is recognised in the Statement of comprehensive income immediately, unless the relevant asset 

is carried at fair value, in which case the reversal of the impairment loss is treated as a revaluation increase.

Revenue recognitiond.	

Sales revenue

Sales revenue comprises revenue earned net of the amount of consumption tax from the provision of services to entities 

outside the Consolidated Entity. Rental, telephone and services revenue is typically invoiced in advance and is recognised in the 

period in which the service is provided.

Other income / expensee.	

Interest income

Interest revenue is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate 

applicable.

Disposal of assets

The profit and loss on disposal of assets is brought to account when the significant risks and rewards of ownership passes to a 

party external to the Consolidated Entity.

Foreign currencyf.	

Transactions

Foreign currency transactions are translated to Australian currency at the rates of exchange ruling at the dates of the 

transactions. Amounts receivable and payable in foreign currencies at balance date are translated at the rates of exchange 

ruling on that date.

Foreign currency monetary items at reporting date are translated at the exchange rates existing at reporting date. Non-

monetary assets and liabilities carried at fair value that are denominated in foreign currencies are translated at the rates 

prevailing at the date when the fair value was determined.  Non-monetary items that are measured in terms of historical cost in 

a foreign currency are not re-translated.

Exchange differences are recognised in the profit and loss in the period in which they arise except exchange differences on 

monetary items receivable from or payable to a foreign operation for which settlement is neither planned or likely to occur, 

which form part of the net investment in a foreign operation. Such exchange differences are recognised in the foreign currency 

translation reserve and in the profit and loss on disposal of the net investment.

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Significant accounting policies (continued)1.	

f.	 Foreign currency (continued) 

Translation of controlled foreign entities

The individual financial statements of each group entity are presented in its functional currency being the currency of the 

primary economic environment in which the entity operates.  For the purpose of the consolidated financial statements, the 

results and financial position of each entity are expressed in Australian dollars, which is the functional currency of Servcorp 

Limited and the presentation currency for the consolidated financial statements.

The assets and liabilities of overseas operations are translated at the rates of exchange ruling at the Balance sheet date. 	

Income and expense items are translated at the average exchange rate for the period.  Exchange differences arising on 

translation are taken directly to the foreign currency translation reserve.

The balance of the foreign currency translation reserve relating to an overseas operation that is disposed of is recognised in the 

profit and loss in the period of disposal.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity on or after the date of transition to A-IFRS are 

treated as assets and liabilities of the foreign entity and translated at exchange rates prevailing at the reporting date. Goodwill 

arising on acquisitions before the date of transition to A-IFRS is treated as an Australian dollar denominated asset. 

Borrowing costsg.	

Borrowing costs include interest, amortisation of discounts or premiums relating to borrowings, amortisation of ancillary costs 

using the effective interest rate method in connection with the arrangement of borrowings.  Borrowing costs are expensed to 

the Statement of comprehensive income as incurred.

Taxation h.	

Current tax

Current tax is calculated by reference to the amount of income tax payable or recoverable in respect of the taxable profit or 

loss for the period. Income tax is calculated using tax rates and tax laws that have been enacted or substantively enacted by 

the reporting date. Current tax for current and prior periods is recognised as a liability or asset to the extent that it is unpaid or 

refundable.

Deferred tax

Deferred tax is accounted for using the comprehensive Balance sheet liability method in respect of temporary differences 

arising from differences between the carrying amount of assets and liabilities in the financial statements and the corresponding 

tax base of those items.

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are recognised to 

the extent that it is probable that sufficient taxable amounts will be available against which deductible temporary differences 

or unused tax losses and tax offsets can be utilised. However, deferred tax assets and liabilities are not recognised if the 

temporary differences giving rise to them arises from the initial recognition of assets and liabilities, other than as a result of a 

business combination, which affects neither taxable income nor accounting profit. Furthermore, a deferred tax liability is not 

recognised in relation to taxable temporary differences arising from goodwill.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries, branches 

and associates except where the Consolidated Entity is able to control the reversal of the temporary differences and it is 

probable that the temporary differences will not reverse in the foreseeable future. Deferred tax assets arising from deductible 

temporary differences associated with these investments are only recognised to the extent that it is probable that there will be 

sufficient taxable profits against which to utilise benefits of the temporary differences and they are expected to reverse in the 

foreseeable future. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period when the assets and 

liabilities giving rise to them are realised or settled, based on tax rates and tax laws that have been enacted or substantially 

enacted by the reporting date.

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Significant accounting policies (continued)1.	

h.	 Taxation (continued)

Deferred tax (continued)

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the manner 

in which the Consolidated Entity expects, at the reporting date, to recover or settle the carrying amount of its assets and 

liabilities.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation authority and the 

Consolidated Entity intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax for the period

Current and deferred tax is recognised as an expense or income in the Statement of comprehensive income, except when it 

relates to items credited or debited directly to equity, in which case the deferred tax is also recognised in equity.

Tax consolidation

The Company and all its wholly-owned Australian resident entities are part of a tax consolidated group under Australian 

taxation law. Servcorp Limited is the head entity in the tax consolidated group. Tax expense/ income, deferred tax liabilities 

and deferred tax assets arising from temporary differences of the members of the tax consolidated group are recognised in 

the separate financial statements of the members of the tax consolidated group using the ‘separate tax payer within group’ 

approach. Current tax liabilities and assets and deferred tax assets arising from unused tax losses and tax credits of the 

members of the tax consolidated group are recognised by the Company. Under this method, each entity is subject to tax as part 

of the tax consolidated group.

Due to the existence of a tax funding arrangement between entities in the tax consolidated group, amounts are recognised as 

payable to or receivable by the Company, and each member of the tax consolidated group in relation to the tax contribution 

amounts paid or payable between the parent entity, and the other members of the tax consolidated group in accordance with 

the arrangement. Where the tax contribution amount recognised by each member of the tax consolidated group for a particular 

period is different to the aggregate of the current tax liability or asset and any deferred tax asset arising from unused tax 

losses and tax credits in respect of that period, the difference is recognised as a contribution from (or distribution to) equity 

participants.

Goods and services tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except where the amount of 

GST incurred is not recoverable from the Australian Tax Office (ATO). In these circumstances the GST is recognised as part of 

the cost of acquisition of the asset or as part of an item of expense.

Receivables and payables are stated inclusive of GST.

The net amount of GST recoverable from or payable to the ATO is included as a current asset or liability in the Statement of 

financial position.

Cash flows are included in the Statement of cash flows on a gross basis. The GST components of cash flows arising from 

investing and financing activities which are recoverable from or payable to the ATO are classified as operating cash flows.

Receivablesi.	

Trade debtors to be settled within 30 days are carried at amounts due. The collectability of debts is assessed at balance date 

and a specific allowance is made for any doubtful amounts.

Derivative financial instrumentsj.	

The Consolidated Entity enters into derivative financial instruments to manage its exposure to fluctuations in foreign exchange 

rates. Further details of derivative financial instruments are disclosed in Note 20 to the financial statements.

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently 

remeasured to their fair value at each reporting date. The resulting gain or loss is recognised immediately in the Statement of 

comprehensive income.
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Significant accounting policies (continued)1.	

Share based paymentsk.	

Equity-settled share-based payments with employees are measured at the fair value of the equity instrument at the grant date.  

Fair value is measured by use of a binomial tree model.  The expected life used in the model has been adjusted, based on 

management’s best estimate for the effects of non-transferability, exercise restrictions, and behavioural considerations.  Further 

details on how the fair value of equity-settled share-based transactions has been determined can be found in Note 21.

The fair value determined at the grant date of the equity-settled share-based payments is expensed on a straight line basis 

over the vesting period, based on the Group’s estimate of equity instruments that will eventually vest.

At each reporting date, the Group revises its estimate of the number of equity instruments that are expected to vest.  The 

impact of the revision of the original estimates, if any, is recognised in profit or loss, with a corresponding adjustment to the 

equity-settled employee benefits reserve. 

Financial assetsl.	

Subsequent to initial recognition, investments in subsidiaries are measured at cost. 

Investments are recognised and derecognised on trade date where the purchase or sale of the investment is under a contract 

whose terms require delivery of the investment within the time-frame established by the market concerned, and are initially 

measured at fair value, plus transaction costs except for those financial assets classified as at fair value through profit or loss 

which are initially measured at fair value.

The classification of financial assets depends on the nature and purpose of the financial assets and is determined at the time of 

initial recognition. Other financial assets are classified into the following specified categories:

Financial assets at fair value through profit or loss

Financial assets are classified as financial assets at fair value through profit or loss where the financial asset:

has been acquired principally for the purpose of selling in the near future;▪▪

is part of an identified portfolio of financial investments that the Group manages together and has a recent actual 		 ▪▪

pattern of short-term profit taking; or

is a derivative that is not designated and effective as a hedging instrument.▪▪

Loans and receivables

Trade receivables, loans and other receivables that have fixed or determinable payments that are not quoted in an active 

market are classified as ‘Loans and receivables‘.  Loans and receivables are measured at amortised costs using the effective 

interest method less impairment.

Impairment of financial assets

Financial assets, other than those at fair value through profit or loss, are assessed for indicators of impairment at each balance 

sheet date.  Financial assets are impaired where there is objective evidence that as a result of one or more events that occurred 

after the initial recognition of the financial asset the estimated future cash flow of the investment have been impacted. Further 

details are disclosed in Note 14.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset and of allocating interest 

income over the relevant period.  The effective interest rate is the rate that will exactly discount estimated future cash receipts 

(including all fees paid or received that form an integral part of the effective interest rate, transaction costs and other premiums 

or discounts) through the expected life of the financial asset, or, where appropriate, a shorter period.

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Significant accounting policies (continued)1.	
	

Property, plant and equipmentm.	

Acquisition

Items of property, plant and equipment acquired are capitalised when it is probable that the future economic benefits 

associated with the item will flow to the entity and the cost can be measured reliably. Where these costs represent separate 

components of a complex asset, they are accounted for as separate assets and are separately depreciated over their useful 

lives.

Costs incurred on property, plant and equipment, which does not meet the criteria for capitalisation, are expensed as incurred.

Property, plant and equipment, leasehold improvements and equipment under finance lease are stated at cost less accumulated 

depreciation, less impairment losses. Cost includes expenditure that is directly attributable to the acquisition of the item. 

Depreciation

Items of property, plant and equipment, including buildings and leasehold property but excluding freehold land, are depreciated 

using the straight line method over their estimated useful lives. Leasehold improvements are depreciated over the remaining 

lease term or estimated useful life, whichever is the shorter, using the straight line method.

The estimated useful lives used for each class of asset are as follows:

Buildings			   40 years

Leasehold improvements	 Shorter of the useful life of the asset or the remaining lease term

Office furniture and fittings	 7.7 years

Office equipment		  3-4 years

Motor vehicles		  6.7 years

Depreciation rates and methods are reviewed annually and, where changed, are accounted for as a change in accounting 

estimate. Where depreciation rates or methods are changed, the net written down value of the asset is depreciated from the 

date of the change in accordance with the new depreciation rate or method.

Assets are depreciated from the date of acquisition or, in respect of internally constructed assets, from the time an asset is 

completed and held ready for use.

Leased assetsn.	

Finance leases

Leased plant and equipment

Leases of plant and equipment under which the Company or its controlled entities assume substantially all the risks and 

benefits of ownership are classified as finance leases. Other leases are classified as operating leases.

Lease payments are apportioned between finance charges and reduction of the lease obligation so as to achieve a constant rate 

of interest on the remaining balance of the liability.

Lease liabilities are reduced by repayments of principal. The interest components of the lease payments are charged to the 

Statement of comprehensive income. 

Operating leases

Operating lease payments are recognised as an expense on a straight line basis over the lease term, except where another 

systematic basis is more representative of the time pattern in which economic benefits from the leased asset are consumed.

Lease incentives

Floor rental is expensed in the accounting period on a straight line basis over the period of the lease term in accordance with 

lease agreements entered into with landlords. Where a rent free period or other lease incentives exist under the terms of a 

lease agreement, the aggregate rent payable over the lease term is calculated and a charge is made to the profit and loss on a 

straight line basis over the term of the lease. In the event that lease incentives are received to enter into operating leases, such 

incentives are recognised as a liability.

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Payableso.	

Liabilities are recognised for amounts payable in the future for goods or services received, whether or not billed to the 

Consolidated Entity. Trade accounts payable are normally settled within 60 days.

Borrowings costsp.	

Borrowings are recorded initially at fair value, net of transaction costs. Any difference between the initial recognised amount 

and the redemption value is recognised in the Statement of comprehensive income over the life of the borrowings using the 

effective interest rate method.

Provisionsq.	

Provisions are recognised when the Consolidated Entity has a present obligation (legal or constructive) as a result of a past 

event, the future sacrifice of economic benefits is probable, and the amount of the provision can be measured reliably.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, the 

receivable is recognised as an asset if it is virtually certain that recovery will be received and the amount of the receivable can 

be measured reliably.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at the 

reporting date, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured using 

the cash flows estimated to settle the present obligation, its carrying amount is the present value of those cash flows.

Make good costs

A provision is made for make good costs on leases that are expected to terminate where those make good costs can be reliably 

measured, and can be reasonably expected to occur.

Onerous contracts

An onerous contract is considered to exist where the Consolidated Entity has a contract under which the unavoidable cost of 

meeting the contractual obligations exceed the economic benefits estimated to be received. Present obligations arising under 

onerous contracts are recognised as a provision to the extent that the present obligation exceeds the economic benefits 

estimated to be received.

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Significant accounting policies (continued)1.	

Employee benefitsr.	

Wages, salaries and annual leave

The provisions for employee benefits in respect of wages, salaries and annual leave represents the amount which the 

Consolidated Entity has a present obligation to pay resulting from employees’ services provided up to the reporting date. 

Provisions made in respect of employee benefits expected to be settled within twelve months, are measured at their nominal 

values using the remuneration rate expected to apply at the time of settlement. 

Long service leave

The provision for employee benefits in respect of long service leave represents the present value of the estimated future cash 

outflows to be made by the Consolidated Entity resulting from employees’ services provided up to the reporting date. 

Provisions for employee benefits which are not expected to be settled within twelve months are discounted using the rates 

attaching to national government securities at the balance sheet date, which most closely match the terms of maturity of the 

related liabilities.

In determining the provision for employee benefits, consideration has been given to future increases in wage and salary rates, 

and the Consolidated Entity’s experience with staff departures. Related on-costs have also been included in the liability.

Executive share option scheme

Servcorp Limited has granted options to certain executives under the Executive Share Option Scheme. Further information is 

set out in Note 21 to the financial statements.

Defined contribution superannuation fund

The Company and other controlled entities contribute to defined contribution superannuation plans. Contributions are charged 

to the Statement of comprehensive income as they are made. Further information is set out in Note 21. Contributions to 

defined contribution superannuation plans are expensed as incurred.

Earnings per share (EPS)s.	

Basic earnings per share

Basic EPS is calculated by dividing the net profit attributable to members of the Consolidated Entity for the reporting period, by 

the weighted average number of ordinary shares of the Company.

Diluted earnings per share

Diluted EPS is calculated by adjusting the basic EPS earnings by the effect of conversion to ordinary shares of the associated 

dilutive potential ordinary shares. The notional earnings on the funds that would have been received by the entity had the 

potential ordinary shares been converted are not included.

The diluted EPS weighted average number of shares includes the number of shares assumed to be issued for no consideration 

in relation to dilutive potential ordinary shares, rather than the total number of dilutive potential ordinary shares.

The identification of dilutive potential ordinary shares is based on net profit or loss from continuing ordinary operations and is 

applied on a cumulative basis, taking into account the incremental earnings and incremental number of shares for each series 

of potential ordinary share.

Debt and equity instrumentst.	

Debt and equity instruments are classified as either liabilities or as equity in accordance with the substance of the contractual 

arrangement.
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Cash and cash equivalentsu.	

Cash comprises cash on hand and demand deposits.  Cash equivalents are short-term, highly liquid investments that are readily 

convertible to known amounts of cash, which are subject to an insignificant risk of changes in value and have a maturity of 

three months or less.

Critical accounting issuesv.	

In the application of the Group’s accounting policies, management is required to make judgments, estimates and assumptions 

about carrying values of assets and liabilities that are not readily apparent from other sources. The estimates and associated 

assumptions are based on historical experience and various other factors that are believed to be reasonable under the 

circumstances, the results of which form the basis of making the judgments. Actual results may differ from these estimates.

These estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 

recognised in the period in which the estimate is revised if the revision affects only that period or in the period of the revision 

and future periods if the revision affects both current and future periods.

The following are the critical judgments that management has made in the process of applying the Group’s accounting policies 

and that have the most significant effect on the amounts recognised in the financial statements:

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating units to which 

goodwill has been allocated. The value in use calculation requires the entity to estimate the future cash flows expected to arise 

from the cash-generating unit and a suitable discount rate in order to calculate present value. Further information on goodwill 

impairment is set out in Note 14.

Useful lives of property, plant and equipment

As described in Note 1(m), the Group reviews the estimated useful lives of property, plant and equipment at each reporting 

period.

Make good provisions

At each reporting date, management reviews leases that are expected to terminate to determine the present obligation in 

relation to floor closure costs including make good. 

Share options

As described in Note 21, management uses their judgment in selecting an appropriate valuation technique for share options. 

Valuation techniques commonly used by market practitioners are applied.  For share options, the Binomial Tree option valuation 

technique was applied.

Tax losses

Deferred tax assets for the carry forward of unused tax losses are recognised to the extent that it is probable that future 

taxable profits will be available against which the unused tax losses and unused tax credits can be utilised. This is assessed at 

each reporting date. Further information is set out in Note 5.

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Consolidated

2010

$’000

2009

$’000

a. Revenue

Revenue from continuing operations consisted of the following:

Revenue from the rendering of services 161,573 219,394

b. Other revenue and income

Interest income - bank deposits 4,502 3,199

Franchise fees 658 607

      Net foreign exchange gains (realised and unrealised) 486 3,870

      Other income 1,618 1,576

Total other income 7,264 9,252

c. Profit before income tax

Profit before income tax was arrived at after charging/(crediting) the following 

from/(to) continuing operations:

Borrowing expenses:

Interest on bank overdrafts and loans 167 185

Depreciation of leasehold improvements 8,329 7,468

Depreciation of property, plant and equipment 5,044 5,202

Amortisation of licence fee 112 -

Loss on disposal of property, plant and equipment 874 1,566

Change in fair value of financial assets classified as fair value through the profit 

and loss 1 (642)

Impairment of trade receivables arising from:

Third parties 658 782

Operating lease rental expense:

Minimum lease payments 67,865 76,237

Employee benefit expense:

Equity-settled share based payments 47 69

Profit from operations2.	
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Consolidated

 2010

$

2009

$

a. Auditor of the parent entity 

(Deloitte Touche Tohmatsu Australia (DTT))

Audit and review of financial reports 451,653 368,560

Other services - tax 163,000 177,600

Other services 56,825 22,223

671,478 568,383

b. Other auditors  

(DTT International Associates)

Audit and review of financial reports 536,032 548,437

Other services - tax 93,577 210,822

Other services 33,206 32,656

662,815 791,915

1,334,293 1,360,298

The auditor of Servcorp Limited is Deloitte Touche Tohmatsu.

Consolidated

2010

$’000

2009

$’000

Individually significant transactions included in profit from

ordinary activities before income tax expense:

Impairment of goodwill - France 1,157 -

Floor closure costs 1,977 4,617

3,134 4,617

Significant transactions3.	

Remuneration of auditors4.	



47

Servcorp Annual Report 2010

Consolidated

2010

$’000

2009

$’000

a. Income tax recognised in the profit and loss

Tax expense comprises: 

Current tax expense 4,551     11,728 

(Over)/under provision in prior years - current tax (136) 712

Under provision in prior years - deferred tax 35 1,324

Deferred tax income relating to the origination and reversal of temporary 

differences and previously unrecognised tax losses (3,581) (586)

Income tax expense 869 13,178

The prima facie income tax expense on pre-tax accounting profit from 

operations reconciles to the income tax expense 

in the financial statements as follows:

Profit before income tax expense 2,875 47,275

Income tax expense calculated at 30% 863 14,183

Deductible local taxes  (182) (149)

Effect of different tax rates of subsidiaries operating in other jurisdictions (1,638) (5,308)

Other non-deductible items 679 1,179

Tax losses of controlled entities recovered (40) (130)

Adjustment in deferred tax assets resulting from a change in accounting 

estimates - 1,321

Income tax (over)/under provision in prior years (101) 715

Unused tax losses and tax offsets not recognised as deferred tax assets 1,288 1,367

Income tax expense 869 13,178

The tax rate used in the above reconciliation is the Australian corporate tax rate of 30% (2009: 30%). 

b. Current tax assets and liabilities

Current tax assets

Tax refunds receivable 2,695 193

Current tax payables/(receivables)

Income tax attributable to: 

Parent entity (2,303) 2,376

Subsidiaries 3,891 1,513

1,588 3,889

Notes to Consolidated financial report
for the financial year ended 30 June 2010

Income taxes5.	
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Consolidated

2010

$’000

2009

$’000

c. Deferred tax balances 

Deferred tax assets comprise:

Tax losses - revenue 5,025 2,626

Temporary differences 9,519 8,115

14,544 10,741

Deferred tax liabilities comprise:

Temporary differences 471 794

Net deferred tax assets 14,073 9,947

The gross movement of the deferred tax accounts are as follows:

Balance at the beginning of the financial year 9,947 9,212

Movements in foreign exchange rates (210) 1,472

Statement of comprehensive income credit/(charge) 4,336 (737)

Balance at the end of the financial year 14,073 9,947

Deferred tax assets

Movements in temporary differences:

Accruals not currently deductible 1,305 (291)

Doubtful debts 61 80

Depreciable and amortisable assets 414 1,350

Tax losses 2,399 (398)

Foreign exchange 158 (1,285)

Other (318) 169

Deferred tax assets 4,019 (375)

Balance at the beginning of the financial year 10,741 9,685

Movements in foreign exchange rates (216) 1,431

Statement of comprehensive income credit/(charge) 4,019 (375)

Balance at the end of the financial year 14,544 10,741

Deferred tax liabilities

Movements in temporary differences:

Depreciable and amortisable assets (95) 178

Accruals and provisions not currently deductible 6 -

Other (228) 102

Deferred tax liabilities (317) 280

Balance at the beginning of the financial year 794 473

Movements in foreign exchange  (6) 41

Statement of comprehensive income (credit)/charge (317) 280

Balance at the end of the financial year 471 794

Notes to Consolidated financial report
for the financial year ended 30 June 2010

Income taxes (continued)5.	
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Consolidated

2010

$’000

2009

$’000

d. Unrecognised deferred tax balances 

The following deferred tax assets have not been brought to account as assets:

Temporary differences 15 -

Tax losses - capital 2,086 2,086

Tax losses - revenue 3,611 2,394

5,712 4,480

Tax losses carried forward

Deferred income tax assets are recognised for tax losses carried forward to the extent that the realisation of the related tax 

benefit through future taxable profits is probable. The Consolidated Entity recognised deferred income tax assets of $5,024,890 

(2009: $2,625,512) in respect to losses that can be carried forward against future taxable income.

Notes to Consolidated financial report
for the financial year ended 30 June 2010

Income taxes (continued)5.	
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Segment information6.	

The Group has adopted AASB 8 Operating Segments and AASB 2008-3 Amendments to Australian Accounting Standards arising 

from AASB 8 with effect from 1 July 2009. AASB 8 requires operating segments to be identified on the basis of internal reports 

about components of the Group that are regularly reviewed by the chief operating decision maker in order to allocate resources 

to the segment and to assess its performance. In contrast, the predecessor Standard (AASB 114 Segment Reporting) required 

an entity to identify two sets of segments (business and geographical), using a risks and rewards approach, with the entity’s 

‘system of internal financial reporting to key management personnel’ serving only as the starting point for the identification of 

the Group’s reportable segments.

Servcorp Serviced Offices are fully-managed, fully-furnished CBD office suites in a prime location, with a receptionist, meeting 

rooms, IT infrastructure and support services available. Servcorp Virtual Office provides the services, facilities and IT to 

business without the cost of a physical office.

In prior years, segment information reported externally was analysed on the basis of a primary and secondary segments. The 

primary segment was the geographic location of assets and the secondary segment was the provision of executive serviced and 

virtual offices and associated communications and secretarial services. 

The Group’s information reported to the Board of Directors is based on each segment manager directly responsible for the 

functioning of the operating segment. The segment manager has regular contact with members of the Board of Directors 

to discuss operating activities, forecasts and financial results. Segment managers are also responsible for disseminating 

management planning materials as directed by the Chief Operating Decision Maker. The segment manager motivates and 

rewards team members who meet/exceed sales targets. Seven reportable operating segments have been identified: Australia 

and New Zealand, Greater China, South East Asia, Japan, Europe, the Middle East and the United States of America which 

reflected the segment requirements under AASB 8. 

The Group’s reportable operating segments under AASB 8 are presented below. Amounts reported for the prior period have 

been restated to conform with the requirements of AASB 8. The accounting policies of the new reportable operating segments 

are the same as the Group’s accounting policies.

The following is an analysis of the Group’s revenue and results by reportable operating segment for the periods under audit:

Revenue Segment Profit/(Loss)

  30 June 
2010

$’000

30 June 
2009

$’000

  30 June 
2010

$’000

30 June 
2009

$’000

Continuing operations

Australia and New Zealand 46,578 51,913 10,143 11,843

Greater China 16,202 31,715 (2,434) 5,070

Southeast Asia 14,654 23,725 4,265 8,845

Japan 56,218 72,727 3,166 9,622

Europe 13,190 18,901 (4,279) 1,680

Middle East 14,770 21,195 (427) 8,666

USA 30 - (2,045) -

Other 912 617 (1,873) (4,192)

162,554 220,793 6,516 41,534

Finance costs - - (167) (185)

Interest revenue 4,502 3,199 4,502 3,199

Foreign exchange gains and losses 486 3,870 486 3,870

Unrecovered management fees - - (7,679) (1,064)

Franchise fees 658 607 658 607

Unallocated 637 177 (1,441) (686)

Profit before tax 2,875 47,275

Income tax expense (869) (13,178)

Consolidated segment revenue and profit for the period 168,837 228,646 2,006 34,097

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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6.     Segment information (continued)

The revenue reported above represents revenue generated from external customers. Intersegment sales were eliminated in full.

For the 12 months ended 30 June 2010, the Group’s Virtual Office revenue and Serviced Office revenue were $40,145,000 and 

$121,428,000, respectively (2009: $40,710,000 and $178,684,000, respectively).

AASB 8 was amended in May 2009 by AASB 2009-5 ‘Further Amendments to Australian Accounting Standards arising from the 

Annual Improvements Project’. The effect of this amendment is that the entities applying the revised standard are not required 

to disclose information regarding segment assets and liabilities where that information is not required to the chief operating 

decision maker. The directors resolved to early adopt the amendment in accordance with s.334(5) of the Corporations Act 2001.

The accounting policies of the reportable segments are the same as the Group’s accounting policies described in note 1.

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Dividends7.	

Dividends proposed (unrecognised) or paid (recognised) by the Company are:

Cents

per share

Total

amount

$’000

Date of

payment

Tax rate

for franking

credit

Percentage

franked

Recognised amounts

2009

Final	 Fully paid ordinary shares 7.50 6,035 2 Oct 2008 30% 100%

Special	 Fully paid ordinary shares 5.00 4,023 10 Dec 2008 30% 100%

Interim	 Fully paid ordinary shares 10.00 8,047 2 Apr 2009 30% 100%

2010

Final	 Fully paid ordinary shares 10.00 7,847 1 Oct 2009 30% 100%

Interim	 Fully paid ordinary shares 5.00 4,922 29 Mar 2010 30% 100%

Unrecognised amounts 

Since the end of the financial year, the directors have declared the following dividend:

Final	 Fully paid ordinary shares 5.00 4,922 6 Oct 2010 30% 100%

In determining the level of future dividends, the directors will seek to balance growth objectives and rewarding shareholders 

with income. This policy is subject to the cash flow requirements of the Company and its investment in new opportunities aimed 

at growing earnings. The directors cannot give any assurances concerning the extent of future dividends, or the franking of 

such dividends, as they are dependent on future profits, the financial and taxation position of the Company and the impact of 

taxation legislation.

2010

$’000

2009

$’000

Dividend franking account

30% franking credits available 4,284 8,465

Impact on franking account balance of dividends not recognised 2,109 3,363

The balance of the franking account has been adjusted for franking credits that will arise from the payment of income tax 

provided for in the financial statements, and for franking debits that will arise from the payment of dividends recognised as a 

liability at reporting date. 
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Cash and cash equivalents9.	

Consolidated

Note 2010

$’000

2009

$’000

Cash (i) 20 16,955 18,952

Bank short term deposits (ii) 114,993 65,006

131,948 83,958

Notes: 

Australia and France have $3,454,000 and $7,513,000, respectively, in cash which is encumbered.i.	

	Bank short term deposits mature within an average of 176 days (2009: 87 days). These deposits and the interest earning ii.	

portion of the cash balance earn interest at a weighted average rate of 5.85% (2009: 3.38%).

Consolidated

2010

$’000

2009

$’000

Earnings reconciliation:

Net profit 2,006 34,097

Earnings used in the calculation of basic and diluted EPS 2,006 34,097

No. No.

Weighted average number of ordinary shares used in the calculation of basic 

EPS 91,918,843 79,870,050

Weighted average number of ordinary shares used in the calculation of diluted 

EPS 91,918,843 79,870,050

Basic earnings per share $0.022 $0.427

Diluted earnings per share $0.022 $0.427

Options outstanding as at 30 June 2010 and 30 June 2009 were anti-dilutive.

Earnings per share8.	

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Aging of trade receivables past due but not 

impaired

1 - 30 days 14,346 15,067

31 - 60 days 1,013 853

60 + days 756 698

Total 16,115 16,618

In determining the recoverability of a trade receivable, the Group considers any change in the credit quality of the trade 

receivable from the date credit was initially granted up to the reporting date.  The concentration of credit risk is limited due 

to the customer base being large and unrelated.  Accordingly, the directors believe that there is no further credit provision 

required in excess of the allowance for doubtful debts.

Notes to Consolidated financial report
for the financial year ended 30 June 2010

Consolidated

2010

$’000

2009

$’000

Current

At amortised cost

Trade receivables (i) 16,115 16,618

Less: allowance for doubtful debts held for trading (575) (697)

Other debtors 1,620 995

17,160 16,916

Notes: 

	The average credit period on rendering of services is 7 days.  An allowance has been made for estimated 		 i.	

unrecoverable trade receivable amounts arising from the past rendering of services, determined by reference to 	

past default experience.  The Group has fully reviewed all receivables over 90 days.  Receivables are assessed for 	

impairment at each reporting date and where there is an indication of impairment, a provision is raised.

Trade and other receivables10.	
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Notes to Consolidated financial report
for the financial year ended 30 June 2010

Current

At amortised cost

Lease deposits 1,008 1,555

1,008 1,555

Non-current

At amortised cost

Lease deposits 29,898 24,881

Licence fees 1,131 1,067

Other 76 73

31,105 26,021

Other assets11.	

Other financial assets12.	

Consolidated

2010

$’000

2009

$’000

Current

Prepayments 6,733 5,676

Other 1,614 852

8,347 6,528
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Consolidated 

2010

$’000

2009

$’000

Current

Employee benefits (i) 5,211 5,234

Other 672 660

5,883 5,894

Non-current

Employee benefits 428 367

Other 441 429

869 796

Notes:

	The current provision for employee benefits includes $3,800,000 of annual leave and vested long service leave entitlements i.	

accrued but not expected to be taken within 12 months (2009: $3,314,000).

Notes to Consolidated financial report
for the financial year ended 30 June 2010

Provisions18.	



61

Servcorp Annual Report 2010

Consolidated

2010

$’000

2009

$’000

Fully paid ordinary shares 98,440,807

(2009: 78,467,310) 154,149 76,118

Movements in issued capital

Balance at the beginning of the financial year 76,118 80,948

Share buy-back (i) - (4,830)

Issue of shares (ii) 79,894 -

Cost of capital raising (2,662) -

Tax effect of capital raising 799 -

Balance at the end of the financial year 154,149 76,118

(i) Share buy-back

On 20 April 2009, Servcorp Limited completed the on market buy-back of 2,000,000 ordinary shares, representing 

approximately 2.5% of ordinary shares on issue at that date. These shares were subsequently cancelled.

(ii) Equity capital raising

Servcorp Limited completed an equity capital raising of $79,893,988 to fund global expansion. Capital raising costs amounted 

to $2,662,000 for the six months ended 31 December 2009. A total of 19,973,497 shares were issued.

The components of the capital raising were as follows:

Institutional component - during October 2009 $75,390,324 was raised from institutional investors following completion of the 

institutional offer including $51,360,420 under the institutional placement and $24,029,904 under the institutional entitlement 

offer.

Retail component - during November 2009, $4,503,664 was raised under the retail entitlement offer.

Notes to Consolidated financial report
for the financial year ended 30 June 2010

Issued capital19.	
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Financial instruments20.	

Servcorp’s Audit and Risk Committee oversees the establishment of the capital and financial risk management system which 

identifies, evaluates, classifies, monitors, qualifies and reports significant risks to the Servcorp Board.  All controlled entities in 

the Servcorp Group apply this risk management system to manage their own risks. 

Financial risk management objectivesa.	

The financial risks that result from Servcorp’s activities are credit risk and market risk (interest rate risk and foreign exchange 

risk). 

	

The Consolidated Entity’s corporate treasury function provides services to the business, co-ordinates access to domestic and 

international financial markets, and manages the financial risks relating to the operations of the Consolidated Entity.

The Consolidated Entity does not enter into or trade financial instruments for speculative purposes. The Consolidated Entity 

does not apply hedge accounting. The use of financial derivatives is governed by the Consolidated Entity’s policies approved by 

the Board of Directors.

The Consolidated Entity’s corporate treasury function reports to the Group’s Audit and Risk Committee, an independent body 

that monitors risks and policies implemented to mitigate risk exposures.

Capital managementb.	

Servcorp’s objective when managing capital is to ensure that entities within the Group will be able to continue as a going 

concern while maximising the return to stakeholders.

The Group’s overall strategy remains unchanged from 2009.  The capital structure of Servcorp consists of equity attributable to 

equity holders of the parent, company issued capital, reserves and retained earnings.

Servcorp operates globally, primarily through subsidiary companies established in the markets in which Servcorp operates.  

Operating cash flows are used to maintain and expand Servcorp, as well as to make routine outflows of tax and dividend 

payments.

Market riskc.	

Servcorp’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates.  The Group enters 

into forward foreign currency exchange contracts to economically hedge anticipated transactions.

Foreign exchange riski.	

Servcorp operates internationally and is exposed to foreign exchange risk arising from various currency exposures.

Servcorp’s foreign exchange risk arises primarily from:

borrowings denominated in Japanese JPY;▪▪

firm commitments of receipts and payments settled in foreign currencies or with prices dependent on foreign 			 ▪▪

currencies;

investments in foreign operations; and▪▪

loans and trading accounts to foreign operations.▪▪

Foreign currency assets and liabilities

Servcorp manages its foreign exchange risk for its assets and liabilities denominated in foreign currency by borrowing in the 

same functional currency of its investment to form a natural economic hedge.

For accounting purposes, net foreign operations are re-valued at the end of each reporting period with the movement 

reflected as a movement in the foreign currency translation reserve.  Borrowings and forward exchange contracts not forming 

part of the net investment in foreign operations are re-valued at the end of each reporting period with the fair value movement

reflected in the Statement of comprehensive income as exchange gains or losses. 

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Financial instruments (continued)20.	

Market risk (continued)c.	

	Foreign exchange risk (continued)i.	

Foreign currency sensitivity analysis

The following table summarises the material sensitivity of financial instruments held at balance date to movements in the 

exchange rate of the Australian dollar to foreign exchange rates, with all other variables held constant.  The sensitivity is based 

on reasonably possible changes, over a financial year, using the observed range of actual historical rates for the preceding 5 

year period.

Impact on profit Impact on equity

Consolidated Consolidated

2010

$’000

2009

$’000

2010

$’000

2009

$’000

Pre-tax gain/(loss)

AUD/USD (i) +10% (2009: +10%) 525 353 (80) (82)

AUD/USD (i) -10% (2009: -10%) (559) (433) 97 101

AUD/JPY +10% (2009: +11%)

AUD/JPY -10% (2009: -11%)

(23)

(57)

(9)

6

(1,126)

1,368

(1,136)

1,417

AUD/EUR +8% (2009: +5%)

AUD/EUR -8% (2009: -5%)

(3)

4

(264)

292

26

(31)

5

(5)

AUD/RMB +7% (2009: +7%)

AUD/RMB -7% (2009: -7%)

(139)

159

(449)

519

-

-

-

-

Notes:

Servcorp is exposed to Dirhams (Dubai), Dinars (Bahrain), Rials (Qatar) and Riyals (Saudi Arabia).  These currencies are i.	

pegged to the USD.

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Financial instruments (continued)20.	

Market risk (continued)c.	

Forward foreign currency exchange contracts

The following table sets out the details of forward foreign currency exchange contracts in place as at 30 June 2010. These are 

level 2 fair value measurements derived from quoted prices in active markets.

	

Average 

exchange rate

Foreign 

currency

Fair 

value

2010 2009 2010

million

2009

million

2010

$’000

2009

$’000

Outstanding contracts

Consolidated

Sell JPY 

Not later than one year

Later than one year and not later than 

five years

Sell USD

Not later than one year

74.29

66.46

0.83

76.89

-

-

200

50

2

500

-

-

(84)

(13)

(16)

(114)

-

-

 Interest rate riskii.	

Interest rate risk on cash or short term deposits is not considered to be a material risk due to the short term nature of these 

financial instruments. Risk is managed by maintaining an appropriate mix between fixed and floating rate for secured and 

unsecured debt.

The following table summarises the sensitivity of the financial instruments held at balance date, following a movement to 

interest rates, with all other variables held constant. The sensitivity is based on reasonably possible changes over a financial 

year, using the observed range of actual historical rates. 

Impact on profit

Consolidated

2010

$’000

2009

$’000

Pre tax gain/(loss)

AUD balances

125 basis point increase 1,484 820

125 basis point decrease (1,437) (810)

Other balances

250 basis point increase 92 51

250 basis point decrease (62) (40)

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Financial instruments (continued)20.	

Market risk (continued)c.	

Liquidity riskiii.	

Ultimate responsibility for liquidity risk management rests with the board of directors, who have built an appropriate liquidity 

risk management framework for the management of the Consolidated Entity’s short, medium and long-term funding. The 

Consolidated Entity manages liquidity risk by maintaining adequate reserves, banking facilities and borrowing facilities. 

The following table details the Consolidated Entity’s expected maturity for its financial assets. The table below was drawn up 

based on the undiscounted contractual maturities of the financial assets including interest that will be earned.

	

Less 

than 

1 month

$’000

1 to 3 

months

$’000

3 

months

to 

1 year

$’000

1 to 5 

years

$’000

5 + 

years

$’000

Total

$’000

Weighted  

average 

effective 

interest 

rate

%

Consolidated

2010

Non-interest bearing

Cash and cash equivalents 16,955 - - - - 16,955

Receivables 17,160 - - - - 17,160

Lease deposits 859 1,163 3,483 19,852 4,849 30,206

Forward foreign currency exchange 

contracts - - 5,100 752 - 5,852

Interest bearing

Cash and cash equivalents (i) 7,418 8,793 100,495 - - 116,706 5.85%

42,392 9,956 109,078 20,604 4,849 186,879

2009

Non-interest bearing

Cash and cash equivalents 18,952 - - - - 18,952

Receivables 16,916 - - - - 16,916

Lease deposits 1,109 4,189 9,115 9,610 2,295 26,318

Forward foreign currency exchange 

contracts - - 6,503 - - 6,503

Interest bearing

Cash and cash equivalents (i) 17,252 47,560 533 - - 65,345 3.38%

54,229 51,749 16,151 9,610 2,295 134,034

Notes to Consolidated financial report
for the financial year ended 30 June 2010

Notes:

	Fixed interest rate instruments.i.	
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Financial instruments (continued)20.	

Market risk (continued)c.	

Liquidity risk (continued)iii.	

The following table details the Consolidated Entity’s remaining contractual maturity for its financial liabilities. The table was 

based on the earliest date on which undiscounted cash flows of financial liabilities are contractually to be paid. The table 

includes both principal and interest cash flows.

Less 

than 

1 month

$’000

1-3 

months

$’000

3 

months

to 

1 year

$’000

1-5 

years

$’000

5+ 

years

$’000

Total

$’000

Weighted 

average 

effective

interest 

rate

%

Consolidated

2010

Non-interest bearing

Payables - 12,993 - - - 12,993

Security deposits (i) - - 17,975 - - 17,975

Forward foreign currency exchange 

contracts - - 5,190 775 - 5,965

Interest bearing

Finance lease 871 34 467 156 1 1,529 5.84%

Bank overdrafts and loans (ii) 526 - 2 89 - 617 1.79%

1,397 13,027 23,634 1,020 1 39,079

2009

Non-interest bearing

Payables 5 12,039 - - - 12,044

Security deposits (i) - - 18,411 - - 18,411

Forward foreign currency exchange 

contracts - - 6,617 - - 6,617

Interest bearing

Finance lease 116 33 454 756 - 1,359 5.84%

Bank overdrafts and loans (ii) 29 1 91 120 - 241 2.17%

150 12,073 25,573 876 - 38,672

Notes:

	Fixed interest rate instruments.i.	

	Variable interest rate instruments.ii.	

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Financial instruments (continued)20.	

Credit riskd.	

The maximum credit risk on financial assets, excluding investments, of the Consolidated Entity which have been recognised on 

the Statement of financial position, is the carrying amount, net of any allowances for losses.

Credit risk refers to the risk that the counterparty will default on its contractual obligations resulting in financial loss to the 

Consolidated Entity. The Group has adopted a policy of only dealing with creditworthy counterparties and obtaining sufficient 

collateral where appropriate, as a means of mitigating the risk of financial loss from defaults.

Trade receivables consist of a large number of customers, spread across diverse industries and geographical areas. Ongoing 

credit evaluation is performed on the financial condition of accounts receivable. The Group does not have any significant credit 

risk exposure to any single counterparty or any group of any counterparties having similar characteristics. Details of credit 

enhancements in the form of serviced office security deposits retained from customers are further disclosed in Note 16.

Fair value of financial instrumentse.	

The directors consider that the carrying amount of financial assets and financial liabilities approximate their fair value other 

than investment in subsidiaries.

Financial instruments are measured subsequent to initial recognition at fair value, grouped into levels 1 to 3 based on the 

degree to which fair value is observable:

Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical assets or ▪▪

liabilities.

Level 2 fair value measurements are those derived from inputs other than quoted prices included within Level 1 that are ▪▪

observable for the asset or liability, either directly (i.e as prices) or indirectly (i.e derived from prices).

Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability ▪▪

that are not based on observable market data (unobservable inputs).

I-City Malaysia - Incorporated JVf.	

Under the joint venture agreement, a subsidiary has a ‘call option’ giving it the right but not the obligation to require the 

minority holder to sell to it all of its subscription capital for the exercise price (as defined) and the minority holder has a ‘put 

option’ giving it the right but not the obligation to sell to a subsidiary its subscription capital for the exercise price. 

The exercise price cannot be less than $1 and is calculated as USD350,000 less the aggregate amount of dividends paid by the 

subsidiary to the minority holder prior to the commencement of the option exercise period. The option exercise period is defined 

as being between the period 1 July 2012 to 31 December 2012, provided USD350,000 in dividends has not been paid to the 

minority holder prior to the commencement of the option period (as the option ceases to exist once dividends to this value have 

been paid).

	

Further, a subsidiary has provided a bank guarantee to the minority holder with a face value of USD350,000 as security for the 

exercising of the put option noted above.

The consolidated entity has guaranteed the subscription capital paid by the minority shareholder and therefore has recorded a 

liability of USD350,000 as at 30 June 2010 in relation to the put option and guarantee. As such, no separate fair value has been 

attributed to the put option.

As the venture commenced in August 2007 and is an investment in a private company which is a start-up in nature, the fair 

value of the call option cannot be reliably measured as at 30 June 2010.

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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21. Employee benefits

Defined contribution fund

Contributions to defined contribution superannuation plans are expensed when employees have rendered services entitling 

them to the contributions. The Company’s controlled entities are legally obliged to contribute to employee nominated defined 

contribution superannuation plans.

 

Details of contributions to funds during the year ended 30 June 2010 are as follows:

	

Consolidated

2010

$’000

2009

$’000

Employer contributions 1,653 1,982

As at 30 June 2010, there were no outstanding employer contributions payable to other funds.

Options granted to employees

Share option scheme

Consolidated

2010

No.

2009

No.

Balance at the beginning of the financial year 140,000 160,000

Forfeited during the financial year - (260,000)

Granted during the financial year - 240,000

Balance at the end of the financial year 140,000 140,000

The Consolidated Entity has an ownership based remuneration scheme for key management personnel (including executive 

directors).

Each key management personnel’s share option converts into one ordinary share of Servcorp Limited when exercised.  No 

amounts are paid or payable by the recipient of the option.  The options carry neither rights to dividends or voting rights.  

Further details on option conditions are included later in this Note.

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Options granted to employees (continued)

Executive share options issued by Servcorp Limited

Balance at 

1/7/09

No.

Granted

No.

Forfeited

No.

Exercised

No.

Balance at 

30/06/10

No.

Vested and 

exercisable

No.

Net 

vested 

No.

T Wallace 30,000 - - - 30,000 - 30,000

O Vlietstra 40,000 - - - 40,000 - 40,000

S Martin 40,000 - - - 40,000 - 40,000

W Wu 30,000 - - - 30,000 - 30,000

140,000 - - - 140,000 - 140,000

	

Options granted during the financial year

Nil options were issued during the financial year ended 30 June 2010.

Options issued under the Executive Share Option Scheme carry no rights to dividends and have no voting rights.

Options exercised during the financial year

Nil (2009: Nil) options were exercised into ordinary shares in Servcorp Limited during the financial year ended 30 June 2010.

Options lapsed during the financial year

Nil (2009: 260,000) options were forfeited under the Executive Share Option Scheme during the financial year ended 30 June 

2010.

Notes to Consolidated financial report
for the financial year ended 30 June 2010

21. Employee benefits (continued)
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21. Employee benefits (continued)

Options granted to employees (continued)

Balance at the end of the financial year

Grant date Expiry date Vested Exercise price Number of options 

outstanding

2010 2009

22 February 2008 22 February 2013 Yes $4.60 140,000 140,000

140,000 140,000

The fair value of the services received is measured by the fair value of the equity instruments granted.

Nil options were granted during the financial year.  Options were valued using the Binomial Tree option pricing model.  Where 

relevant, the expected life used in the model has been adjusted based on management’s best estimate for the effects of non-

transferability, exercise restrictions and behavioural considerations.  Expected volatility is based on the historical market price of 

the Company’s share.

	

Inputs into the options model

Award type Options

Grant date 22/2/08

Expiry date 22/2/13

Share price at grant date $4.60

Exercise price $4.60

Expected life 3.5 years

Volatility 25%

Risk free interest rate 6.66%

Dividend yield 2.6%

	

Vesting Conditions

The options will vest in the proportions detailed in the following table:

EPS
performance 

Percentage of
options that

will vest
<10% 0%

>10% to <15%
50% to 100%
determined on
pro-rata basis

>15% 100%

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Notes to Consolidated financial report
for the financial year ended 30 June 2010

22. Commitments for expenditure

Consolidated

2010

$’000

2009

$’000

Capital expenditure commitments - property, plant and equipment

Contracted but not provided for and payable:

Not later than one year 16,251 1,096

Later than one year but not later than five years - -

Later than five years - -

16,251 1,096

Non-cancellable operating lease commitments

Future operating lease rentals not provided for in the financial statements and 

payable:

Not later than one year 78,396 50,713

Later than one year but not later than five years 194,570 108,398

Later than five years 68,350 28,715

341,316 187,826

The Consolidated Entity leases property under operating leases expiring from one to 14 years. Liabilities in respect of lease 

incentives are disclosed in Note 15 to the financial statements. 

Operating leases

Leasing arrangements

Operating leases have been entered into to operate serviced office floors. The average lease term is seven years with market 

review clauses and options to renew. The Consolidated Entity does not have an option to purchase the leased asset at the 

expiry of the lease period.

Finance lease liabilities

During the financial year ended 30 June 2009, the Group acquired $2,241,000 of equipment under a finance lease. This 

acquisition is reflected in the cash flow statement over the term of the finance lease via lease repayments.
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Minimum future lease 

payments

Present value of 

minimum future 

lease payments

Consolidated Consolidated

2010

$’000

2009

$’000

2010

$’000

2009

$’000

Not later than one year 1,380 735 1,380 699

Later than one year and not later than five years 149 760 149 731

Later than five years - - - -

Minimum lease payments (i) 1,529 1,495 1,529 1,430

Less future finance charges (67) (65) - -

Present value of minimum lease payments 1,462 1,430 1,529 1,430

Included in the financial statements as Note 16:

Current borrowings 1,373 702

Non current borrowings 156 728

1,529 1,430

Notes:

	Minimum future lease payments includes the aggregate of all lease payments and any guaranteed residual.i.	

22. Commitments for expenditure (continued)

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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23. Subsidiaries

Notes to Consolidated financial report
for the financial year ended 30 June 2010

Ownership interest

Name of entity Country of incorporation 2010

%

2009

%

Parent entity

Servcorp Limited (i) Australia

Controlled entities

Servcorp Australian Holdings Pty Ltd Australia 100 100

Servcorp Offshore Holdings Pty Ltd Australia 100 100

Servcorp Exchange Square Pty Ltd Australia 100 100

Servcorp (Miller Street) Pty Ltd Australia 100 100

Servcorp (North Ryde) Pty Ltd Australia 100 100

Servcorp Smart Office Pty Ltd Australia 100 100

Servcorp Smart Homes Pty Ltd Australia 100 100

Servcorp Business Service (Beijing) Pty Ltd Australia 100 100

Servcorp Virtual Pty Ltd Australia 100 100

Servcorp Holdings Pty Ltd  Australia 100 100

Servcorp Administration Pty Ltd Australia 100 100

Servcorp Adelaide Pty Ltd Australia 100 100

Servcorp Bridge Street Pty Ltd Australia 100 100

Servcorp Brisbane Pty Ltd Australia 100 100

Servcorp Castlereagh Street Pty Ltd Australia 100 100

Servcorp Chifley 25 Pty Ltd Australia 100 100

Servcorp Chifley 29 Pty Ltd Australia 100 100

Servcorp Communications Pty Ltd Australia 100 100

Servcorp IT Pty Ltd Australia 100 100

Servcorp Melbourne Virtual Pty Ltd Australia 100 100

Servcorp MLC Centre Pty Ltd Australia 100 100

Servcorp Melbourne 27 Pty Ltd Australia 100 100

Servcorp Sydney Virtual Pty Ltd Australia 100 100

Servcorp William Street Pty Ltd Australia 100 100

Servcorp Melbourne 50 Pty Ltd Australia 100 100

Servcorp Perth Pty Ltd Australia 100 100

Servcorp Brisbane Riverside Pty Ltd Australia 100 100

Servcorp Market Street Pty Ltd Australia 100 100

Office Squared Pty Ltd Australia 100 100

Servcorp WA Pty Ltd Australia 100 100

Servcorp Parramatta Pty Ltd (iii) Australia 100 100

Servcorp Sydney 56 Pty Ltd Australia 100 100

Servcorp Norwest Pty Ltd Australia 100 100

Servcorp Level 12 Pty Ltd Australia 100 100

Servcorp Western Australia Pty Ltd Australia 100 100

Office Squared (Nexus) Pty Ltd Australia 100 100

Servcorp SA 30 Pty Ltd Australia 100 100

Servcorp Gold Coast Pty Ltd Australia 100 100

Servcorp North Sydney 32 Pty Ltd Australia 100 100

Servcorp Docklands Pty Ltd Australia 100 -

Servcorp Sydney 22 Pty Ltd Australia 100 -

Servcorp Hobart Pty Ltd Australia 100 -

Beechreef (New Zealand) Limited New Zealand 100 100

Servcorp New Zealand Limited New Zealand 100 100

Company Headquarters Limited New Zealand 100 100

Servcorp Wellington Limited New Zealand 100 100

Servcorp Christchurch Limited New Zealand 100 -
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23. Subsidiaries (continued)

Ownership interest

Name of entity Country of 

incorporation 

2010

%

2009

%

Controlled entities (continued)

Servcorp Serviced Offices Pte Ltd Singapore 100 100

Servcorp Battery Road Pte Ltd Singapore 100 100

Servcorp Marina Pte Ltd Singapore 100 100

Servcorp Franchising Pte Ltd Singapore 100 100

Servcorp Singapore Holdings Pte Ltd Singapore 100 100

Office Squared Pte Ltd Singapore 100 100

Servcorp Hottdesk Singapore Pte Ltd Singapore 100 100

Servcorp Jeddah Pte Ltd (v) Singapore - 100

Servcorp Square Pte Ltd Singapore 100 100

Servcorp SR Pte. Ltd. Singapore 100 -

Servcorp Hong Kong Limited Hong Kong 100 100

Servcorp Communications Limited Hong Kong 100 100

Servcorp HK Central Limited Hong Kong 100 100

Servcorp Business Services (Shanghai) Co. Ltd China 100 100

Servcorp Business Service (Beijing) Co. Ltd China 100 100

Servcorp Business Service (Chengdu) Co. Ltd China 100 100

Servcorp Business Service (Sihui) Co. Ltd China 100 100

Office Squared Network Technology Services (Hangzhou) Co. Ltd China 100 100

Amalthea Nominees (Malaysia) Sdn Bhd Malaysia 100 100

Office Squared Malaysia Sdn Bhd Malaysia 100 100

I-Office2 Sdn Bhd Malaysia 65 65

Servcorp Thai Holdings Limited Thailand 100 100

Servcorp Company Limited Thailand 100 100

Headquarters Co. Limited Thailand 100 100

Servcorp Japan KK Japan 100 100

Servcorp Tokyo KK Japan 100 100

Servcorp Nippon International KK Japan 100 100

Servcorp Marunouchi KK (iv) Japan 100 100

Servcorp Ginza KK Japan 100 100

Servcorp Shinagawa KK Japan 100 100

Servcorp Nagoya KK Japan 100 100

Servcorp Fukuoka KK Japan 100 100

Servcorp Seoul LLC Korea 100 -

Servcorp Paris SARL France 100 100

Servcorp Edouard VII SARL France 100 100

Servcorp Brussels SPRL Belgium 100 100

Servcorp UK Limited United Kingdom 100 100

Servcorp LLC (ii) UAE 49 49

Servcorp Administration Services WLL (ii) UAE 49 49

Servcorp Business Centres Operation Limited Liability Partnership Turkey 100 -

Servcorp BFH WLL Bahrain 100 100

Servcorp Qatar LLC (ii) Qatar 49 49

Servcorp Aswad Company WLL (ii) Kuwait 49 -

Servcorp Phoenicia SAL Lebanon 100 -

Servcorp US Holdings, Inc. United States 100 100

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Name of entity Country of 

incorporation 

2010

%

2009

%

Servcorp America LLC United States 100 -

Servcorp Atlanta LLC United States 100 -

Servcorp Boston LLC United States 100 -

Servcorp New York LLC United States 100 -

Servcorp Washington LLC United States 100 -

Servcorp Philadelphia LLC United States 100 -

Servcorp Dallas LLC United States 100 -

Servcorp Houston LLC United States 100 -

Servcorp Los Angeles LLC United States 100 -

Servcorp Denver LLC United States 100 -

Servcorp Miami LLC United States 100 -

Servcorp San Francisco LLC United States 100 -

Notes:

	Servcorp Limited is the head entity within the Australian tax consolidated group.i.	

	A Company in the Consolidated Entity exercises control over Servcorp LLC, Servcorp Qatar LLC, Servcorp Aswad Company ii.	

WLL and Servcorp Administration Services WLL despite owning 49% of the issued capital. Arrangements are in place that 

entitle the Company or its controlled entities to all the benefits and risks of ownership notwithstanding that the majority 

shareholding may be vested in another party.

Servcorp Parramatta Pty Ltd changed its name from Servcorp Melbourne 36 Pty Ltd on 18 December 2009.iii.	

Servcorp Marunouchi KK changed its name from Management International KK on 29 September 2009. iv.	

Servcorp Jeddah Pte Ltd was incorporated on 24 September 2008 and subsequently deregistered on 7 August 2009.v.	

23. Subsidiaries (continued)
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Consideration

$’000

The Consolidated

Entity’s interest

%

Formations

2010

Servcorp America LLC

The entity was formed on 8 July 2009

Servcorp New York LLC

The entity was formed on 8 July 2009

Servcorp SR Pte. Ltd

The entity was formed on 14 July 2009

Servcorp Atlanta LLC

The entity was formed on 17 November 2009

Servcorp Washington LLC

The entity was formed on 17 November 2009

Servcorp Boston LLC

The entity was formed on 23 November 2009

Servcorp Docklands Pty Ltd

The entity was formed on 13 January 2010

Servcorp Philadelphia LLC

The entity was formed on 13 January 2010

Servcorp Sydney 22 Pty Ltd

The entity was formed on 14 January 2010

Servcorp Seoul LLC 

The entity was formed on 22 February 2010

Servcorp Dallas LLC

The entity was formed on 22 February 2010

Servcorp Houston LLC

The entity was formed on 22 February 2010

Servcorp Los Angeles LLC

The entity was formed on 14 April 2010

-

-

-

-

-

-

-

-

-

-

-

-

-

100

100

100

100

100

100

100

100

100

100

100

100

100

24. Formation/deregistration of controlled entities

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Consideration

$’000

The Consolidated

Entity’s interest

%

Formations (continued)

2010

Servcorp Denver LLC

The entity was formed on 14 April 2010

Servcorp Miami LLC

The entity was formed on 14 April 2010

Servcorp San Francisco LLC

The entity was formed on 14 April 2010

Servcorp Phoenicia SAL

The entity was formed on 21 April 2010

Servcorp Hobart Pty Ltd

The enitity was formed on 21 April 2010

Servcorp Aswad Company WLL

The entity was formed on 4 May 2010

Servcorp Business Centres Operation Limited Liability 

Partnership

The entity was formed on 14 May 2010

Servcorp Christchurch Limited

The entity was formed on 20 May 2010

-

-

-

-

-

-

-

-

100

100

100

100

100

49

100

100

24. Formation/deregistration of controlled entities (continued)



Financial Report

78

Notes to Consolidated financial report
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24. Formation/deregistration of controlled entities (continued)

Consideration

$’000

The Consolidated

Entity’s interest

%

Formation

2009

Servcorp Edouard VII SARL

The entity was formed on 2 July 2008

Servcorp North Sydney 32 Pty Ltd

The entity was formed on 9 July 2008

Office Squared Network Technology Services 

(Hangzhou) Co. Ltd

The entity was formed on 28 August 2008

Servcorp Jeddah Pte Ltd

The entity was formed on 24 September 2008

Servcorp Square Pte Ltd

The entity was formed on 9 October 2008

Servcorp Administration Services WLL

The entity was formed on 28 October 2008

Servcorp US Holdings, Inc.

The entity was formed on 14 May 2009 

Servcorp HK Central Limited

The entity was formed on 16 June 2009

Deregistration

2010

Servcorp Jeddah Pte Ltd

The entity was deregistered on 7 August 2009

Singapore

Deregistration

2009

Nil

-

-

-

-

-

-

-

-

Country of incorporation

100

100

100

100

100

49

100

100
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Consolidated

2010

$’000

2009

$’000

a. Reconciliation of cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents 

includes cash on hand and at bank, short-term deposits at call, net of 

outstanding bank overdrafts. Cash and cash equivalents at the end of the 

financial year as shown in the Cash flow statement are reconciled to the related 

items in the Statement of financial position as follows:

Cash 16,955 18,952

Short term deposits 114,993 65,006

Bank overdraft and bank loans (617) (232)

131,331 83,726

b. Reconciliation of profit for the period to net cash flows from operating 

activities

Profit after income tax 2,006 34,097

Add/(less) non-cash items:

Movements in provisions 232 (736)

Depreciation of non-current assets 12,625 13,018

Amortisation of licence fees 112 -

Goodwill impairment 1,157 -

Loss on disposal of non-current assets 874 1,566

(Decrease)/increase in current tax liability (4,723) 129

(Decrease)/increase in deferred tax balances (6,435) 541

Unrealised foreign exchange loss 874 60

Equity-settled share based payment 47 69

Changes in net assets and liabilities during the financial period:

Increase in prepayments and receivables (1,308) (1,427)

Decrease in trade debtors 214 2,204

(Increase)/decrease in current assets (1,801) 1,162

Increase/(decrease) in deferred income 190 (2,393)

(Decrease) in client security deposits (137) (1,823)

Increase/(decrease) in accounts payable 4,871 (3,443)

Net cash provided from operating activities 8,798 43,024

c. Non-cash financing and investing activities

During the financial year ended 30 June 2009, the Group acquired $2,241,000 of equipment under a finance lease. This 

acquisition will be reflected in the cash flow statement over the term of the finance lease via lease repayments.

	

Notes to Consolidated financial report
for the financial year ended 30 June 2010

25. Notes to statement of cash flows
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26. Related party disclosures

Other than the details disclosed in this note, no key management personnel have entered into any other material contracts 

with the Consolidated Entity or the Company during the financial year, and no material contracts involving directors’ interests or 

specified executives existed at balance sheet date. 

Key management personnel holdings of shares

Fully paid ordinary shares of Servcorp Limited

Balance at 

01/07/09 

No.

Received on 

exercise of 

options

No.

Net  

change

No.

Balance at 

30/06/10

No.

Specified directors

B Corlett 413,474 - - 413,474

R Holliday-Smith 250,000 - - 250,000

J King 96,400 - 8,765 105,165

A G Moufarrige (i) 48,502,935 - 1,287,161 49,790,096

T Moufarrige (i) 1,859,992 - 5,454 1,865,446

Specified executives

M Moufarrige (i) 1,928,842 - - 1,928,842

S Martin 27,000 - - 27,000

O Vlietstra 30,000 - - 30,000

L Lahdo 5,000 - - 5,000

T Wallace 10,000 - (10,000) -

L Gorman 11,000 - - 11,000

53,134,643 - 1,291,380 54,426,023

Notes:

T Moufarrige and M Moufarrige have a relevant interest in 1.8 million shares each in the Company. The total of 3.6 million i.	

shares is also included as a relevant interest of A G Moufarrige.

Key management personnel benefits

The aggregate compensation of the key management personnel of the Consolidated Entity, are as follows:

Consolidated

2010

$’000

2009

$’000

Salary and fees, bonus and non-monetary benefits 3,766 3,629

Post employment benefits - superannuation 166 209

Share based payment - equity options and shares 47 73

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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26. Related party disclosures (continued)

Loans to key management personnel

The following loan balances are in respect of loans made to key management personnel of the Group.  

Balance at  the 

beginning of  

financial year

$

Loan 

repayment

$

Interest 

charged/paid

$

Balance at the 

end of 

financial year

$

Number in 

group

2010 31,995 (32,000) 5 - 1

2009 34,739 (5,448) 2,704 31,995 1

Key management personnel are charged interest on loans provided by the Group at 8.05% p.a., which is comparable to the 

average commercial rate of interest.

	

Equity interests in subsidiaries

Details of the percentage of ordinary shares held in subsidiaries are disclosed in Note 23 to the financial statements.

Other transactions with the Company and its controlled entities

From time to time directors of the Company and its controlled entities, or their director related entities, may purchase goods 

from or provide services to the Consolidated Entity. These purchases or sales are on the same terms and conditions as those 

entered into by other employees, suppliers or customers of the Consolidated Entity and are trivial or domestic in nature.

The Consolidated Entity has a lease with Tekfon Pty Ltd for the use of Tekfon’s premises for storage. A director of the Company, 

Mr A G Moufarrige, has an interest in and is a director of Tekfon Pty Ltd.

 

Enideb Pty Ltd operates the Servcorp franchise in Canberra. A relative of a director of the Company, Mr A G Moufarrige, has an 

interest in Enideb Pty Ltd. Mr A G Moufarrige has no interest in the affairs of Enideb Pty Ltd.

Rumble Australia Pty Ltd provided consulting services for the development of proprietary software to a company in the 

Consolidated Entity on arms length terms. A director of the Company, Mr A G Moufarrige, has an interest in and is a director of 

Rumble Australia Pty Ltd.

A director of the Company, Mr A G Moufarrige, has an interest in and is a director of Sovori Pty Ltd. Mr T Moufarrige, a director 

of the Company, is also a director of Sovori Pty Ltd.

A director of the Company, Mr A G Moufarrige, has an interest in and is a director of MRC Biotech Pty Ltd. 

Aegis Partners Pty Ltd provided consulting services to Office Squared Pty Ltd.  Consulting fees of Nil (2009: $33,336) were paid 

on arms length terms.  A director of the Company, Mr R Holliday-Smith has an interest in and is a director of Aegis Partners Pty 

Ltd. 

The terms and conditions of the transactions with directors and their director related entities were no more favourable than 

those available, or which might reasonably be expected to be available, on similar transactions to non-director related entities 

on an arm’s length basis.

Notes to Consolidated financial report
for the financial year ended 30 June 2010
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Notes to Consolidated financial report
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26. Related party disclosures (continued)

Other transactions with the Company and its controlled entities (continued)

The value of the transactions during the year with directors and their director-related entities were as follows:

Consolidated

Director Director-related 

entity

Transaction 2010

$’000

2009

$’000

A G Moufarrige Tekfon Pty Ltd Premises rental 68 66

A G Moufarrige Enideb Pty Ltd Franchisee 677 966

A G Moufarrige Rumble Australia 

Pty Limited

Consulting 21 15

A G Moufarrige, 

T Moufarrige

Sovori Pty Ltd Reimbursements 76 24

A G Moufarrige MRC Biotech 

Pty Ltd

Reimbursements 202 370

R Holliday-Smith Aegis Partners Pty 

Ltd

Consulting - 33

Amounts receivable from and payable to directors and their director-related entities at balance sheet date arising from these 

transactions were as follows:

Current receivable

Enideb Pty Ltd 66 83

Current payable

Enideb Pty Ltd 11 -

Tekfon Pty Ltd 6 -
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27. Parent entity disclosures

Financial Position

The Company

2010

$’000

2009

$’000

Assets

Current assets 165,321 80,712

Non-current assets 19,817 29,590

185,138 110,302

Liabilities

Current liabilities 13,898 18,347

13,898 18,347

Equity

Issued capital 154,147 76,118

Retained earnings 16,947 15,739

Reserves

Equity settled employee benefits 146 98

171,240 91,955

Financial performance

Profit for the year 13,980 21,747

Total comprehensive income 13,980 21,747

As at 30 June 2010:

Servcorp Limited guaranteed Company Headquarters Limited (a subsidiary) as part of a New Zealand lease negotiated in i.	

2002;

On 4 February 2010 Servcorp Limited renewed a Corporate Guarantee and Indemnity with the Australian and New ii.	

Zealand Banking Group Limited, pursuant to which the bank agreed to make available to the Australian and New Zealand 

companies a $16,406,000 interchangable facility for general corporate purposes. The liability under the deed by and 

between the Australian and New Zealand companies is limited to $30,000,000. As at 30 June 2010 the fair value of the 

these committments was Nil (2009:Nil).

There were no contigent liabilities of the parent entity;iii.	

There were no commitments for the acquisition of property, plant and equipment by the parent entity.iv.	



Financial Report

84

Other than the matters noted below, there has not arisen in the interval between reporting date and the date of this Financial 

Report, any item, transaction or event of a material and unusual nature likely, in the opinion of the Directors of the Company, 

to affect significantly the operations of the Consolidated Entity, the results of those operations, or the state of affairs of the 

Consolidated Entity in future financial years.

Office Squared contract termination

On 17 August 2010 a company in the Office Squared group issued a contract termination notice as a result of a fundamental 

breach. As at the date of signing this report, negotiations are under way to settle approximately $1Million due to Office 

Squared. Management are confident that this amount will be recovered.

Dividend

On 26 August 2010 the directors declared a fully franked final dividend of 5.00 cents per share, payable on 6 October 2010. 

The financial effect of the above transactions have not been brought to account in the financial statements for the year ended 

30 June 2010.

Notes to Consolidated financial report
for the financial year ended 30 June 2010

28. Subsequent events








