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//Building on our strengths to meet today’s challenges ::  This year brought us 
unprecedented change and challenges due to the global economic landscape, 
but it also presented opportunities for SMS, and typically in these times, good 
companies become stronger. SMS continues to focus and strengthen on what  
it does best, which is to continue delivering for our clients outstanding results  
across their business and technology initiatives.



Your Company has delivered  

a solid result and dividend in 

what was a turbulent climate.

Dear shareholders, we are pleased to present  
the annual report for 2009. Your Company has 
performed well in a turbulent climate. Despite  
the effects of the global financial crisis, SMS has 
demonstrated the resilience of its business model.  
In a year which saw many companies in our sector 
contract and drastically reduce earnings, SMS 
delivered net profit after tax of $24.3m, only 2%  
below that of FY08.

This was achieved through prompt management 
action to respond to market conditions. In the  
first half we reduced recruitment to match client 
demand while sustaining a focussed sales effort to 
maintain high utilisation of our billable Consultants.

In the second half management implemented a 
number of overhead cost reduction measures while 
again continuing a high sales and marketing effort. 

Sales improved in the final quarter and in July  
2009 we ramped up recruitment of more talent  
in all locations to meet the growing demand.  
The swift and judicious action throughout the  
year has meant that the Company is well poised  
to grow more strongly as the market improves.

We have maintained the fully franked dividend  
of 25 cents per share, giving shareholders an  
excellent yield on their SMS investment. In addition,  
the business has generated healthy cash flow  
giving us a balance sheet with no debt and $26.5m  
in cash. In addition, we have a facility to access a 
further $25m in debt should a strategic opportunity 
arise which requires additional cash.

This consistent performance has been rewarded  
by the market with SMS being added to the S&P  
ASX 200 index.

In May 2009 we acquired Pelion Group Pty Ltd,  
a business specialising in business performance 
improvement using data management and business 
intelligence tools such as Cognos. 

Pelion also brings to SMS ‘ecoAnalytics’ a  
specialist solution used to monitor and report  
on climate change imperatives – environmental,  
social and regulatory. Pelion follows the acquisition  
of a number of other specialist practices which  
have helped SMS fill out our systems integration 
capabilities and thereby provide our clients with  
a more comprehensive range of services.

> 	 Revenue $230.6m

>	 EBITDA $33.2m

>	 Net Profit After Tax $24.3m

>	 Earnings per share  
	 36.7 cents

>	 Dividend per share  
	 25 cents

>	 Decisive action in response 	
	 to short term challenges

>	 Clear strategy for growth

:: 
1)   	 LAURENCE G COX  

2)   	 THOMAS STIANOS 

1)

2)

CHAIRMAN AND CEO MESSAGE
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Some of the major client projects expected  
to commence by late 2009 have been delayed  
and will not add to industry demand until late  
2010. These projects include the roll-out of the 
National Broadband Network, core banking  
system replacements and other significant  
IT infrastructure projects. 

There was a reduction in Federal Government  
projects during the year as the Government  
concluded the Gershon review and the Defence  
White paper, however activity in our Canberra 
business was recovering by July 2009.

Despite these delays, our existing clients  
continued to engage SMS and we have  
seen significant new projects with clients  
in the Resources, Utilities and State  
Government sectors. 

We have also seen the emergence of ‘mini’  
business transformation projects. As opposed  
to the larger, multi-year, hundred million dollar  
plus transformations, these mini projects are  
shorter, more focused and provide the foundation  
for considerable business enhancement without  
the need to invest in large scale transformation 
programs in uncertain times. These projects  
have played to SMS’s strengths in the market.

Our Financial Services, Telecommunications  
and Defence sectors remain strong and will  
be a mainstay of the Company going forward.  
These sectors are expected to be the source  
of fresh demand as major investments are 
commenced in late FY10 and FY11.

SMS delivered a number of innovative solutions  
to our clients including e-Health technology, 
e-learning and virtual classroom development,  
and the use of cloud computing technology to  
reduce IT costs and improve services. Some of  
these innovative solutions are described later  
in this report.

While some sectors experienced margin pressure 
during the year, the underlying skills shortage  
will limit the effect of this in the long term. 

Recognising the criticality of skills, SMS  
continues its initiatives to attract and retain  
the best people in the industry. We expect that  
demand will continue to recover over the next  
12 months and our business is performing well. 
We continue to generate sales in excess of our  
revenue run rate which means we are improving  
our work pipeline.

STRATEGIC VISION + DECISIVE ACTION

We have refreshed our five year strategy  
to take account of progress made on our  
previous targets and to respond to the  
latest business environment. 

The new strategy includes a short term  
response to ensure the Company is equipped 
to deal with short term challenges and long  
term objectives to ensure we retain a strategic  
vision and drive growth over the 2 to 5  
year period. 

We plan to acquire more specialist practices  
in areas where we have relied on partners  
or external capabilities. These acquisitions 
will further underpin our growth as one of  
Australia’s leading Systems Integration and  
Business Services companies.

This in turn will give our people the opportunity  
to grow, achieve a sense of fulfilment and in so  
doing, deliver solid returns to our shareholders.

Laurence G Cox   Chairman

Thomas Stianos   CEO

:: 
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	 June 2005	 June 2006	 June 2007 	 June 2008 	 June 2009 	 % change

Total revenue ($m) 	 109.4	 127.6	 175.6 	 237.9 	 230.6	 -3% 

Operating cash flow	 9.3	 16.2	 20.0 	 25.8 	 37.8  	 47%

(before interest and tax)  

($m) 		

EBITDA ($m) 	 10.2	 16.4	 26.1 	 35.1 	 33.2  	 -5%

Net profit after tax 	 7.5	 11.8	 18.0 	 24.8 	 24.3	 -2%

($m) 			 

Earnings per share 	 12c	 18.8c	 28.1c  	 38.2c  	 36.7c  	 -4%

Cash balance ($m) 	 17.0	 22.5	 19.9  	 16.5 	 26.5  	 61%

Net tangible assets 	 39c	 55c	 54c  	 66c	 71c	 8%

per share 			     	

Final dividend 	 6c	 10c	 13c 	 15c	 15c	 0%

(per share, fully franked) 	  	   	

Full year dividend 	 10c	 15c	 21c 	 25c  	 25c  	 0%

(per share, fully franked)
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//09:  Financial Statements
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46 DIRECTORS’ REPORT

Notes in relation to the table of directors’ and executive officers’ remuneration
(i) 	 The short-term cash incentive bonus is for performance during the 2009 financial year using the criteria set out on pages 41 to 42.

(ii) 	The fair value of performance rights granted under the 2006, 2007 and 2008 Executive Performance Rights Plans is calculated at the  
date of grant using a Monte Carlo Simulation and allocated to each reporting period evenly over the period from grant date to vesting  
date. The value disclosed above is the portion of the fair value of the performance rights allocated to this reporting period. In valuing 
performance rights at grant date, market conditions have been taken into account. Comparative information was not restated as  
market conditions were already included in the valuation. 

The following factors and assumptions were used in determining the fair value of rights on the grant date:

Grant  
date

Expiry  
date

Fair value 
per right

Exercise 
price

Price of 
shares on 
grant date

Estimated 
volatility

Risk free 
interest 

rate
Dividend 

yield

01 Jul 06 n/a $1.43 _ $3.05 37% 5.80% 4.80%

01 Jul 07 n/a $3.46 _ $5.80 33% 6.42% 5.15%

01 Jul 08 n/a $1.95 _ $3.60 37% 6.78% 3.80%

Each performance right entitles the holder to acquire one ordinary share in the Company. The 2006 performance 
rights are subject to specified performance criteria of at least 10% TSR (and 20% TSR to fully vest) p.a. and a 
performance period of three years ending on 1 July 2009. The 2007 and 2008 performance rights are subject  
to specified performance criteria of at least the 50th percentile TSR (and reaching the 75th TSR to fully vest) p.a. 
and a performance period of three years ending on 1 July 2010 and 1 July 2011. All performance rights expire  
on the termination of the employee’s employment. 

Analysis of bonuses included in remuneration
Details of the percentage of the available bonus that was expensed in the 2009 financial year to the five named 
Company executives and relevant Group executives, and the percentage that was forfeited because the person 
did not meet the performance criteria is set out below. Non-executive directors do not participate in the short-
term bonus scheme.

Short-term incentive

Included in 
remuneration  

$
Vested in  

year
Forfeited in  

year

Executives 
The Group

Thomas Stianos 229,357 62% 38%

Stephen Kelly 73,394 53% 47%

Graham Lanphier 55,046 27% 73%

Paula Johnston 66,371 41% 59%

Jason Young 251,954 72% 28%
	  

REMUNERATION REPORT – AUDITED (continued)

47

Performance rights over equity instruments granted as compensation 
Details on performance rights over ordinary shares in the Company that were granted as compensation  
and vested to each key management person during the reporting period are set out in the following table.

The performance rights were provided at no cost to the recipients and have a nil exercise price.

Granted 
during  
2009

Grant  
date

Vested 
during  
2009

Fair value 
per right at 
grant date

Expiry  
date

Executives 
The Group

Thomas Stianos 102,564 01 Jul 08 – $1.95 –

Stephen Kelly 30,769 01 Jul 08 – $1.95 –

Graham Lanphier 30,769 01 Jul 08 – $1.95 –

Paula Johnston 30,769 01 Jul 08 – $1.95 –

Jason Young 30,769 01 Jul 08 – $1.95 –

Granted 
during  
2008

Grant  
date

Vested 
during  
2009

Fair value 
per right at 
grant date

Expiry  
date

Executives 
The Group

Thomas Stianos 60,000 01 Jul 07 – $3.46 –

Stephen Kelly 20,000 01 Jul 07 – $3.46 –

Graham Lanphier 25,000 01 Jul 07 – $3.46 –

Paula Johnston 20,000 01 Jul 07 – $3.46 –

Jason Young 20,000 01 Jul 07 – $3.46 –
	

REMUNERATION REPORT – AUDITED (continued)
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102 INDEPENDENT AUDITOR’S REPORT 103

INDEPENDENT AUDITOR’S REPORT (continued)
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:: 105104 SHAREHOLDER INFORMATION

DISTRIBUTION OF HOLDINGS

Range	 No of Shares	 % of Issued Capital	 No of Holders

1 to 1,000	 1,996,841	 3.01	 3,881
1,001 to 5,000	 6,121,265	 9.22	 2,470
5,001 to 10,000	 4,162,974	 6.27	 554
10,001 to 100,000	 10,206,909	 15.37	 409
100,001 and Over	 43,906,976	 66.13	 42

Total	 66,394,965	 100.00	 7,356

Of these, 428 shareholders held less than a marketable parcel of $500 worth of shares (118 shares). In accordance with  
ASX Listing Rules, the last sale price of the Company’s shares on the ASX on 18 August 2009 was used to determine the  
number of shares in a marketable parcel. 

TWENTY LARGEST SHAREHOLDERS 

Rank 	 Name of Shareholder		  Total Units	 % of Issued Capital

1		  JP Morgan Nominees Australia Limited 		  9,618,255	 14.49%
2		  National Nominees Limited 		  8,615,247	 12.98%
3		  HSBC Custody Nominees (Australia) Limited 		  5,088,014	 7.66%
4		  ANZ Nominees Limited 		  4,441,760	 6.69%
5		  Citicorp Nominees Pty Limited 		  2,157,033	 3.25%
6		  Cogent Nominees Pty Limited 		  1,432,464	 2.16%
7		  Larison Pty Ltd 		  1,406,502	 2.12%
8		  Glennfield Pty Ltd 		  1,246,891	 1.88%
9		  Queensland Investment Corporation 		  1,187,739	 1.79%
10		 Citicorp Nominees Pty Limited		  1,012,510	 1.52%
11		 Citicorp NomiNees Pty Limited		  778,319	 1.17%
12		 Pacific Custodians Pty Limited 		  684,284	 1.03%
13		 Pacific Custodians Pty Limited 		  455,200	 0.69%
14		 MF Custodians Ltd 		  402,400	 0.61%
15		 ANZ Nominees Limited 		  389,525	 0.59%
16		 Citicorp Nominees Pty Limited		  355,840	 0.54%
17		 Citicorp Nominees Pty Limited		  321,848	 0.48%
18		 AMP Life Limited 		  318,247	 0.48%
19		 Mr Michael Phillip Thompson & Mrs Tracie Jane Thompson 	 301,312	 0.45%
20		 RBC Dexia Investor Services Australia Nominees Pty Ltd		  269,880	 0.41%

Total		  40,483,270	 60.97% 
Balance of Register		  25,911,695	 39.03% 
Grand Total		  66,394,965	 100.00%

SUBSTANTIAL SHAREHOLDERS 			 

SMS has been notified of the following substantial shareholdings			 

Holder	 No of Ordinary Shares	 % of issued ordinary share capital*

BT Investment Management	 4,665,910	 7.07% 
Commonwealth Bank	 3,973,083	 5.98% 
Invesco Australia	 3,348,265	 5.04%

*percentages are disclosed in substantial holding notices given to SMS Management & Technology Limited

ESCROW SHARES			 

There are 97,775 ordinary shares in voluntary escrow until 18 May 2011.

Directors								      
Laurence G Cox Chairman 
Thomas Stianos Chief Executive Officer 
Bruce Thompson 
Nicole Birrell 
Kerry Smith

Company Secretaries		   
Stephen Kelly								      
Sarah Turner			   					   

Notice of Annual General Meeting							        
The Annual General Meeting of SMS Management & Technology Limited  
will be held at the KPMG Theatrette, 147 Collins Street, Melbourne,  
Victoria 3000 at 10:00am Tuesday 20 October 2009.			 

Registered Office								     
Level 41, 140 William Street, Melbourne, Victoria 3000					      
Telephone 1300 842 767  
Facsimile 1300 329 767								         
Email investors@smsmt.com	 					   

Share Register								      
Link Market Services Limited							        
Level 12, 680 George Street, Sydney, NSW 2000					      
Locked Bag A14, Sydney South, NSW 1235						       
Telephone (within Australia) 1300 554 474						       
Telephone (outside Australia) +61 2 8280 7111					      
Facsimile +61 2 9287 0303		  				  

Auditor								      
KPMG								      
147 Collins Street, Melbourne, Victoria 3000					   

Stock Exchange	 							     
SMS Management & Technology Limited shares are quoted  
on the Australian Securities Exchange (ASX code: SMX)		

Website Address	 							     
www.smsmt.com								     

CORPORATE INFORMATION




