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Dear Shareholders

The fi nancial year ended 30 June 2008 has seen the company achieve fi nancial results well above the initial budget 
estimates for year 2007/2008 through a combination of organic growth and the acquisition of complementary 
businesses.

With the recent acquisition of Barry Bros. Specialised Services Pty Ltd (Barry Bros.) and opening of the new waste 
management facilities in Sydney and Karratha, the company can now offer a full range of waste management, 
environmental and industrial services in every major geographic location in Australia.  

I believe the opportunities for the company moving forward are very exciting as the Company expands its waste 
management and industrial services nationally.  

Tox Free Solutions Limited (Tox Free) could not have achieved these results without the tremendous effort and 
contribution from management and staff and on behalf of the Board and shareholders I would offer our sincere thanks.  
I would also like to thank our shareholders for their continued support throughout the year

Douglas Wood

Chairperson

Chairman’s report
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Financial year 2008 was another exciting year in Tox Free’s development.  The Company achieved an increase in 
revenue of 67% to $33,600,000 and an increase in earnings (EBITDA) of 56% to $14,050,000.  Underlying organic 
growth increased by 25% from FY07, excluding contribution from new acquisitions made during the year.  

Through a combination of strategic acquisition, geographic expansion of our services and improved operational 
effi ciencies the company is in a robust position as it continues to develop its strategy of becoming Australia’s leading 
waste management and industrial service provider.

With the acquisition of Barry Bros. in July 2008, Tox Free has 23 operations nationally each providing complementary 
services to the wider group.

FY08 key achievements 
Brisbane liquid waste facility
The acquisition of AGR liquid waste business in October 2007 provided Tox Free its fi rst entry into the eastern states 
of Australia.  It also provided Tox Free access to patented technology to treat acid and caustic wastes through the 
manufacture of a Sodic Soil Amendment Agent.  The material alleviates the effect of sodicity on salt effected land 
improving its productivity and carrying capacity.  The technology has potential to be rolled out throughout Australia.

Pilbara integrated waste management facility and acquisition of Karratha Mini Skips
The development of Tox Free’s fi rst fully integrated waste management facility in Karratha is in the fi nal stages of 
completion.  After unexpected delays in planning approvals, the Minister for Planning and Infrastructure has now 
issued the development approvals for the site.  Environmental approvals have also been granted by the Department of 
Environment and Conservation. The fi nal stage of plant and equipment installation is occurring with the facility expected 
to be fully operational by the end of October 2008.

The acquisition of Karratha Mini Skips (KMS) in January 2008 signifi cantly complements Tox Free’s Karratha facility. 
KMS is an established solid waste business servicing the Pilbara region. Since acquiring KMS, Tox Free has expanded 
the solid waste services offered in the region through the addition of solid waste collection bins and a front-lift collection 
service.

Tox Free’s Karratha facility will offer a full complement of waste management and industrial services including solid 
waste management and recycling, liquid and hazardous waste treatment as well as onsite industrial services to the 
mining and oil and gas industry in the region.  

Barry Bros. Specialised Services (Barry Bros.)
Barry Bros. is one of the largest industrial service companies in Australia having ten operations strategically located 
throughout the eastern states.  Their services include; maintenance of underground assets, high pressure cleaning, 
concrete demolition, waste water recycling and reclamation, vacuum loading and waste management.  Their operations 
are located at:

 Queensland – Brisbane, Rockhampton and Gold Coast

 New South Wales – Sydney and Gosford 

 Victoria – Mt Waverley, Mulgrave, Altona and Albury/Wodonga

 South Australia – Adelaide

Barry Bros. provides Tox Free with immediate scale throughout the eastern states of Australia on which the company 
can expand its industrial services and waste treatment business.  Tox Free expect immediate synergy to be gained 
through the offering of industrial waste treatment services to Barry Bros.’ client base.  Further synergy will be gained 
through the use of Barry Bros.’ expertise to expand Tox Free’s industrial services on the west coast of Australia.

The combined services of Tox Free and Barry Bros. will provide a base to create one of Australia’s leading industrial 
services and waste management companies. See over the page for a map of the combined locations.

Operational report
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Tox Free and Barry Bros.

Operational report continued...
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Tox Free New South Wales
In August 2008 Tox Free opened its fi rst Sydney based hazardous waste management facility.

The facility is licensed to manage a broad range of hazardous and industrial waste produced by industry, government 
and the commercial sector.  The site will complement the industrial services offered by Barry Bros in NSW and enable 
Barry Bros to offer integrated industrial and waste management services to the manufacturing and industrial sector.  

The strategic location of the facility, combined with its exceptional license offers the advantages of competitive transport 
infrastructure and the ability to manage a broad range of waste streams.  The NSW management team has considerable 
experience in industrial waste management on the eastern seaboard. Tox Free expects the NSW facility to quickly 
develop as a leading hazardous waste management provider on the east coast.

Operations
Kwinana
Kwinana achieved its best fi nancial result since its inception in 2001.  The site exceeded budget expectations mainly 
through better than expected volumes of liquid and hazardous waste being processed.  The facility is now widely 
known for its technical waste treatment expertise and is one of the leading waste treatment facilities in Australia.  The 
site has a number of new long term clients which has improved the recurring revenues at the site.  

Revenue from contaminated soil remediation was disappointing and below budget expectations.  With a lower level of 
property development in Australia there has been fewer contaminated sites being developed, and therefore less soil for 
treatment.  The TDU remains a swing factor for the site and the award of a large contaminated soil remediation project 
will see a positive impact to the fi nancial results at Kwinana.

Further growth and margin improvement in FY09 is expected through an upgrade of the liquid waste treatment plant 
and site improvements to improve stormwater management.

Henderson Marine Services
The marine services division based in Henderson performed strongly during fi nancial year 2008 as the division continues 
to build its presence in the marine sector in the defence, commercial shipping and oil and gas sectors.

There is an increasing amount of marine activity in Henderson as the State Government funded Australian Marine 
Complex nears completion.  The completion of the new fl oating dock should also see further servicing of boats in the 
Henderson area.  Tox Free is well placed to build on its position in these areas and continue with the growth already 
achieved.

Kalgoorlie
Tox Free / GrimeFighters Fluidclean provide industrial cleaning and maintenance services to the mining sector in the 
Goldfi elds region of WA.  Services include tank cleaning and degassing, vacuum loading, waste management and high 
pressure water jetting.  

The addition of new equipment in the second half of 2008 resulted in an improvement in fi nancial performance.  With 
the addition of Barry Bros expertise throughout the group and further equipment planned for 2009 Tox Free expects 
the division to continue to perform strongly.

Port Hedland
Demand for Port Hedland services continues at an all time high with the company sourcing work throughout Australia.  
The facility achieved above forecast results for FY08 mainly through increasing volumes of waste in the region and 
improvements in the identifi cation and pre-assessment of waste prior to processing.  

Further effi ciencies are expected in FY09 through the improvement in the pre-treatment of waste prior to incineration, 
expansion of industrial services in the region and a new recycling facility for industrial wastes such as fi lters, fl orescent 
tubes and empty containers.
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The planned upgrade of the incinerator gas handling system has not been completed as expected.  Following 
commissioning in August 2007, the system is not performing to the specifi cations provided by the engineering 
consultant.  Tox Free is continuing to work with the engineers to rectify this issue and has appointed an independent 
expert to review the design in order to facilitate further progress on this project.  

Whilst the board is extremely frustrated with this outcome there is strong demand for the incinerators services and the 
site continues to exceed its forecast even without contribution from the proposed upgrade.  The board is expecting 
signifi cant growth in the Pilbara region and strong contribution from Port Hedland for 2009 and beyond.

Kimberley Waste Services
Since acquiring Kimberley Waste Services on 1 April 2007, Tox Free has expanded the solid waste collection fl eet and 
number of collection bins throughout the region.  Revenue met budget forecasts however profi t margins were slightly 
eroded due to higher than expected costs in fuel and labour.

Growth in the region is continuing through an increase in population, tourism, hospitality, and expansion of the mining 
and oil and gas industry.

The Browse Basin, offshore from Broome, is a signifi cant LNG reserve and the region is earmarked to be the third LNG 
hub of Australia.  There is expected to be a number of LNG facilities in the region in the coming years.  Whilst the market 
is relative immature, Tox Free is well placed to service this region as the market expands in coming years. 

Growth outlook
Financial year 2009 is expected to be a signifi cant milestone in the Company’s development.  There is high demand for 
Tox Free’s services nationally and the company expects earnings to remain strong throughout its existing operations.  

With full year contribution from recent acquisitions and new start up operations including:

 Barry Bros. (acquired 1 July 2008)

 AGR Liquid Waste in Brisbane (acquired 1 October 2007) 

 Karratha Mini Skips (acquired 15 January 2008)

 Opening of the new Pilbara Integrated Waste Management Facility

 New Sydney hazardous waste management facility

Tox Free is well placed to exceed the earnings growth achieved in FY08.

The company continues to focus its business plan on the Industrial Waste Management and Industrial Services sector 
and continues to explore further complementary acquisitions that will contribute to Tox Free’s fi nancial position and 
cement Tox Free’s position as a leader in the management of hazardous and industrial waste in Australia.  

Investment in personnel, systems and resources is occurring in order for the company to manage the opportunities 
being presented.

Operational report continued...
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The directors present their report together with the fi nancial report of Tox Free Solutions Limited (the Company) and of the 
Group, being the Company and its subsidiaries, for the fi nancial year ended 30 June 2008 and the auditor’s report thereon.
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Directors
The directors of the Company at any time during or since the end of the fi nancial year are:

Mr. Douglas Wood

Chairperson (appointed March 2008)
Independent Non-Executive Director (appointed March 2008)

Douglas (Doug) Wood, aged 64, is a Chartered Accountant and a Fellow of the Taxation Institute of Australia. Doug has 
over 40 years’ experience in the accounting and taxation profession and has been actively involved in the management 
of public companies for a number of years, fulfi lling the roles of chairperson and managing director.

Doug has held director positions in the following public companies during the past 3 years:

 AFT Corporation Ltd

 Aqua Carotene Ltd

 Ellendale Resources NL

 XState Resources Ltd

Doug has been a director and chairperson since March 2008.

Mr. Ian Burton

Chairperson (resigned March 2008)
Independent Non-Executive Director (resigned March 2008)

Ian Burton, aged 67, has over 32 years experience in many facets of mining and business activities, during which time 
he has held many directorships of publicly listed companies.

Ian has been a director since 2003 and resigned in March 2008.

Mr. Stephen Gostlow

Managing Director

Stephen (Steve) Gostlow, aged 35, is a qualifi ed Environmental Scientist with a background specifi cally focusing on 
waste management, health, safety and environment (HSE) compliance, dangerous goods and hazardous waste handling 
and treatment.

Steve initially gained waste management experience in the mining sector before joining the State Government Environmental 
Protection Authority (EPA). He completed 4 years with the EPA in the licensing and waste management divisions gaining 
valuable experience in regulatory compliance before joining the Group as a Compliance Manager in April 2002. He was 
appointed North West regional manager in December 2002 and State Manager in December 2003.

Steve does not hold, or has held during the past 3 years, any other directorships in other public companies. 

Steve has been a director since 2005.

Mr. Michael Humphris, CA

Independent Non-Executive Director

Michael Humphris, aged 58, is a Chartered Accountant (CA) with over 30 years experience in the areas of business 
advice, corporate recovery and dispute resolution. He has extensive experience in business reconstructions, enhancing 
value for shareholders, divestments, mergers and acquisitions.

Michael is currently a director of the following public companies:

 Virax Holdings Ltd

 Murray Irrigation Ltd

Michael has been a director since 1998 and a member of the Audit Committee.

Directors’ report continued...
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Mr. Richard Allen

Independent Non-Executive Director

Richard (Dick) Allen, aged 58, is a Civil Engineer who has worked as a design and supervising engineer on road, 
bridge and structural projects in Australia, the UK and the Middle East before joining Baroid, a Houston, Texas based 
petroleum service based company in May 1978. With Baroid, Dick fi lled a variety of technical and management 
positions culminating in the position of Manager for the Asia/Pacifi c region with responsibility for operations in 16 
countries, a turnover in excess of $80 million and employing more than 250 people.

Since January 1999 Dick has been directly involved in the environmental services industry with specifi c focus on 
waste to energy and renewable energy projects and brings these expertise to the Group.

Dick is also a director of Plantation Energy Limited.

Dick has been a director since 2005.

Mr. Wynn Rees

Independent Non-Executive Director

Wynn Rees, aged 74, is a veteran of the waste management industry in WA. Wynn brings to the Group over 30 
years of experience in establishing successful businesses throughout WA. Wynn was the owner of Kimberley Waste 
Services until 1 April 2007 when the Company acquired the business. Wynn founded Kimberley Waste in 1989 with 
a business plan to expand the services to all major towns in the Kimberley region of WA. This strategy was achieved 
in 1995 and the business has since grown to be the leading waste management company in the Kimberley and 
Gascoyne regions of WA.

In 1976, prior to Wynn’s involvement in the waste industry, he held senior management positions in the transport and 
stock and station industries.

Wynn does not hold, or has held during the past 3 years, any other directorships in other public companies.

Wynn has been a director since April 2007.

Mr. Gerrard Styles

Executive Director (appointed March 2008)

Gerrard (Ged) Styles, aged 41, is a qualifi ed petroleum geologist with experience gained in the North Sea, Europe and 
North Africa. Ged also holds an MBA.

Ged has 14 years of experience in the hazardous waste management industry in the UK and Australia, where he has 
held management positions with a number of waste management organizations and he is currently involved in the 
operations management of all of the Group’s facilities in Australia. Ged has been employed by the Group since 2005 
when he was the site manager in Kwinana.

Ged does not hold, or has held during the past 3 years, any other directorships in other public companies.

Ged has been a director since March 2008.
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Company secretary
Mr. David McArthur, aged 50, is a Chartered Accountant with over 27 years experience in the corporate management of 
publicly listed companies.

Offi cers who were previously partners of the audit fi rm
None of the offi cers of the Company, past or present, were previously partners in the audit fi rm.

Directors’ meetings
The number of directors’ meetings and number of meetings attended by each of the directors of the Company during 
the fi nancial year are:

Director Number of meetings attended Number of meetings held whilst a director

Mr. Douglas Wood 2 2

Mr. Ian Burton 4 4

Mr. Stephen Gostlow 6 6

Mr. Michael Humphris 6 6

Mr. Richard Allen 6 6

Mr. Wynn Rees 5 6

Mr. Gerrard Styles 3 3

Corporate governance statement
This statement outlines the main corporate governance practices in place throughout the fi nancial year, which comply 
with the ASX Corporate Governance Council recommendations, unless otherwise stated.

The board of directors

Role of the board

The primary responsibilities of the Board are set out in a written policy and include:

 Establishment of long term goals of the Company and strategic plans to achieve those goals

 Monitoring the achievement of these goals

 Review of management accounts and reports to monitor the progress of the Company

 Review and adoption of budgets for the fi nancial performance of the Company and monitoring the results on a 
regular basis to assess performance

 Review and approval of the annual and interim fi nancial reports

 Nominating and monitoring the external auditor

 Approving all signifi cant business transactions

 Appointing and monitoring senior management

 All remuneration, development and succession issues

 Ensuring the Company has implemented adequate systems of risk management and internal control together with 
appropriate monitoring of compliance activities

The board evaluates this policy on an ongoing basis.

Directors’ report continued...
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Board composition

The directors’ report contains details of the directors’ skills, experience and education. The board seeks to establish 
a board that consists of directors with an appropriate range of experience, skill, knowledge and vision to enable it to 
operate the Company’s business with excellence. To maintain this, the Company’s policy is that executive directors 
should serve at least 3 years.  At the completion of the fi rst 3 years, the position of the director is reviewed to ascertain 
if circumstances warrant a further term.

The Board comprises a non-executive Chairperson, two executive directors and two non-executive independent 
directors.  Details of the directors are set out in the Directors’ Report.

The Board is primarily responsible for identifying potential new directors but has the option to use an external consulting 
fi rm to identify and approach possible new candidates for directorship.  The selection of the directors must be approved 
by the majority of the shareholders.

Retirement and re-election of directors

The Constitution of the Company requires one third of directors, other than the Managing Director, to retire from offi ce 
at each Annual General Meeting.  Directors who have been appointed by the Board are required to retire from offi ce at 
the next Annual General Meeting and are not taken into account in determining the number of directors to retire at that 
Annual General Meeting.  Retiring directors are eligible for re-election by shareholders.

Independence of directors

The Board has reviewed the position and association of each of the directors in offi ce at the date of this report and 
considers that two directors are independent.  In considering whether a director is independent, the Board has regard 
to the independence criteria in ASX Best Practice Recommendations Principle 2 and other facts, information and 
circumstances that the Board considers relevant.  The Board assesses the independence of new directors upon 
appointment and reviews their independence, and the independence of the other directors, as appropriate.

The Board considers that Mr Michael Humphris and Mr Wynn Rees meet the criteria in Principle 2.  They have no material 
business or contractual relationship with the Company, other than as directors, and no confl icts of interest which could 
interfere with the exercise of independent judgement.  Accordingly, they are considered to be independent.

Independent professional advice

With the prior approval of the Chairperson, each director has the right to seek independent legal and other professional 
advice at the Company’s expense concerning any aspect of the Company’s operations or undertakings in order to fulfi l 
their duties and responsibilities as directors.

Board performance review

The performance of all directors is assessed through review by the Board as a whole of a director’s attendance at 
and involvement in Board meetings, his performance and other matters identifi ed by the Board or other directors.  
Signifi cant issues are actioned by the Board.  Due to the Board’s assessment of the effectiveness of these processes, 
the Board has not otherwise formalised measures of a director’s performance.

The Company has not conducted a performance evaluation of the members of the Board during the reporting period, 
however the Board conducts a review of the performance of the Company against budgeted targets on an ongoing 
basis.

Director remuneration

Details of the Company’s remuneration policies are included in the “Directors’ and key management emoluments” 
section of the Directors’ Report.

Non-executive directors will be remunerated by cash benefi ts alone and will not be provided with retirement benefi ts 
(except in exceptional circumstances).  Executive directors may be remunerated by both fi xed remuneration and equity 
performance based remuneration and no termination payments will be agreed other than a reasonable period of notice 
of termination as detailed in the executive’s employment contract.
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Managing business risk
The Company maintains policies and practices designed to identify and manage signifi cant business risks, including:

 regular budgeting and fi nancial reporting

 procedures and controls to manage fi nancial exposures and operational risks

 the Company’s business plan

 corporate strategy guidelines and procedures to review and approve the Company’s strategic plans

 insurance and risk management programs which are reviewed by the Board.

The Board reviews these systems and the effectiveness of their implementation annually and considers the management 
of risk at its meetings.  The Company’s risk profi le is reviewed annually.  The Board may consult with the Company’s 
external auditors on external risk matters or other appropriately qualifi ed external consultants on risk generally, as 
required.

The Board receives regular reports about the fi nancial condition and operating results of the consolidated group.  The 
Managing Director (or in his or her absence the Chairperson) and Chief Financial Offi cer annually provide a formal 
statement to the Board that in all material respects and to the best of their knowledge and belief:

 the Company’s fi nancial reports present a true and fair view of the Company’s fi nancial condition and operational 
results and are in accordance with relevant accounting standards; and

 the Company’s risk management and internal control systems are sound, appropriate and operating effi ciently and 
effectively.

Internal controls

Procedures have been established at the Board and executive management levels that are designed to safeguard 
the assets and interests of the Company, and to ensure the integrity of reporting.  These include accounting, fi nancial 
reporting and internal control policies and procedures.  To achieve this, the executive directors perform the following 
procedures:

 ensure appropriate follow-up of signifi cant audit fi ndings and risk areas identifi ed;

 review the scope of the external audit to align it with Board requirements; and

 conduct a detailed review of published accounts.

Audit committee
The role of the Audit Committee is documented in a Charter which is approved by the Board of Directors.  In accordance 
with this charter, all members of the Committee must be non-executive directors.  The role of the Committee is to advise 
on the establishment and maintenance of a framework of internal control and appropriate ethical standards for the 
management of the consolidated entity.

It also gives the Board of Directors additional assurance regarding the quality and reliability of fi nancial information 
prepared for use by the Board in determining policies or for inclusion in the fi nancial report.

The members of the Audit Committee for the Company at the date of this report were:

 Mr. R Allen (Non-Executive Director); and

 Mr. M Humphris (Non-Executive Director)

The auditors and the managing director are invited to Audit Committee meetings at the discretion of the Committee.  
The Committee met two times during the year.

The responsibilities of the Audit Committee include:

 Reviewing the fi nancial report and other fi nancial information distributed externally;

 Monitoring corporate risk assessment processes;

Directors’ report continued...
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 Reviewing any new accounting policies to ensure compliance with Australian Accounting Standards and generally 
accepted accounting principles;

 Reviewing audit reports to ensure that where major defi ciencies or breakdowns in controls or procedures have been 
identifi ed, appropriate and prompt remedial action is taken by management;

 Reviewing the nomination and performance of the auditor;

 Liaising with the external auditors and ensuring that the annual and half-year statutory audits are conducted in an 
effective manner;

 Monitoring the establishment of an appropriate internal control framework and considering enhancements;

 Monitoring the establishment of appropriate ethical standards;

 Monitoring the procedures in place to ensure compliance with the Corporations Act 2001 and Australian Stock 
Exchange Listing Rules and all other regulatory requirements;

 Addressing any matters outstanding with auditors, the Australian Taxation Offi ce, the Australian Securities and 
Investments Commission, the Australian Stock Exchange and fi nancial institutions; and

 Improving the quality of the accounting function.

The Audit Committee reviews the performance of the external auditors on an annual basis and meets with them during 
the year.

Ethical standards
In pursuit of the highest ethical standards, the Company has adopted a Code of Conduct which establishes the 
standards of behaviour required of directors and employees in the conduct of the Company’s affairs.  This Code is 
provided to all directors and employees.  The Board monitors implementation of this Code.  Unethical behaviour is to 
be reported to the Company’s Managing Director (or in his or her absence, the Chairperson) as soon as practicable.

The Code of Conduct is based on respect for the law, and acting accordingly, dealing with confl icts of interest 
appropriately, using the consolidated entity’s assets responsibly and in the best interests of the Company, acting with 
integrity, being fair and honest in dealings, treating other people with dignity and being responsible for actions and 
accountable for the consequences.

Trading in the Company’s securities by directors and employees
The Board has adopted a policy in relation to dealings in the securities of the Company which applies to all directors and 
employees.  Under the policy, directors are prohibited from short term or “active” trading in the Company’s securities 
and directors and employees are prohibited from dealing in the Company’s securities whilst in possession of price 
sensitive information.  The Company’s Managing Director (or in his or her place the Chairperson) must also be notifi ed 
of any proposed transactions.

This policy is provided to all directors and employees.  Compliance with it is reviewed on an ongoing basis in accordance 
with the Company’s risk management systems.

Continuous disclosure
The Company has in place a continuous disclosure policy, a copy of which is provided to all Company offi cers and 
employees who may from time to time be in the possession of undisclosed information that may be material to the price 
or value of the Company’s securities.

The continuous disclosure policy aims to ensure timely compliance with the Company’s continuous disclosure 
obligations under the Corporations Act 2001 and ASX Listing Rules and ensure offi cers and employees of the Company 
understand these obligations.

The procedure adopted by the Company is essentially that any information which may need to be disclosed must be 
brought to the attention of the Chairperson, who, in consultation with the Board (where practicable) and any other 
appropriate personnel will consider the information and whether disclosure is required and prepare an appropriate 
announcement.
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At least once in every 12 month period, the Board will review the Company’s compliance with this continuous disclosure 
policy and update it from time to time, if necessary.

Shareholders
The Board aims to ensure that shareholders are kept informed of all major developments affecting the Company.  
Information is communicated to shareholders as follows:

 as the Company is a disclosing entity, regular announcements are made to the Australian Stock Exchange in 
accordance with the Company’s continuous disclosure policy, including quarterly cash fl ow reports, half-year audit 
reviewed accounts, year end audited accounts and an annual report;

 the Board ensures the annual report includes relevant information about the operations of the Company during the 
year, changes in the state of affairs and details of future developments;

 shareholders are advised in writing of key issues affecting the Company by effective use of the Company’s share 
registry;

 any proposed major changes in the Company’s affairs are submitted to a vote of shareholders, as required by the 
Corporations Act 2001;

 the Board encourages full participation of shareholders at the Annual General Meeting to ensure a high level of 
accountability and identifi cation of the Company’s strategies and goals.  All shareholders who are unable to attend 
these meetings are encouraged to communicate or ask questions by writing to the Company; and

 the external auditor is requested to attend the annual general meetings to answer any questions concerning the audit 
and the content of the auditor’s report.

The Board reviews this policy and compliance with it on an ongoing basis.

ASX corporate governance principles and recommendations not followed – “if not, why 
not” approach
Pursuant to the ASX Listing Rule 4.10.3, the Company advises that it does not follow the following ASX corporate 
governance principles and recommendations (2nd edition) and discloses the reasons for this on the next page:

Directors’ report continued...
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Number Description of recommendation Reason for not following the recommendation

2.4 The board should establish a 
nomination committee

The functions to be performed by a nomination committee are currently 
performed by the full board and this is refl ected in the written policy 
setting out the responsibilities of the Board. Having regard to the 
number of members currently comprising the Company’s board, the 
board does not consider it appropriate to delegate these responsibilities 
to a subcommittee. These arrangements will be reviewed periodically 
by the board to ensure that they continue to be appropriate to the 
Company’s circumstances.

2.6 Companies should provide the 
information indicated in the Guide 
to reporting on principle 2

One of the matters to be included in the corporate governance section 
of the annual report pursuant to the Guide to reporting on Principle 2 
is “the names of the members of the nomination committee and their 
attendance at the meetings of the committee”. As stated in the section 
above, the board does not consider it appropriate for the Company to 
establish a nomination committee and therefore the information has not 
been included in the annual report or otherwise made publicly available. 
In all other respects, the Company has complied with the disclosure 
requirements contained in the Guide to reporting on Principle 2 by the 
inclusion of information in this statement, but has not otherwise made 
the information publicly available.

4.2 The audit committee should be 
structured so that it:

 consists only of non-executive 
directors

 consists of a majority of 
independent directors

 is chaired by an independent 
chair, who is not chair of the 
board

 has at least 3 members

Given the relatively small size of the company’s board, the audit 
committee consists of only two members, both of whom are 
independent, non-executive directors

8.1 The board should establish a 
remuneration committee

The functions to be performed by a remuneration committee under 
the ASX Corporate Governance Principles and Recommendations are 
currently performed by the full board and this is refl ected in the written 
policy setting out the responsibilities of the board. Having regard to the 
number of members currently comprising the Company’s board, the 
board does not consider it appropriate to delegate these responsibilities 
to a subcommittee. These arrangements will be reviewed periodically 
by the board to ensure that they continue to be appropriate to the 
Company’s circumstances.

Companies should provide the 
information indicated in the Guide 
to reporting on principle 8

One of the matters to be included in the corporate governance section 
of the annual report pursuant to the Guide to reporting on principle 8 
is “the names of members of the remuneration committee and their 
attendance at meetings of the committee”. As stated in the previous 
paragraph, the board does not consider it appropriate for the Company 
to establish a remuneration committee and therefore this information 
has not been included in the annual report. However, as the board 
fulfi ls the role of the remuneration committee, details of the Company’s 
directors and their attendance at board meetings are set out in the 
Company’s annual report. In all other respects, the Company has 
complied with the disclosure requirements contained in the Guide to 
reporting on principle 8.
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Remuneration report – audited 
Principles of compensation – audited 
The Company has a Remuneration Policy that aims to provide remuneration that is fair and equitable in terms of external 
competitiveness.  The policy is determined by the Board and administered by management at its discretion.

The policy relates individual remuneration to individual performance, the individual’s position in the relevant salary market 
and the need for the organisation to retain and motivate the individual.  No remuneration is directly linked with the overall 
fi nancial performance of the Company.

To give effect to this policy the Company reviews available information that measures the remuneration levels in the various 
labour markets in which it competes.

The expectation of the Company is that, for a particular grade of employee, the total fi xed compensation will be at the 
median level of the relevant market.

Service contracts

No key management person has a signed contract for services with the Company.

Directors’ and executive offi cers’ remuneration (Company and Group) – audited 
Details of the nature and amount of each major element of remuneration of each director of the Company are:  

 Short term Post Other Termin- Share Total
  employ- long ation based
  ment term benefi ts payments

  Salary and  Directors’ Motor Total Super-   Options
  short term  fees vehicles  annuation
  incentives  *** 

 Year $ $ $ $ $ $ $ $ $

Ian Burton* 2008 - 75,500 - 75,500 - - - - 75,500

 2007 - 124,667 - 124,667 1,080 - - - 125,747

Douglas Wood** 2008 - 12,000 - 12,000 1,080 - - - 13,080

 2007 - - - - - - - - -

Stephen Gostlow 2008 263,980 12,000 35,968 311,948 24,838 - - - 336,786

 2007 153,283 12,000 43,734 209,017 11,925 - - 48,375 269,317

Michael Humphris 2008 - 30,000 - 30,000 2,700 - - - 32,700

 2007 - 18,833 - 18,833 1,080 - - - 19,913

Richard Allen 2008 - 51,000 - 51,000 - - - - 51,000

 2007 - 50,000 - 50,000 - - - - 50,000

Wynn Rees 2008 - 30,000 - 30,000 2,700 - - - 32,700

 2007 - 3,000 - 3,000 - - - - 3,000

Gerrard Styles** 2008 95,268 3,000 11,583 109,851 8,844 - - - 118,695

 2007 - - - - - - - - -

Totals 2008 359,248 213,500 47,551 620,299 40,162 - - - 660,461

 2007 153,283 208,500 43,734 405,517 14,085 - - 48,375 467,977

*Resigned March 2008  **Appointed March 2008  ***Motor vehicles are the only non-monetary benefi ts provided.

Directors’ report continued...
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Further information as required by section 300A of the Corporations Act 2001 is as follows:

  Total Performance of  Value of options as
   remuneration  proportion of
   performance related remuneration

 Year $ % %

Ian Burton* 2008 75,500  -

 2007 125,747 - -

Douglas Wood** 2008 13,080  -

 2007 - - -

Stephen Gostlow 2008 336,786  -

 2007 269,317 - 17.9

Michael Humphris 2008 32,700  -

 2007 19,913 - -

Richard Allen 2008 51,000  -

 2007 50,000 - -

Wynn Rees 2008 32,700  -

 2007 3,000 - -

Gerrard Styles** 2008 118,695  -

 2007 - - -

Totals 2008 660,461  

 2007 467,977  

*Resigned March 2008 **Appointed March 2008

Notes in relation to the table of directors’ and executive offi cers remuneration – audited 

Share options

The fair value of share options is calculated at the date of grant using the binomial option pricing model and allocated to 
each reporting period evenly over the period from grant date to vesting date. The value disclosed is the portion of the fair 
value of the options recognised in the reporting period.

Refer to note 23 for the assumptions used in determining the fair value of share options.

Equity instruments – audited 

Options granted to directors and offi cers of the Company 

During or since the end of the fi nancial year, the Company did not grant any options over unissued ordinary shares in the 
Company (2007: nil). 

No options have been granted since the end of the fi nancial year. 

All options on issue expire on the earlier of their expiry date or termination of the employee’s employment. These holdings 
do not entitle the holder to participate in any share issue of the Company.

The share based payment portion of Steve Gostlow’s remuneration disclosed in the table on the previous page relates to 
share options issued during the year ended 30 June 2006 but vested during the year ended 30 June 2007. 
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Exercise of options granted as compensation
During the reporting period, the following shares were issued on the exercise of options previously granted as 
compensation:

Director 2008 Number of shares Amount paid on each share

Mr. Stephen Gostlow 25,000 $0.64

 31,250 $0.48

Director 2007 Number of shares Amount paid on each share

Mr. Stephen Gostlow - -

Principal activities
The principal activities of the Group during the year were the remediation of contaminated waste materials.

Operating and fi nancial review
Review of principal activities
Refer to the operational report on page 4 for a review of the principal activities of the Group.

Investments for future performance
Refer to the review of principal activities for recent acquisition activity and reasons behind those acquisitions.

Dividends
There were no dividends paid or declared since the end of the previous fi nancial year.

After balance sheet date, a dividend has not been proposed by the directors. 

Events subsequent to reporting date
On 1 July 2008 the directors of the Company signed a binding sale agreement to acquire 100% of the share capital of 
Barry Bros. Specialised Services (Barry Bros) from Programmed Maintenance Services Limited (PMS) for $25 million in 
cash, funded by debt.

Barry Bros is one of the largest industrial services companies in Australia with ten strategically located operations 
throughout the eastern states.

The combined services of the Company and Barry Bros will create one of Australia’s leading industrial services and 
waste management companies.

On 11 August 2008 the Company announced the opening of its fi rst New South Wales waste management facility based 
in St Mary’s, Sydney. The facility is licensed to manage a broad range of hazardous and industrial waste produced by 
industry, government and commercial sectors. The site will complement the industrial services offered by Barry Bros. to 
offer integrated industrial and waste management services to the manufacturing and industrial sector.

The purchase of the land at St Mary’s, including all buildings, plant and equipment was $2.2 million. The site is purpose 
built for the Company’s operations and the directors expect the facility to provide signifi cant return to shareholders in 
the long term.

Other than the matter discussed above, there has not arisen in the interval between the end of the fi nancial year and 
the date of this report any item, transaction or event of a material or unusual nature likely, in the opinion of the directors 
of the Company, to affect signifi cantly the operations of the Group, the results of those operations, or the state of affairs 
of the Group, in future fi nancial years.

Directors’ report continued...
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Likely developments
The Group will continue to pursue its policy of increasing the profi tability and market share of its major business 
segments during the next fi nancial year. They will also focus on integrating the recent acquisition of Barry Bros into the 
Group in order to achieve the expected synergies.

Further information on likely developments in the operations of the Group and the expected results of those operations 
in future fi nancial years has not been included in this report because disclosure of the information would be likely to 
result in unreasonable prejudice to the Group.

Directors’ interests
The relevant interest of each director in the shares and options over shares issued by the Company as notifi ed by 
the directors to the ASX in accordance with s. 205G(1) of the Corporations Act 2001, at the date of this report is as 
follows:

 Ordinary shares Options over ordinary shares

Mr. Douglas Wood 230,000 -

Mr. Stephen Gostlow 931,250 337,500

Mr. Michael Humphris 2,575,000 -

Mr. Richard Allen 117,944 -

Mr. Wynn Rees 1,500,000 -

Mr. Gerrard Styles 125,000 362,500

Share options
Unissued shares under option
At the date of this report unissued ordinary shares of the Company under option are:

Expiry date Exercise price Number of shares

28/02/2010 $1.04 431,250

28/02/2010 $1.08 431,250

28/02/2010 $1.12 443,750

28/02/2011 $1.55 137,500

28/02/2011 $1.65 147,500

28/02/2011 $1.75 185,000

28/02/2011 $1.80 177,500

28/02/2011 $1.90 260,000

28/02/2011 $2.20 335,000

  2,548,750

Refer to the Remuneration report for more information pertaining to share options issues to directors.

Shares issued on exercise of options
During or since the end of the fi nancial year, the Company issued ordinary shares as a result of the exercise of options 
as follows (there are no amounts unpaid on the shares issued):

Number of shares Amount paid on each share Number of shares Amount paid on each share

 12,500 $1.04 112,500 $0.48

 55,000 $1.75 87,500 $0.64

 12,500 $1.08 81,250 $0.71
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Indemnifi cation and insurance of offi cers and auditors
Indemnifi cation
The Company has agreed to indemnify the directors of the Company and Mr. Ian Burton (former Chairperson) against all 
liabilities to another person (other than the Company) that may arise from their position as directors of the Company and 
its controlled entities, except where the liability arises out of conduct involving lack of good faith. 

No agreements have been entered into to indemnify the Company’s current auditors against any claims by third parties 
arising from their report on the Annual Financial Report.

Insurance premiums
Since the end of the previous fi nancial year the Company has paid insurance premiums of $1,210 in respect of the 
directors’ and offi cers’ liability and legal expenses’ insurance contracts, for current and former directors and offi cers, 
including senior executives, of the Company.

The insurance premiums relate to:

 Costs and expenses incurred by the relevant offi cers in defending proceedings, whether civil or criminal and whatever 
their outcome; and

 Other liabilities that may arise from their position, with the exception of conduct involving a willful breach of duty or 
improper use of information or position to gain a personal advantage.

Non-audit services
The Company’s auditor did not perform any non-audit services during the fi nancial year.  Refer to Note 31 in the notes to 
the fi nancial statements for amounts paid to the auditor during the fi nancial year.

Proceedings on behalf of the Company
The Company has not applied for leave under section 237 of the Corporations Act 2001 to bring, or intervene in, 
proceedings on behalf of the Company.

Environmental regulation
The Group holds licenses issued by the Department of Environmental Protection and the Department of Industry and 
Resources. The licenses relate to the management of air and water quality and the storage, transport and disposal of 
waste materials and dangerous goods.

There have been no known breaches of the Group’s license conditions during the period.

Lead auditor’s independence declaration
The lead auditor’s independence declaration is set out on page 32 and forms part of the directors’ report for the fi nancial 
year ended 30 June 2008.

Rounding off
The Company is of a kind referred to in ASIC Class Order 98/100 dated 10 July 1998 and in accordance with that Class 
Order, amounts in the fi nancial report have been rounded off to the nearest thousand dollars unless otherwise stated.

This report is made with a resolution of the directors:

 

Douglas Wood

Chairperson

Dated at Perth on this the 26th day of September 2008.

Directors’ report continued...
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Under section 307C of the Corporations Act 2001

To the directors of Tox Free Solutions Limited and controlled entities

I declare that, to the best of my knowledge and belief, during the year ended 30 June 2008 there have been:

i. no contraventions of the auditor independence requirements as set out in the Corporations Act 2001 in relation to the 
audit; and

ii. no contraventions of any applicable code of professional conduct in relation to the audit.

 

Nexia ASR

ABN 16 847 721 257 

 

George S Dakis

Partner
Audit & Assurance Services

Melbourne
26 September 2008

 

Liability limited by a scheme approved under Professional Standards Legislation other than for the acts or omissions of 
fi nancial services licensees

Auditor’s 
independence declaration
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 Note 2008 2007 2008 2007
  $’000 $’000 $’000 $’000

Assets     

Cash and cash equivalents 13a 1,603 2,879 993 2,704

Trade and other receivables 14 8,584 5,048 408 419

Inventories 15 71 88 - -

Prepayments  352 216 346 60

Total current assets  10,610 8,231 1,747 3,183

Other receivables  - 66 - 57

Other investments 16 43 9 27,541 26,108

Deferred tax assets 12 157 276 157 276

Property, plant and equipment 17 23,366 15,308 2,937 196

Intangibles 18 23,288 17,241 - -

Total non-current assets  46,854 32,900 30,635 26,637

Total assets  57,464 41,131 32,382 29,820

Liabilities     

Trade and other payables 19 3,559 3,389 343 2,404

Loans and borrowings 20 1,925 39 1,881 -

Employee benefi ts 21 439 255 139 60

Current tax payable 12 1,846 1,300 1,846 1,300

Total current liabilities  7,769 4,983 4,209 3,764

Loans and borrowings 20 16,560 11,549 16,522 11,505

Employee benefi ts 21 - - - -

Deferred tax liability 12 45 109 45 109

Total non-current liabilities  16,605 11,658 16,567 11,614

Total liabilities  24,374 16,641 20,776 15,378

Net assets  33,092 24,490 11,606 14,442

Equity     

Share capital 22 29,286 27,395 29,286 27,395

Reserves 22 620 151 620 151

Retained earnings (accumulated losses) 22 3,186 (3,056) (18,300) (13,104)

Total equity  33,092 24,490 11,606 14,442

The notes on pages 28 to 59 are an integral part of these consolidated fi nancial statements.

Balance sheets
 as at 30 June 2008
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 Consolidated Company

 Note 2008 2007 2008 2007
  $’000 $’000 $’000 $’000

Continuing operations     

Revenue 8 33,650 20,008 - -

Cost of sales  (16,433) (9,100) - -

Gross profit  17,217 10,908 - -

     

Other income 9 - 7 - 16

Finance income 11 111 85 98 75

Occupancy expenses  (408) (214) (33) (21)

Administrative expenses  (3,305) (1,781) (667) (561)

Other expenses  (9) - (4) (152)

Earnings before interest, taxes, 
depreciation and amortisation (EBITDA)  13,606 9,005 (606) (643)

     

Depreciation and amortization expense 17 (2,834) (1,681) (73) (40)

Earnings before interest and taxes (EBIT)  10,772 7,324 (679) (683)

     

Finance expense 11 (1,360) (418) (1,347) (400)

Profit (loss) before income tax  9,412 6,906 (2,026) (1,083)

     

Income tax expense 12 (3,170) (839) (3,170) (839)

Profit (loss) from continuing operations  6,242 6,067 (5,196) (1,922)

     

Profit (loss) for the period  6,242 6,067 (5,196) (1,922)

     

Attributable to:     

Equity holders of the Company 22 6,242 6,067 (5,196) (1,922)

     

Earnings per share  Cents Cents  

Basic earnings per share  9.07 9.17  

Diluted earnings per share  8.94 8.75 

The notes on pages 28 to 59 are an integral part of these consolidated fi nancial statements.

Income statements
 for the year ended 30 June 2008
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 Consolidated Company

 Note 2008 2007 2008 2007
  $’000 $’000 $’000 $’000

Income and expense recognised 
directly in equity  - - - -

Profi t for the period 22 6,242 6,067 (5,196) (1,922)

Total recognised income and expense 
for the period  6,242 6,067 (5,196) (1,922)

     

Attributable to:     

Equity holders of the Company  6,242 6,067 (5,196) (1,922)

Total recognised income and expense 
for the period  6,242 6,067 (5,196) (1,922)

The notes on pages 28 to 59 are an integral part of these consolidated fi nancial statements. 

Statement of 
 recognised income and expense
 for the year ended 30 June 2008
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 Consolidated Company

 Note 2008 2007 2008 2007
  $’000 $’000 $’000 $’000

Cash flows from operating activities     

Cash receipts from customers  30,158 17,428 - 2

Cash paid to suppliers and employees  (19,231) (9,721) (215) (725)

Cash generated from operations  10,927 7,707 (215) (723)

Interest received  111 85 98 76

Interest paid  (1,631) (418) (1,618) (348)

Income taxes paid  (2,569) (1) (2,569) -

Net cash from (used in) 
operating activities 13b 6,838 7,373 (4,304) (995)

Cash flows from investing activities     

Proceeds from the sale of property, plant 
and equipment  26 - - 15

Acquisition of subsidiary, net of cash acquired  (44) - (44) -

Acquisition of property, plant and equipment  (8,320) (9,354) (2,623) -

Acquisition of businesses  (6,769) (15,067) (39) (20,722)

Capital investment in joint venture operation  - (389) - (389)

Net cash from (used in) investing activities  (15,107) (24,810) (2,706) (21,096)

     

Cash flows from financing activities     

Proceeds from the issue of share capital  - 4,489 - 4,489

Proceeds from the exercise of share options  290 - 290 -

Loans to/(repayment of loans by) subsidiaries  - - (1,694) 4,644

Proceeds from borrowings  7,910 11,470 7,910 11,505

Repayment of borrowings  (1,200) - (1,200) 

Payment of fi nance lease liabilities  (7) - (7) 

Net cash from (used in) financing activities  6,993 15,959 5,299 20,638

     

Net increase (decrease) in cash and 
cash equivalents  (1,276) (1,478) (1,711) (1,453)

Cash and cash equivalents at 1 July 13 2,879 4,357 2,704 4,157

Cash and cash equivalents at 30 June 13 1,603 2,879 993 2,704 

The notes on pages 28 to 59 are an integral part of these consolidated fi nancial statements.

Cash fl ow statements
 for the year ended 30 June 2008
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1. Reporting entity
Tox Free Solutions Limited (the Company) is a company domiciled in Australia. The address of the Company’s 
registered offi ce is level 2, 45 Stirling Highway Nedlands WA 6009. The consolidated fi nancial statements of 
the Company as at and for the year ended 30 June 2008 comprise the Company and its subsidiaries (together 
referred to as the Group and individually as Group entities). The Group primarily is involved in the remediation of 
contaminated waste materials.

2. Basis of preparation
(a) Statement of compliance

The fi nancial report is a general purpose fi nancial report which has been prepared in accordance with Australian 
Accounting Standards (AASBs) (including Australian interpretations) adopted by the Australian Accounting 
Standards Board (AASB) and the Corporations Act 2001. Compliance with AASBs also ensures that the fi nancial 
report complies with International Financial Reporting Standards in their entirety.

The fi nancial statements were approved by the Board of Directors on 26th September 2008.

(b)  Basis of measurement

The consolidated fi nancial statements have been prepared on a historical cost basis unless otherwise stated.

(c)  Functional and presentation currency

The consolidated fi nancial statements are presented in Australian dollars, which is the Company’s functional 
currency and the functional currency for the rest of the Group. The Company is of a kind referred to in ASIC Class 
Order 98/100 dated 10 July 1998 and in accordance with that Class Order, all fi nancial information presented in 
Australian dollars has been rounded to the nearest thousand unless otherwise stated.

(d)  Use of estimates and judgements

The preparation of fi nancial statements requires management to make judgements, estimates and assumptions 
that affect the application of accounting policies and the reported amounts of assets, liabilities, income and 
expenses. Actual results may differ from these estimates. 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 
and in any future periods affected.

In particular, information about signifi cant areas of estimation uncertainty and critical judgements in applying 
accounting policies that have the most signifi cant effect on the amount recognised in the fi nancial statements are 
described in the following notes:

 Note 7 – acquisitions of subsidiaries and business assets

 Note 23 – measurement of share based payments

 Note 24 – valuation of fi nancial instruments

 Note 27 –contingencies

3.  Signifi cant accounting policies
The accounting policies set out below have been applied consistently to all periods presented in these consolidated 
fi nancial statements, and have been applied consistently by Group entities.

Certain comparative amounts have been reclassifi ed to conform with the current year’s presentation.

(a) Basis of consolidation

(i) Subsidiaries

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to govern the 
fi nancial and operating policies of an entity so as to obtain benefi ts from its activities. In assessing control, potential 
voting rights that currently are exercisable are taken into account. The fi nancial statements of subsidiaries are 

Notes to the fi nancial statements continued...
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included in the consolidated fi nancial statements from the date that control commences until the date control 
ceases. The accounting policies of subsidiaries have been changed when necessary to align them with the policies 
adopted by the Group.

In the Company’s fi nancial statements, investments in subsidiaries are carried at cost.

(ii) Transactions eliminated on consolidation

Intra-group balances, and any unrealized income and expenses arising from intra-group transactions, are 
eliminated in preparing the consolidated fi nancial statements.

(b)  Financial instruments

(i) Non-derivative fi nancial instruments

Non-derivative fi nancial instruments comprise investments in equity and debt securities, trade and other 
receivables, cash and cash equivalents, loans and borrowings, and trade and other payables.

Non-derivative fi nancial instruments are recognised initially at fair value plus, for instruments not at fair value 
through profi t and loss, any directly attributable transaction costs. Subsequent to initial recognition non-derivative 
fi nancial instruments are measured as described below.

A fi nancial instrument is recognised if the Group becomes a party to the contractual provisions of the instrument. 
Financial assets are derecognized if the Group’s contractual rights to the cash fl ows from the fi nancial asset expire 
or if the Group transfers the fi nancial asset to another party without retaining control or substantially all risks and 
rewards of the asset. Regular way purchases and sales of fi nancial assets are accounted for at trade date, i.e., the 
date that the Group commits itself to purchase or sell the asset. Financial liabilities are derecognized if the Group’s 
obligations specifi ed in the contract expire or are discharged or cancelled.

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on 
demand and form an integral part of the Group’s cash management are included as a component of cash and 
cash equivalents for the purpose of the cash fl ow statement.

Accounting for fi nance income and expense is discussed in note 3(k).

Held to maturity investments

If the Group has the positive intent and ability to hold debt securities to maturity, then they are classifi ed as held 
to maturity. Held to maturity investments are measured at amortised cost using the effective interest method, less 
any impairment losses.

Available for sale fi nancial assets

The Group’s investments in equity securities and certain debt securities are classifi ed as available for sale fi nancial 
assets. Subsequent to initial recognition, they are measured at fair value and changes therein, other than impairment 
losses, are recognised directly in a separate component of equity. When an investment is derecognized, the 
cumulative gain or loss in equity is transferred to profi t or loss.

Financial assets at fair value through profi t and loss

An instrument is classifi ed as at fair value through profi t and loss if it is held for trading or is designated as such 
upon initial recognition. Financial instruments are designated at fair value through profi t and loss if the Group 
manages such investments and makes purchase and sale decisions based on their fair value according with 
the Group’s risk management and investment strategy. Upon initial recognition attributable transaction costs 
are recognised in profi t and loss when incurred. Financial instruments at fair value through profi t and loss are 
measured at fair value, and changes therein are recognised in profi t and loss.

Other

Other non-derivative fi nancial instruments are measured at amortised cost using the effective interest method, less 
any impairment losses.
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(ii)  Share capital

Ordinary shares

Ordinary shares are classifi ed as equity. Incremental costs directly attributable to the issue of ordinary shares and 
share options are recognised as a deduction from equity, net of any tax effects.

Dividends

Dividends are recognised as a liability in the period in which they are declared.

(c)  Property, plant and equipment

(i)  Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation and accumulated 
impairment losses. 

Costs include expenditure that is directly attributable to the acquisition of the asset. When parts of an item 
of property, plant and equipment have different useful lives, they are accounted for as separate items (major 
components) of property, plant and equipment.

Gains and losses on disposal of an item of property, plant and equipment are determined by comparing the 
proceeds from disposal with the carrying amount of property, plant and equipment and are recognised net within 
“other income” in profi t and loss. When revalued assets are sold, the amounts included in the revaluation reserve 
are transferred to retained earnings.

(ii)  Subsequent costs

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of 
the item if it is probable that the future economic benefi ts embodied within the part will fl ow to the Group and its 
cost can be measured reliably. The carrying amount of the replaced part is derecognized. The costs of day to day 
servicing of property, plant and equipment are recognised in profi t and loss as incurred.

(iii)  Depreciation

Depreciation is recognised in profi t and loss on a straight line basis over the estimated useful lives of each part of 
an item of property, plant and equipment. Leased assets are depreciated over the shorter of the lease term and 
their useful lives unless it is reasonably certain that the Group will obtain ownership by the end of the lease term. 
Land is not depreciated.

The estimated useful lives for the current and comparative periods are as follows:

Class of property, plant and equipment Estimated useful life

Buildings 10 years

Leasehold improvements 5 years

Plant and equipment 3 – 10  years

Motor vehicles 4 – 5 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date.

(d)  Intangible assets

(i)  Goodwill

Goodwill arises on the acquisition of subsidiaries, and represents the excess of the cost of the acquisition over 
the Group’s interest in the net fair value of the identifi able assets, liabilities and contingent liabilities of the acquiree. 
When the excess is negative (negative goodwill), it is recognised immediately in profi t and loss.

Subsequent measurement

Goodwill is measured at cost less accumulated impairment losses. 

Notes to the fi nancial statements continued...



312008

Annual Report

 (e)  Leased assets

Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are classifi ed 
as fi nance leases. Upon initial recognition, the leased asset is measured at an amount equal to the lower of its 
fair value and the present value of the minimum lease payments. Subsequent to initial recognition, the asset is 
accounted for in accordance with the accounting policy applicable to that asset.

Other leases are operating leases and the leases assets are not recognised on the Group’s balance sheet.

(f)  Inventories

Inventories are measured at the lower of cost and net realizable value. Inventories comprise consumables and 
fuels paid for an on hand at year end and are not for resale, rather for consumption in providing services.

(g)  Impairment

(i)  Financial assets

A fi nancial asset is assessed at each reporting date to determine whether there is any objective evidence that it 
is impaired. A fi nancial asset is considered to be impaired if objective evidence indicates that one or more events 
have had a negative effect on the estimated future cash fl ows of that asset.

An impairment loss in respect of a fi nancial asset measured at amortised cost is calculated as the difference 
between its carrying amount, and the present value of estimated future cash fl ows discounted at the original 
effective interest rate. An impairment loss in respect of an available for sale fi nancial asset is calculated by reference 
to its fair value.

All impairment losses are recognised in profi t and loss. Any cumulative loss in respect of an available for sale 
fi nancial asset recognised previously in equity is transferred to profi t and loss.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the impairment 
loss was recognised. For fi nancial assets measured at amortised cost and available for sale fi nancial assets that 
are debt securities, the reversal is recognised in profi t and loss. For available for sale fi nancial assets that are equity 
securities, the reversal is recognised directly in equity.

(ii)  Non-fi nancial assets

The carrying amount of the Group’s non-fi nancial assets, other than inventories and deferred tax assets, are 
reviewed at each reporting date to determine whether there is any indication of impairment. If any such indication 
exists then the asset’s recoverable amount is estimated. For goodwill, the recoverable amount is estimated at 
each reporting date.

The recoverable amount of an asset or cash generating unit is the greater of its value in use and its fair value 
less costs to sell. In assessing value in use, the estimated future cash fl ows are discounted to their present value 
using the pre-tax discount rate that refl ects current market assessments of the time value of money and the risks 
specifi c to the asset. For the purpose of impairment testing, assets are grouped together into the smallest group 
of assets that generates cash infl ows from continuing use that are largely independent of the cash infl ows of 
other assets or groups of assets (the “cash generating unit”). The goodwill acquired in a business combination, 
for the purpose of impairment testing, is allocated to cash generating units that are expected to benefi t from the 
synergies of the combination.

An impairment loss is recognised if the carrying amount of the asset or its cash generating unit exceeds its 
recoverable amount. Impairment losses are recognised in profi t and loss. Impairment losses recognised in respect 
of cash generating units are allocated fi rst to reduce the carrying amount of any goodwill allocated to the units and 
then to reduce the carrying amount of the other assets in the unit (group of units) on a pro-rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses recognised 
in prior periods are assessed at each reporting date for any indications that the loss has decreased or no longer 
exists. An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable 
amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the 
carrying amount that would have been determined, net of depreciation or amortization, if no impairment loss had 
been recognised.
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(h)  Employee benefi ts

(i)  Defi ned contribution plans

A defi ned contribution plan is a post employment benefi t plan under which an entity pays fi xed contributions 
into a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for 
contributions to defi ned contribution plans are recognised as a personnel expense in profi t and loss when they 
are due. Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in future 
payments is available.

(ii)  Other long term employee benefi ts

The Group’s net obligation in respect of long term employee benefi ts is the amount of future benefi t that employees 
have earned in return for their service in the current and prior periods plus related on-costs; that benefi t is 
discounted to determine its present value, and the fair value of any related assets is deducted. This discount rate 
is the yield at the reporting date on AA credit terms or Government bonds that have maturity dates approximating 
the terms of the Group’s obligations. The calculation is performed using the projected unit credit method. These 
obligations are included in provisions in the balance sheet.

(iii)  Termination benefi ts

Termination benefi ts are recognised as an expense when the Group is demonstrably commited, without realistic 
possibility of withdrawal, to a formal detailed plan to either terminate employment before the normal retirement 
date, or to provide termination benefi ts as a result of an offer made to encourage voluntary redundancy. Termination 
benefi ts for voluntary redundancies  are recognised as an expense if the Group has made an offer encouraging 
voluntary redundancy, it is probable that the offer is accepted, and the number of acceptances can be estimated 
reliably.

(iv)  Short term benefi ts

Liabilities for employee benefi ts for wages, salaries, annual leave and personal leave represent present obligations 
resulting from employees’ services provided to reporting date and are calculated at undiscounted amounts based 
on remuneration wage and salary rates that the Group expects to pay as at reporting date including related on 
costs, such as workers compensation insurance and payroll tax.

A liability is recognised for the amount expected to be paid under short term cash bonus or profi t-sharing plans 
if the Group has present legal or constructive obligation to pay this amount as a result of past service provided 
by the employee and the obligation can be estimated reliably. This liability is included in provisions in the balance 
sheet.

(v)  Share based payment transactions

The grant date fair value of options granted to employees is recognised as an employee expense, with a 
corresponding increase in equity, over the period that the employees become unconditionally entitled to the 
options. The amount recognised as an expense is adjusted to refl ect the actual number of share options that vest, 
expect for those that fail to vest due to market conditions not being met.

Where the Company grants options over its shares to employees of subsidiaries, the fair value at grant date is 
recognised as an increase in the investments in subsidiaries, with a corresponding increase in equity over the 
vesting period of the grant.

(i)  Revenue

(i)  Services

Revenue from rendering of services is recognised upon delivery of the service to the customer.

Notes to the fi nancial statements continued...
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(j)  Lease payments

Payments made under operating leases are recognised in profi t and loss on a straight line basis over the term of 
the lease. Lease incentives received are recognised as an integral part of the total lease expense, over the term 
of the lease.

Minimum lease payments under fi nance leases are apportioned between the fi nance expense and the reduction 
of the outstanding liability. The fi nance expense is allocated to each period during the lease term so as to produce 
a constant periodic rate of interest on the remaining balance of the liability.

(k)  Finance income and expense

Finance income comprises interest income on funds invested. Interest income is recognised as it accrued in profi t 
and loss, using the effective interest method.

Finance expenses comprise interest expense on borrowings. All borrowing costs are recognised in profi t and loss 
using the effective interest method.

(l)  Income tax

Income tax expense comprises current and deferred tax. Income tax expense is recognised in profi t and loss 
except to the extent that it relates to items recognised directly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially 
enacted at the reporting date, and any adjustments to tax payable in respect of previous years.

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the 
carrying amounts of assets and liabilities for fi nancial reporting purposes and the amounts used for taxation 
purposes. Deferred tax is not recognised for the following temporary differences:

 The initial recognition of assets or liabilities in a transaction that is not a business combination and that affects 
neither accounting nor taxable profi t; and

 Differences relating to investments in subsidiaries and jointly controlled entities to the extent that it is probable 
that they will not reverse in the foreseeable future; and

 Taxable temporary differences arising on the initial recognition of goodwill

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they 
reverse, based on the laws that have been enacted, or substantially enacted, by the reporting date. Deferred tax 
assets and liabilities are offset if there is a legally enforceable right to offset current tax assets and liabilities, and 
they relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax entities, 
but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be 
realized simultaneously.

A deferred tax asset is recognised to the extent that it is probable that future taxable profi ts will be available against 
which temporary differences can be utilized. Deferred tax assets are reviewed at each reporting date and are 
reduced to the extent that it is no longer probable that the related tax benefi t will be realized.

(i)  Tax consolidation

The Company and its wholly owned Australian resident entities are part of a tax consolidated group. As a 
consequence, all members of the tax consolidated group are taxed as a single entity from that date. The head 
entity within the tax consolidated group is Tox Free Solutions Limited.

Current 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 fi nancial statements of the head entity under the 
“group allocation approach”.
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Any current tax liabilities (or assets) and deferred tax assets arising from unused tax losses of the subsidiaries 
are assumed by the head entity in the tax consolidated group and are recognised by the Company as amounts 
payable (receivable) to (from) other entities in the tax consolidated group in conjunction with any tax funding 
arrangement amounts. Any difference between these amounts is recognised by the Company as an equity 
contribution or distribution.

The Company recognises deferred tax assets arising from unused tax losses of the tax consolidated group to the 
extent that it is probable that future taxable profi ts of the tax consolidated group will be available against which 
the asset can be utilized.

Any subsequent period adjustments to deferred tax assets arising from unused tax losses as a result of revised 
assessments of the probability of recoverability is recognised by the head entity only.

(m)  Goods and services tax

Revenue, 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 taxation authority. In these circumstances, the GST is 
recognised as part of the cost of acquisition of the asset or as part of the expense.

Receivables and payables are stated with the amount of GST included. The net amount of GST recoverable from, 
or payable to, the ATO is included as a current asset or liability in the balance sheet.

Cash fl ows are included in the cash fl ow statement on a gross basis. The GST components of cash fl ows arising 
from investing and fi nancing activities which are recoverable from, or payable to, the ATO are classifi ed as operating 
cash fl ows.

(n)  Earnings per share

The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated 
by dividing the profi t or loss attributable to ordinary shareholders of the Company by the weighted average 
number of ordinary shares outstanding during the period. Diluted EPS is determined by adjusting the profi t or loss 
attributable to ordinary shareholders and the weighted average number of ordinary shares outstanding for the 
effects of all dilutive potential ordinary shares, which comprise share options granted to employees.

(o)  Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing related services 
(business segment) or in providing services within a particular economic environment (geographical segment), 
which is subject to risks and returns that are different from those of other segments. Segment information 
is presented in respect of the Groups business and geographical segments. The Group’s primary format for 
segment reporting is based on business segments. The business segments are determined based on the Group’s 
management and internal reporting structure.

Inter-segment pricing is determined on an arm’s length basis.

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be 
allocated on a reasonable basis. Unallocated items comprise mainly loans and borrowings and related expenses, 
corporate assets and head offi ce charges, and income tax assets and liabilities.

Segment capital expenditure is the total cost incurred during the period to acquire property, plant and equipment, 
and intangible assets other than goodwill.

(p) New standards and interpretations not yet adopted

The following standards, amendment to standards and interpretations have been identifi ed as those which may 
impact the Group in the period of initial recognition. They are available for early adoption at 30 June 2008, but have 
not been applied in preparing this fi nancial report:

Notes to the fi nancial statements continued...
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Revised AASB or 
amendment

Nature of change Potential affect on 
the Group’s fi nancial 
report

Application 
date for the 
Group

AASB 3 Business 
Combinations

Changes the application of acquisition accounting for 
business combinations and the accounting for non-
controlling (minority) interests. Key changes include:

 The immediate expensing of all transaction costs

 Measurement of contingent consideration at acquisition 
date with subsequent changes through the income 
statement

 Measurement on non controlling (minority) interest at 
full fair value or the proportionate share of the fair value 
of the underlying net assets

 Guidance on issues such as reacquired rights and 
vendor indemnities

 Inclusion of combinations by contract alone and those 
involving mutuals

Not yet determined 30 June 2010

AASB 8 Operating 
Segments

Introduces the “management approach” to segment 
reporting and will require disclosure of segment information 
based on the internal reports regularly reviewed by the 
Group’s Managing Director in order to assess each 
segments performance and allocate resources to them

Not yet determined 30 June 2010

AASB 101 
Presentation of 
Financial Statements

Introduces as a fi nancial statement the “statement of 
comprehensive income”. The revised standard does not 
change the recognition, measurement and disclosure of 
transactions and events that are required by other AASBs.

Not yet determined 30 June 2010

AASB 123 Borrowing 
Costs

Removes the option to expense borrowing costs and 
requires that an entity capitalize borrowing costs directly 
attributable to the acquisition, construction or production 
of a qualifying asset as part of the cost of that asset

This will constitute a 
change in accounting 
policy and have not yet 
determined the potential 
effect on future earnings

30 June 2010

AASB 127 
Consolidated and 
Separate Financial 
Statements

Changes the accounting for investments in subsidiaries. 
Key changes include:

 The remeasurement to fair value of any previous/
retained investment when control is obtained/lost, with 
any resulting gain or loss being recognised in profi t and 
loss

 The treatment of increases in ownership interest after 
control is obtained as transactions with equity holders 
in their capacity as equity holders

Not yet determined 30 June 2010

AASB 2008-1 
Amendments 
to Australian 
Accounting 
Standard – Share 
Based Payment: 
Vesting Conditions 
and Cancellations

Changes the measurement of share based payments 
that contain non-vesting conditions.

Not yet determined 30 June 2010
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4.  Determination of fair values
A number of the Group’s accounting policies and disclosures require the determination of fair value, for both 
fi nancial and non-fi nancial assets and liabilities. Fair values have been determined for measurement and/or 
disclosure purposes based on the following methods. When applicable, further information about the assumptions 
made in determining fair values is disclosed in the notes specifi c to that asset or liability.

Property, plant and equipment

The fair value of property, plant and equipment recognised as a result of a business combination is based on 
market values. The market value of property is the estimated amount for which a property could be exchanged 
on the date of valuation between a willing buyer and a willing seller in an arms length transaction after proper 
marketing wherein the parties had acted knowledgeably, prudently and without compulsion. The market value of 
items of plant, equipment, fi xtures and fi ttings is based on the quoted market prices/replacement value for similar 
items.

Trade and other receivables

The fair value of trade and other receivables is estimated as the present value of future cash fl ows, discounted at 
the market rate of interest at the reporting date.

Non-derivative fi nancial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future principal 
and interest cash fl ows, discounted at the market rate of interest at the reporting date. For fi nance leases the 
market rate of interest is determined by reference to similar lease agreements.

Share based payment transactions

The fair value of employee stock options is measured using the binomial lattice model. Measurement inputs 
include share price on measurement date, exercise price of the instrument, expected volatility (based on weighted 
average historic volatility adjusted for changes expected due to publicly available information), weighted average 
expected life of the instruments (based on historical experience and general option holder behavior), expected 
dividends and the risk free interest rate (based on Government bonds). Service and non-market performance 
conditions attached to the transaction are not taken into account in determining fair value.

5.  Financial risk management
The Company and Group have exposure to the following risks from their use of fi nancial instruments:

 Credit risk

 Liquidity risk

 Market risk

This note presents information about the Company and Group’s exposure to each of the above risks, their 
objectives, policies and processes for measuring and managing risk, and the management of capital. Further 
quantitative disclosures are included throughout the fi nancial report.

The board of directors has overall responsibility for the establishment and oversight of the risk management 
framework. 

Risk management policies are established to identify and analyse the risks faced by the Company and Group, to 
set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies 
and systems are reviewed regularly to refl ect changes in market conditions and the Company’s and Group’s 
activities. The Company and Group, through their training and management standards and procedures, aim to 
develop and disciplined and constructive control environment in which all employees understand their roles and 
obligations.

The Group Audit Committee oversees how management monitors compliance with the Company and Group’s risk 
management policies and procedures and reviews the adequacy of the risk management framework in relation to 
the risks faced by the Company and the Group.

Notes to the fi nancial statements continued...
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Credit risk

Credit risk is the risk of fi nancial loss to the Group if a customer or counterparty to a fi nancial instrument fails to 
meet its contractual obligations, and arises principally from the Group’s receivables from customers.

Trade and other receivables

The Company and Group’s exposure to credit risk is infl uenced mainly by the individual characteristics of each 
customer. The demographics of the Group’s customer base has less of an infl uence on credit risk. There is no 
concentration of risk with one particular debtor within the Group and there is no concentration of risk geographically. 
No single debtor comprises greater than 5% of total debtors at the year end or at any stage during the year.

The board of directors has established a credit policy under which each new customer is analysed individually 
for credit worthiness before the Group’s standard payment terms and conditions are offered. The Group’s review 
includes reference checks and external credit ratings when available. Customers that fail to meet the Group 
benchmark credit worthiness may transact with the Group only on a prepayment basis.

Key customers have been transacting with the Group for a long period of time and losses have occurred 
infrequently.

The Company and Group have established an allowance for impairment that represents their estimate of incurred 
losses in respect of trade and other receivables. The main components of this allowance are a specifi c loss 
component that relates to individually signifi cant exposures, and a collective loss component established for 
groups of similar assets in respect of losses that have been incurred but not yet identifi ed. The collective loss 
allowance is determined based on historical data of payment statistics for similar fi nancial assets.

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its fi nancial obligations as they fall due. The Group’s 
approach to managing liquidity is to ensure, as far as possible, that it will always have suffi cient liquidity to meet its 
liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or risking 
damage to the Group’s reputation.

Typically the Group ensures that it has suffi cient cash on demand to meet expected operational expenses for a 
period of 30 days, including the servicing of fi nancial obligations; this excludes the potential impact of extreme 
circumstances that cannot reasonably be predicted.

Market risk

Market risk is the risk that changes in market prices, such as interest rates and equity prices, will affect the Group’s 
income or the value of its holdings of fi nancial instruments. The objective of market risk management is to manage 
and control market risk exposures within acceptable parameters, while optimizing the return.

Price risk

The Group is not exposed to any material price risk.

Currency risk

The Group is not exposed to currency risk as as all sales, purchases and borrowings are denominated in the 
Australian dollar (AUD).

Interest rate risk

The Group adopts a policy of ensuring that approximately 75% of its exposure to changes in interest rates on 
borrowings is on a fi xed basis. 

Capital management

The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confi dence 
and to sustain future development of the business. The Board of Directors monitors the return on capital, which 
the Group defi nes as net operating income divided by total shareholders equity.
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6.  Segment reporting
Business segments

The Group comprises the following main business segments:

 Liquid waste  Hazardous waste

 Solid waste  Industrial services

Geographical segments

The Group operates in one geographical segment, Australia.

  Liquid  Hazardous Solid Industrial Eliminations Consolidated
  waste waste waste services

2008 $’000 $’000 $’000 $’000 $’000 $’000

External revenues 10,656 9,210 7,139 6,645 - 33,650

Inter-segment revenues - - - - - -

Segment revenue 10,656 9,210 7,139 6,645 - 33,650

     

Segment result 4,588 4,008 2,774 2,683 - 14,053

Unallocated revenues      -

Unallocated expenses      (3,281)

Earnings before interest 
and taxes      10,772

Finance costs      (1,360)

Income tax expense      (3,170)

Profi t for the period      6,242

      

Segment assets 18,794 26,400 14,656 23,148 (25,534) 57,464

Unallocated assets - - - - - -

Total assets      57,464

      

Segment liabilities 6,146 6,637 5,403 6,188 - 24,374

Unallocated liabilities - - - - - -

Total liabilities      24,374

      

Capital expenditure 3,121 1,681 1,624 3,170 - 9,596

Depreciation 592 1,061 401 780 - 2,834

Notes to the fi nancial statements continued...
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  Liquid  Hazardous Solid Industrial Eliminations Consolidated
  waste waste waste services

2007 $’000 $’000 $’000 $’000 $’000 $’000

External revenues 6,187 8,228 1,685 3,908 - 20,008

Inter-segment revenues - - - - - -

Segment revenue 6,187 8,228 1,685 3,908 - 20,008

      

Segment result 2,559 3,962 393 1,075 - 7,989

Unallocated revenues      7

Unallocated expenses      (757)

Results from operating 
activities      7,239

Net fi nance costs      (333)

Income tax expense      (839)

Profi t for the period      6,067

      

Segment assets 6,694 6,055 14,969 9,127 (23,446) 13,399

Unallocated assets      27,732

Total assets      41,131

      

Segment liabilities (53) (2,042) 995 2,362 2,088 3,350

Unallocated liabilities      13,291

Total liabilities      16,641

      

Capital expenditure 3,042 1,638 1,583 3,090 - 9,354

Depreciation 467 555 136 424 41 1,681
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7. Acquisitions of subsidiaries and business assets
Business combinations

AGR Science and Technology Pty Ltd

On 8 October 2007 the Group acquired all of the assets in AGR Science and Technology Pty Ltd for $3,100,000 in 
cash. A performance bonus of $1,500,000 was paid to the vendors on 6 June 2008 by way of the issue of 648,648 
ordinary shares at $1.85 each and $300,000 cash and this formed part of the total purchase consideration.

AGR Science and Technology Pty Ltd operate a licensed liquid waste treatment facility in Cooper Plains, 
Queensland. 

In the 9 months since acquisition to 30 June 2008, the AGR Science and Technology business contributed profi t 
of approximately $594,000. If this acquisition had occurred on 1 July 2007, management estimates that they 
would have contributed approximately $900,000 to the net profi t of the Group.

The acquisition has had the following effect on the Group’s assets:

Asset description Fair value
    $’000

Property, plant and equipment 1,000

Goodwill* 3,600

Total purchase price 4,600

Wastestream Corporation Pty Ltd

On 1 November 2007 the Group acquired the assets in Wastestream Corporation Pty Ltd for $368,637 in cash. A 
performance bonus of $300,000 was paid to the vendors on 6 June 2008 by way of the issue of 81,081 ordinary 
shares at $1.85 each and a cash payment of $150,000 and this formed part of the total purchase consideration.

Wastestream Corporation Pty Ltd is a waste management consultancy company.

In the 8 months since acquisition to 30 June 2008, the Wastestream business contributed profi t of approximately 
$104,000. If this acquisition had occurred on 1 July 2007, management estimates that they would have contributed 
approximately $400,000 to the net profi t of the Group.

The acquisition has had the following effect on the Group’s assets:

Asset description Fair value
    $’000

Property, plant and equipment 68

Goodwill* 600

Total purchase price 668

Karratha Mini Skips

On 15 January 2008 the Group acquired the assets in Karratha Mini Skips for $2.1M comprising $1.85M in cash 
and the balance of $250,000 in fully paid ordinary shares in the Company (125,000 shares at $2 each). 

Karratha Mini Skips is a waste management company providing solid waste collection and disposal services to 
the Karratha and Dampier regions of Western Australia.

In the 5.5 months since acquisition to 30 June 2008, the Karratha Mini Skips business contributed profi t of 
approximately $200,000. If this acquisition had occurred on 1 July 2007, management estimates that they would 
have contributed approximately $450,000 to the net profi t of the Group.

Notes to the fi nancial statements continued...
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The acquisition has had the following effect on the Group’s assets:

Asset description Fair value
    $’000

Property, plant and equipment 602

Goodwill* 1,498

Total purchase price 2,100

In determining estimated full year profi t contributions, management has assumed that the fair value adjustments 
that arose on the date of acquisition would have been the same if the acquisition occurred on 1 July 2007.

*Management believes that Goodwill comprises the business name and business licenses, together with the 
synergies expected to be achieved from integrating the business into the Group’s existing business segments. 
Initial accounting for this business combination has, however, been determined provisionally an d will be completed 
within 12 months of the acquisition date as allowed by AASB 3 Business Combinations. 

8.  Revenue
 Consolidated Company

 2008 2007 2008 2007
 $’000 $’000 $’000 $’000

Services rendered  33,650 20,008 - -

9. Other income
Other income  - 7 - 16

    - 7 - 16

    

10. Personnel expenses
Wages and salaries  6,439 3,369 945 533

Other associated personnel expenses  262 91 65 9

Contributions made to defi ned 
contribution plans  583 303 91 48

Increase in liability for annual leave 
and long service leave  183 118 80 32

Cash settled share based 
payment transactions 23 469 151 469 151

    7,936 4,032 1,650 773
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11. Finance income and expense
Recognised in profi t and loss

 Consolidated Company

 2008 2007 2008 2007
 $’000 $’000 $’000 $’000

Interest income on bank deposits  111 85 98 75

Finance income  111 85 98 75

Interest expense on fi nancial liabilities 
measured at amortised cost  (1,360) (418) (1,347) (400)

Finance expense  (1,360) (418) (1,347) (400)

Net finance income and expense  (1,249) (333) (1,249) (325)

12. Income tax expense
Current tax expense    

Current period  (2,979) (1,006) (2,979) (1,006)

Deferred tax expense  (191) 167 (191) 167

Origination and reversal of temporary differences - - - -

Income tax expense from continuing operations (3,170) (839) (3,170) (839)

Deferred tax assets  157 276 157 276

Deferred tax liabilities  (45) (109) (45) (109)

Current tax payable  (1,846) (1,300) (1,846) (1,300)

Numerical reconciliation between tax expense and pre-tax accounting profi t

 Consolidated Company

 2008 2007 2008 2007
 $’000 $’000 $’000 $’000

Profi t for the period  9,412 6,906 (2,026) (1,083)

Total income tax expense  (3,170) (839) (3,170) (839)

Profi t excluding income tax  6,242 6,067 (5,196) (1,922)

Income tax using the Company’s 
domestic tax rate of 30%  2,824 2,072 (608) (325)

Non-deductible expenses  165 (167) 165 (167)

Recognition of previously unrecognised 
tax losses  181 (1,066) 3,613 1,331

    3,170 839 3,170 839

No income tax has been recognised directly in equity during the period (2007: nil).

Notes to the fi nancial statements continued...
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 Cash and cash equivalents
 Consolidated Company

 Note 2008 2007 2008 2007
  $’000 $’000 $’000 $’000

Bank balances  1,603 2,879 993 2,704

Cash and cash equivalents in the cash 
flow statement  1,603 2,879 993 2,704

 Reconciliation of cash fl ows from 
operating activities
Profi t for the period  6,242 6,067 (5,196) (1,922)

Adjustments for:     

Depreciation  2,834 1,681 73 40

Profi t/(loss) on sale of fi xed assets  (22) (64) 5 (15)

Equity settled share based 
payment transactions 23 469 152 469 152

Assets written off  - - - 

Operating profi t before changes in 
working capital and provisions  9,523 7,836 (4,649) (1,745)

Change in trade and other receivables  (3,536) (2,191) 10 2

Change in inventories  17 (77) - -

Change in prepayments  (136) (63) (286) (34)

Change in trade and other payables  184 911 (59) (89)

Change in provisions  183 118 79 32

Change in tax assets and liabilities  601 839 601 839

Net cash from operating activities  6,838 7,373 (4,304) (995)

14. Trade and other receivables
Trade receivables  8,148 4,620 - -

Promissory note  386 387 386 387

Loans to subsidiaries  - - - -

Other receivables  50 41 22 32

    8,584 5,048 408 419

The Group’s exposure to credit risks and impairment losses related to trade and other receivables are disclosed 
in note 24. 

13a.

13b.
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15. Inventories
 Consolidated Company

 2008 2007 2008 2007
 $’000 $’000 $’000 $’000

Raw materials and consumables  71 88 - -

    71 88 - -

16. Other investments
Investments in subsidiaries  - - 27,498 26,099

Investments in other entities  43 9 43 9

    43 9 27,541 26,108

17. Property, plant and equipment
 Consolidated Company

 Land and  L/hold Plant and Total Land and L/hold Plant and Total
 buildings improv’ts  equip’t   buildings improv’ts equip’t  
Cost or    (inc motor
deemed cost   vehicles)       

 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000

Balance at 1 
July 2007 2,007 221 18,666 20,894 - - 335 335

Additions 2,577 29 6,852 9,458 2,577 29 315 2,921

Disposals - - (37) (37) - - (137) (137)

Acquisitions 
through business 
combinations - - 1,445 1,445 - - - -

Balance at 
30 June 2008 4,584 250 26,926 31,760 2,577 29 513 3,119

Balance at 
1 July 2006 967 211 10,298 11,476 - - 252 335

Additions 1,040 10 1,868 2,918 - - 163 163

Disposals - - - - - - (80) (80)

Acquisitions 
through business 
combinations - - 6,500 6,500 - - - -

Balance at 
30 June 2007 2,007 221 18,666 20,894 - - 335 335

Notes to the fi nancial statements continued...
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   Consolidated Company

 Land and  L/hold Plant and Total Land and L/hold Plant and Total
 buildings improv’ts  equip’t   buildings improv’ts equip’t
Accumulated   (inc motor
depreciation   vehicles)

 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000

Balance at 
1 July 2007 228 84 5,274 5,586 - - 139 139

Depreciation 
for the year 91 13 2,730 2,834 - 3 70 73

Disposals and 
write (downs)/ups (47) (21) 42 (26)  5 (35) (30)

Balance at 
30 June 2008 272 76 8,046 8,394 - 8 174 182

Balance at 
1 July 2006 130 61 3,714 3,905 - - 142 142

Depreciation 
for the year 98 23 1,560 1,681   40 40

Disposals and 
write (downs)/ups - - - -   (43) (43)

Balance at 
30 June 2007 228 84 5,274 5,586   139 139

 Consolidated Company

 Land and  L/hold Plant and Total Land and L/hold Plant and Total
 buildings improv’ts  equip’t   buildings improv’ts equip’t
Carrying   (inc motor
amounts   vehicles)

 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000

At 1 July 2007 1,779 137 13,392 15,308 - - 196 196

At 30 June 2008 4,312 174 18,880 23,366 2,577 21 339 2,937

At 1 July 2006 837 150 6,584 7,571 - - 110 110

At 30 June 2007 1,779 137 13,392 15,308 - - 196 196

Leased plant and machinery

The Group leases some vehicles under a number of fi nance lease agreements and some leases provide the Group 
with the option to purchase the equipment at a benefi cial price at the end of the lease term. The leased vehicles 
secures the lease obligations. 

Security

At 30 June 2008 all of the property, plant and equipment is subject to a fi xed and fl oating charge to secure bank 
debt. 
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18. Intangibles
 Consolidated Company

 2008 2007 2008 2007
Goodwill $’000 $’000 $’000 $’000

Balance at 1 July  17,241 2,175 - -

Acquisitions through business combinations  6,047 15,066 - -

Balance at 30 June  23,288 17,241 - -

As prescribed by AASB 138, goodwill is not amortised. Rather it is tested for indications of impairment on an 
annual basis. No impairment losses were recognised against goodwill during the fi nancial year (2007: nil).

Impairment testing for goodwill

For the purpose of impairment testing, goodwill is allocated to the Group’s operating divisions (which happen to 
be each separate subsidiary) which represents the lowest level within the Group at which goodwill is monitored 
for management purposes.

The aggregate carrying amounts of goodwill allocated to each division (subsidiary) are as follows:

 Consolidated Company

 2008 2007 2008 2007
Goodwill $’000 $’000 $’000 $’000

Oil Energy Corporation Pty Ltd  575 575 - 

Waste Services Australia Pty Ltd  10,594 10,580 - 

Tox Free (Henderson) Pty Ltd ATF 
The Specialized Tank Cleaning Unit Trust  3,214 3,214 - 

Grimefi ghters Fluidclean Pty Ltd  1,294 1,294 - 

Tox Free Industrial Solutions Pty Ltd*  1,578 1,578 - 

Tox Free (Karratha) Pty Ltd  1,602 - - 

Tox Free (Queensland) Pty Ltd  4,431 - - 

    23,288 17,241 - 

*The industrial services division commenced operating out of the Tox Free (Kwinana) Pty Ltd entity from 1 May 
2008 and the goodwill shown above is attributable to that division.

The recoverable amount of goodwill is based on its value in use. Value in use has been determined by discounting 
the future cash fl ows generated from the continuing use of the unit.

19. Trade and other payables
 Consolidated Company

 2008 2007 2008 2007
 $’000 $’000 $’000 $’000

Trade payables  1,916 1,969 54 36

Loans from subsidiaries  -  86 2,088

Non-trade payables and accrued expenses  1,643 1,420 203 280

    3,559 3,389 343 2,404

The Group’s exposure to liquidity risk related to trade payables is disclosed in note 24.

Notes to the fi nancial statements continued...
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20. Loans and borrowings
This note provides information about the contractual terms of the Company’s and Group’s interest bearing loans 
and borrowings, which are measured at amortised cost. For more information about the Company’s and Group’s 
exposure to interest rate and liquidity risk, see note 24.

 Consolidated Company

 2008 2007 2008 2007
Current $’000 $’000 $’000 $’000

Secured bank loans  1,844 - 1,844 -

Finance lease liabilities  81 39 37 -

    1,925 39 1,881 -

    

 Consolidated Company

 2008 2007 2008 2007
Non-current $’000 $’000 $’000 $’000

Secured bank loans  16,365 11,505 16,365 11,505

Finance lease liabilities  195 44 157 -

    16,560 11,549 16,522 11,505

Total   18,485 11,588 18,403 11,505

Terms and repayment schedule

Terms and conditions of outstanding loans were as follows:

 Consolidated

 Carrying amount

 Currency Nominal Year of 2008 2007
  interest rate  maturity 

  %  $’000 $’000

Secured bank loan 
(commercial bill) AUD 7.39 2010 4,000 2,505

Secured bank loan 
(commercial bill) AUD 6.98 2010 9,000 9,000

Secured bank loan 
(commercial bill) AUD 7.75 2011 2,850 -

Secured bank loan 
(commercial bill) AUD 7.08 2011 2,359 -

Finance lease liabilities AUD 8 – 10   2008 - 2012 276 83

    18,485 11,588

   



48

Finance and lease liabilities

Finance lease liabilities of the Group are as follows:

 Consolidated Company

 Future   Interest PV of  Future Interest PV of
 minimum  minimum minimum   minimum  
 lease  lease lease  lease
 payments  payments payments  payments

2008 $’000 $’000 $’000 $’000 $’000 $’000

< 1 year 101 20 81 47 16 31

1 – 5 years 249 54 195 201 44 157

> 5 years - - - - - -

 350 74 276 248 60 188

      

 Consolidated Company

 Future   Interest PV of  Future Interest PV of
 minimum  minimum minimum   minimum  
 lease  lease lease  lease
 payments  payments payments  payments

2007 $’000 $’000 $’000 $’000 $’000 $’000

< 1 year 51 12 39 - - -

1 – 5 years 45 1 44 - - -

> 5 years   - - - -

 96 13 83 - - -

      

21. Employee benefi ts
 Consolidated Company

 2008 2007 2008 2007
Current $’000 $’000 $’000 $’000

Liability for annual leave and long 
service leave (including on-costs)  439 255 139 60

Total employee benefits  439 255 139 60

The Group makes contributions to defi ned contribution superannuation plans only and no defi ned benefi t plans 
were sponsored by the Group.

Notes to the fi nancial statements continued...
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22. Capital and reserves

Reconciliation of movement in capital and reserves

  Share Revaluation Share based Retained Total
  capital  reserve  payment earnings 
   reserve

2008 Note $’000 $’000 $’000 $’000 $’000

Balance at 1 July 2007  27,395 - 151 (3,056) 24,490

Issue of ordinary shares  1,891 - -  1,891

Share-based payments 23 - - 469  469

Total recognised 
income and expense  - - - 6,242 6,242

Balance at 30 June 2008  29,286 - 620 3,186 33,091

      

  Share Revaluation Share based Retained Total
  capital  reserve  payment earnings 
   reserve

2008 Note $’000 $’000 $’000 $’000 $’000

Balance at 1 July 2006  22,906 - - (9,123) 13,783

Issue of ordinary shares  4,489 - - - 4,489

Share-based payments 23 - - 151  151

Total recognised 
income and expense  - - - 6,067 6,067

Balance at 30 June 2007  27,395 - 151 (3,056) 24,490
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Share capital issued

 Number Amount

 2008 2007 2008 2007 
Company shares shares $’000 $’000

On issue at 1 July 68,618,612 65,118,612 27,395 22,906

Share issues:    

04/08/06 500,000 shares at 88 cents (before 
8:1 share consolidation) each issued 
to the vendors of Grimefi ghters 
Fluidclean Pty Ltd - 500,000 - 440

19/02/07 3,000,000 shares at $1.35 each issued to 
the vendors of Kimberley Waste Services - 3,000,000 - 4,049

26/07/07 25,000 share options 
exercised at $1.06 each 25,000 - 26 -

26/10/07 10,000 share options 
exercised at $1.75 each 10,000 - 18 -

07/01/08 30,000 share options 
exercised at $1.75 each 30,000 - 53 -

21/01/08 15,000 share options 
exercised at $1.75 each 15,000 - 26 -

21/01/08 125,000 shares at $2.00 each issued 
to the vendors of Karratha Mini Skips 
as part payment for the business assets 125,000 - 250 -

06/02/08 81,250 share options 
exercised at $0.71 each 81,250 - 58 -

17/03/08 9,375 share options 
exercised at $0.48 each 9,375 - 4 -

17/03/08 6,250 share options 
exercised at $0.64 each 6,250 - 4 -

06/06/08 729,729 shares (in total) at $1.85 each 
issued to the vendors of AGR Science and 
Technology and Wastestream Corporation 729,729 - 1,350 -

16/06/08 9,375 share options 
exercised at $0.48 each 9,375 - 5 -

16/06/08 6,250 share options 
exercised at $0.64 each 6,250 - 4 -

19/06/08 75,000 share options 
exercised at $0.64 each 75,000 - 48 -

19/06/08 93,750 share options 
exercised at $0.48 each 93,750 - 45 -

On issue at 30 June 69,834,591 68,618,612 29,286 27,395

The Company also has share options on issue (see note 23). 

Notes to the fi nancial statements continued...
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Terms and conditions of ordinary shares

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to 
one vote per share at meetings of the Company.

Nature and purpose of reserves

Revaluation reserve

The revaluation reserve relates to the revaluation of property, plant and equipment.

Share based payment reserve

The share based payment reserve relates to the amount expensed in relation to share options issued to employees 
as determined by the option valuation model (see note 23).

23. Share based payments
The Company has established an employee share option program that entitles key management personnel and 
senior employees to purchase shares in the Company. 

Options on issue at period end

The terms and conditions of grants still not exercised at year end are as follows: all options are to be settled by 
physical delivery of shares.

 Number of  Vesting conditions Exercise Contractual
 options   price life
Grant date / employees entitled   $ Years

16/03/06 Issued to employees on  431,250 Vest evenly over the 1.04 3
16/03/06 and announced  431,250 contractual life of 1.08 3
on 17/02/06

 443,750   
the option

 1.12 3

23/08/07 Issued to key management  137,500 1/3rd vest immediately, 1.55 3
employees and senior   147,500 1/3rd vest after 12 months 1.65 3
employees as announced 

 240,000   
of continuous service and 

1.75 3
on 23/08/07

 177,500 
 the remainder vest after 24

  1.80 3

 335,000 
months continuous service

 1.90 3

 430,000  2.20 3

  2,773,750   

Movement during the period

The number and exercise prices of share options are as follows:

 2008 2007

 Weighted average  Number of Weighted average Number of
 exercise price  options exercise price options
 $  $ 

Outstanding at 1 July  1,678,125  1,734,375

Forfeited during the period  (733,125)  (56,250)

Exercised during the period  361,250  -

Granted during the period  1,467,500  -

Outstanding at 30 June 1.47 2,773,750 1.08 1,678,125

Information pertaining to the options outstanding at 30 June 2008 can be seen in the fi rst table.
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Valuation of share options

The fair value of services received in return for share options granted during the period is based on the fair value 
of share options granted, measured using the binomial lattice model, incorporating the probability of the relative 
total shareholder return vesting condition being met, with the following inputs:

 2008

Model input  

Underlying share price $2.19

Expected volatility 40%

Contractual life 1,285 days

Expected dividends Nil

Risk free rate of return 6.875%

The fair value of share options issued during the period at grant date is as follows:

 2008

  Fair value
Option issue  (each)
  $

23/08/07 137,500 options 1.116

23/08/07 147,500 options 1.066

23/08/07 240,000 options 1.017

23/08/07 177,500 options 0.995

23/08/07 335,000 options 0.949

23/08/07 430,000 options 0.827

During the year $468,556 was expenses as share based payments (2007: $151,000).

24. Financial instruments
Credit risk

Exposure to credit risk

The carrying amount of the Group’s fi nancial assets represents the maximum credit exposure. The Group’s 
maximum exposure to credit risk at reporting date was:

 Carrying amount

 2008 2007
Current $’000 $’000

Loans and receivables 8,584 5,048

Cash and cash equivalents 1,603 2,879

 10,187 7,927

The Group’s maximum exposure to credit risk for trade receivables at the reporting date was all attributable to 
Australian customers. No collateral is held as security for this credit risk.

Notes to the fi nancial statements continued...



532008

Annual Report

Impairment losses

The ageing of the Group’s trade receivables at the reporting date was:

 2008 2007

 Gross Impairment Gross Impairment
 $ $ $ $

Not past due 0 – 30 days  4,410 - 2,780 -

Past due 31 – 60 days 2,208 - 1,221 -

Past due 61 – 90 days  943 - 394 -

Past due 91 days and over 587 - 225 -

 8,148 - 4,620 -

The movement in the allowance for impairment in respect of trade receivables during the year was as follows:

 Impairment loss

 2008 2007
Current $’000 $’000

Balance at 1 July - -

Impairment loss recognised - -

Balance at 30 June - -

The impairment loss recognised during the year related to companies who entered administration and were 
wound up and it was not expected that any amounts would be recouped from the Administrator.

Based on historic default rates, the Group believes that no impairment allowance is necessary in respect of trade 
receivables not past due or past due up to 90 days. Amounts due from customers which are past due 91 days 
and over generally relate to customers who are traditional late payers but not an impairment risk.

Liquidity risk

The following are the contractual maturities of fi nancial liabilities of the Group, including estimated interest 
payments and excluding the impact of netting agreements:

 Carrying  Contractual Within 1 – 5
 amount cash fl ows 12 months years
2008 $’000 $’000 $’000 $’000

Secured bank loans 18,209 18,270 1,850 16,420

Finance lease liabilities 276 350 101 243

Trade and other payables 3,559 3,559 3,559 -

 22,044 22,179 5,510 16,663

 Carrying  Contractual Within 1 – 5
 amount cash fl ows 12 months years
2007 $’000 $’000 $’000 $’000

Secured bank loans 11,505 11,505 - 11,505

Finance lease liabilities 83 96 51 45

Trade and other payables 3,389 3,389 3,389 -

 14,977 14,990 3,440 11,550

Currency risk

The Group does not have any material exposure to foreign currency risk as they trade in Australian dollars.
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Interest rate risk

At the reporting date the interest rate profi le of the Group’s interest bearing fi nancial instruments was:

 Consolidated Carrying amount Company Carrying amount

 2008 2007 2008 2007
Fixed rate instruments $’000 $’000 $’000 $’000

Financial assets - - - -

Financial liabilities (11,850) (9,000) (11,850) (9,000)

 (11,850) (9,000) (11,850) (9,000)

The weighted average interest rate during the fi nancial year was 7.69% (2007: 7.06%).

 Consolidated Carrying amount Company Carrying amount

 2008 2007 2008 2007
Variable rate instruments $’000 $’000 $’000 $’000

Financial assets 1,603 2,879 993 2,704

Financial liabilities (6,690) (4,083) (6,608) (4,000)

 (5,087) (1,204) (5,615) (1,296)

Fair value sensitivity analysis

The Group’s fi nancial instruments are non-derivate fi nancial instruments and approximately 75% of the value is 
at a fi xed interest rate for a term of 3 years. The below sensitivity analysis has been prepared for the total debt 
despite the fact that 75% of the debt is not sensitive to interest rate change.

A change of 100 basis points in interest rates would have increased or decreased the Group’s equity by $145,000 
(2007: $51,000) and increased or decreased the Company’s equity by the same amount.

Fair values

Fair values versus carrying amounts

The fair values of fi nancial assets and liabilities, together with the carrying amounts shown in the balance sheet, 
are as follows:

 2008 2007

 Carrying amount Fair value Carrying amount Fair value
Consolidated $’000 $’000 $’000 $’000

Loans and receivables 8,584 8,584 5,048 5,048

Cash and cash equivalents 1,603 1,603 2,879 2,879

Secured bank loans (18,216) (18,216) (11,505) (11,505)

Finance lease liabilities (270) (270) (83) (83)

Trade and other payables (3,559) (3,559) (3,389) (3,389)

 (11,858) (11,858) (7,050) (7,050)

 2008 2007

 Carrying amount Fair value Carrying amount Fair value
Company $’000 $’000 $’000 $’000

Loans and receivables - - - -

Cash and cash equivalents 993 993 2,704 2,704

Secured bank loans (18,216) (18,216) (11,505) (11,505)

Finance lease liabilities (226) (226) - -

Loans to (from) subsidiaries (86) (86) (2,088) (2,088)

Trade and other payables (257) (257) (36) (36)

 (17,792) (17,792) (10,925) (10,925)

The basis for determining fair values is disclosed in note 4.

Notes to the fi nancial statements continued...



552008

Annual Report

Interest rates used for determining fair value

The interest rates used to discount estimated cash fl ows, where applicable, are based on the Government yield 
curve at the reporting date and were as follows:

 2008 2007

Loans and borrowings 6.98% - 7.75% 6.9%

Leases 6.0% - 10.0% 10%

25. Operating leases
Non-cancellable operating lease rentals are payable as follows:

 Consolidated Company

 2008 2007 2008 2007
 $’000 $’000 $’000 $’000

Less than one year  399 257 80 23

Between one and fi ve years  1,597 1,026 320 91

More than fi ve years  - - - -

    1,996 1,283 400 114

The Group leases a number of warehouse and offi ce facilities under operating lease as well as crown land from 
the Department for Planning and Infrastructure (a department of the State Government of Western Australia). 
Leases typically run for a period of between 3 and 5 years with an option to renew the lease after that date. Lease 
payments are generally increased in line with CPI on an annual basis or as and when required. During the year 
ended 30 June 2008 $283,961 was recognised as an expense in the income statement in respect of operating 
leases (2007: $141,574).

26. Capital and other commitments
The Group (and Company) was not committed to any capital expenditure or other expenditure at 30 June 2008 
(2007: nil).

27. Contingencies
In April 2001 the Company acquired ELI Eco Logic Australia Pty Ltd (now known as Tox Free (Kwinana) Pty Ltd). 
Pursuant to the agreement upon acquisition, the Company has an obligation to remediate contaminated soil on 
the Kwinana site to decontaminate equipment and to treat and dispose of accumulated waste produced by the 
vendor of the business. This must be done before Tox Free (Kwinana) Pty Ltd vacates the site.

Most of the site has now been remediated; however the estimated cost to the Company to treat the known 
remaining contaminated soil, decontaminate equipment and treat accumulated waste is approximately $682,500. 
This estimate was prepared as part of the negotiations with the vendor upon acquisition and was based on 
general methods for valuing potential environmental liabilities.

There is no set time frame for treatment of this soil.

The directors are of the opinion that a provision is not required for this amount as the amount is not capable of 
reliable measurement.

Apart from those contingencies detailed above, there are no further contingent assets and/or liabilities at the 
reporting date.



56

28. Related parties
Key management personnel compensation 

The key management personnel compensation is as follows:

 Consolidated Company

 2008 2007 2008 2007
 $’000 $’000 $’000 $’000

Short term employee benefi ts  620 406 620 406

Other long term benefi ts  - - - -

Post-employment benefi ts  40 14 40 14

Termination benefi ts  - - - -

Share-based payments  - 48 - 48

    660 468 660 468

Note that there were no personnel in addition to the Directors who are considered to be captured under the key 
management personnel category.

Individual directors and executives compensation disclosures

Information regarding individual directors and executives compensation and some equity instruments disclosures 
as permitted by Corporations Regulation 2M.3.03 is provided in the remuneration report section of the directors’ 
report.

Apart from the details disclosed above, no director has entered into a material contract with the Group since the 
end of the previous fi nancial year and there were no material contracts involving director’s interests existing at 
year end.

Loans to key management personnel and their related parties

No loans were made to key management personnel and/or their related parties during the year and there were no 
loans outstanding at year end (2007: nil).

Other key management personnel disclosures

There were no other transactions with key management personnel during the year and there were no balances 
outstanding at year end (2007: nil).

Options and rights over equity instruments

The movement during the reporting period in the number of options over ordinary shares in Tox Free Solutions 
Limited held, directly, indirectly or benefi cially, by each key management person, including their related parties, is 
as follows:

 Held at   Granted as  Exercised Other Held at Vested Vested and
 1 July compensation  changes* 30 June  during  exercisable 
 2007    2008 the year at 30 June  
Directors       2008

D Wood - - - - - - -

S Gostlow 393,750 - 56,250 - 337,500 - 337,500

M Humphris - - - - - - -

R Allen - - - - - - -

W Rees - - - - - - -

G Styles 362,500 - - - 362,500 - 362,500

 756,250  56,250  700,000  700,000

*Other changes represent options that expired or were forfeited during the year.

Notes to the fi nancial statements continued...
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 Held at   Granted as  Exercised Other Held at Vested Vested and
 1 July compensation  changes* 30 June  during  exercisable 
 2006    2007 the year at 30 June  
Directors       2007

I Burton - - - - - - -

S Gostlow 393,750 - - - 393,750 281,250 281,250

M Humphris - - - - - - -

R Allen - - - - - - -

W Rees - - - - - - -

 393,750 - - - 393,750 281,250 281,250

No options were held by key management person related parties.

No options held by key management personnel are vested but not exercisable at 30 June 2007 or 2008.

Movements in shares

The movement during the reporting period in the number of ordinary shares in Tox Free Solutions Limited held, 
directly, indirectly or benefi cially, by each key management person, including their related parties, is as follows:

 Held at  Purchases Received on  Sales Held at  
Directors 1 July 2007  exercise of options  30 June 2008

D Wood 230,000 - - - 230,000

S Gostlow 875,000 - 56,250 - 931,250

M Humphris 2,710,844 - - 135,844 2,575,000

R Allen 117,944 - - - 117,944

W Rees 2,000,000 - - - 2,000,000

G Styles 125,000 - - - 125,000

 Held at  Purchases Received on  Sales Held at  
Directors 1 July 2006  exercise of options  30 June 2007

I Burton* 2,149,419 - - - 2,149,419

S Gostlow 875,000 - - - 875,000

M Humphris 2,710,844 - - - 2,710,844

R Allen 117,944 - - - 117,944

W Rees - 2,000,000 - - 2,000,000

No shares were granted to key management personnel during the reporting period as compensation (2007: nil). 
No shares were held by related parties of key management personnel.

*Ian Burton retired in March 2008
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Changes in key management personnel in the period after the reporting date and prior to the date 
when the fi nancial report is authorized for issue

There have been no changes in key management personnel in the period after the reporting date and prior to the 
date when the fi nancial report is authorized for issue.

Non-key management personnel disclosures

Refer to note 29 for details of companies within the Group.

Subsidiaries

Loans and made by the Company to wholly owned subsidiaries for capital purchases and general operating 
expenditure. Loans outstanding between the Company and its subsidiaries have no fi xed date of repayment and 
are non-interest bearing.

Intra group transactions have been eliminated and are not disclosed as related party transactions in the consolidated 
fi nancial statements, as are all loan balances.

Other related parties

There have been no transactions with other related parties during the period and there were no balances 
outstanding at period end (2007: nil).

29. Group entities
Parent and ultimate controlling entity

The parent and ultimate controlling entity is Tox Free Solutions Limited, incorporated in Australia.

Signifi cant subsidiaries

 Country of incorporation Ownership interest

Subsidiary  2008 2007

Tox Free (Kwinana) Pty Ltd Australia 100% 100%

Oil Energy Corporation Pty Ltd Australia 100% 100%

Tox Free Industrial Solutions Pty Ltd Australia 100% 100%

Tox Free (Henderson) Pty Ltd ATF 
The Specialized Tank Cleaning Unit Trust Australia 100% 100%

Specialized Investments Pty Ltd* Australia 100% 100%

Grimefi ghters Fluidclean Pty Ltd Australia 100% 100%

Waste Services Australia Pty Ltd Australia 100% 100%

Tox Free (Queensland) Pty Ltd Australia 100% -

Tox Free (Karratha) Pty Ltd Australia 100% -

Tox Free (New South Wales) Pty Ltd Australia 100% -

*Dormant entity

In the fi nancial statements of the Company investments in subsidiaries are measured at cost.

Notes to the fi nancial statements continued...
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30. Subsequent events
On 1 July 2008 the directors of the Company signed a binding sale agreement to acquire 100% of the share 
capital of Barry Bros. Specialised Services (Barry Bros) from Programmed Maintenance Services Limited (PMS) 
for $25 million in cash.

Barry Bros is one of the largest industrial services companies in Australia with ten strategically located operations 
throughout the eastern states.

The combined services of the Company and Barry Bros will create one of Australia’s leading industrial services 
and waste management companies.

On 11 August 2008 the Company announced the opening of its fi rst New South Wales waste management 
facility based in St Mary’s, Sydney. The facility is licensed to manage a broad range of hazardous and industrial 
waste produced by industry, government and commercial sectors. The site will complement the industrial services 
offered by Barry Bros. to offer integrated industrial and waste management services to the manufacturing and 
industrial sector.

The purchase of the land at St Mary’s, including all buildings, plant and equipment was $2.2 million. The site is 
purpose built for the Company’s operations and the directors expect the facility to provide signifi cant return to 
shareholders in the long term.

Other than the matter discussed above, there has not arisen in the interval between the end of the fi nancial year 
and the date of this report any item, transaction or event of a material or unusual nature likely, in the opinion of the 
directors of the Company, to affect signifi cantly the operations of the Group, the results of those operations, or the 
state of affairs of the Group, in future fi nancial years.

31. Auditor’s remuneration
 Consolidated Company

 2008 2007 2008 2007
 $’000 $’000 $’000 $’000

Audit services    

Auditors of the Company    

Nexia ASR Chartered Accountants    

Audit and review of the financial reports  34 29 34 29

The Group did not engage the auditors of the Company to provide any other material services during the year 
(2007: nil).



60 2008

1. In the opinion of the directors of Tox Free Solutions Limited (the “Company”):

(a) the fi nancial statements and notes and the remuneration disclosures that are contained in the remuneration 
report in the directors’ report, set out on pages 16 to 18, are in accordance with the Corporations Act 2001, 
including:

(i) giving a true and fair view of the Company’s and the Group’s fi nancial position as at 30 June 2008 and of their 
performance, for the fi nancial year ended on that date; and

(ii) complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and the 
Corporations Regulations 2001;

(b) the remuneration disclosures that are contained in the remuneration report in the directors’ report comply with 
Australian Accounting Standard AASB 124 Related Party  Disclosures, the Corporations Act 2001 and the 
Corporations Regulations 2001; and

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

2. The directors have been given the declarations required by section 295A of the 
Corporations Act 2001 from the Chief Executive Offi cer and Chief Financial Offi cer for 
the fi nancial year ended 30 June 2008.

Signed in accordance with a resolution of directors:

Dated at Perth on this the 26th day of September 2008.

 

Douglas Wood

Chairperson

 

Directors’ declaration
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Independent auditor’s report
to the members of Tox Free Solutions Limited
Report on the Financial Report
We have audited the accompanying fi nancial report of Tox Free Solutions Limited (the company) and Tox Free Solutions 
Limited and Controlled Entities (the consolidated entity), which comprises the balance sheet as at 30 June 2008, and the 
income statement, statement of changes in equity and cash fl ow statement for the year ended on that date, a summary 
of signifi cant accounting policies and other explanatory notes and the directors’ declaration of the consolidated entity 
comprising the company and the entities it controlled at the year’s end or from time to time during the fi nancial year.

As permitted by the Corporations Regulations 2001, the company has disclosed information about the remuneration 
of directors and executives (remuneration disclosures), required by Accounting Standard AASB 124: Related Party 
Disclosures, under the heading ‘Remuneration Report’ in directors’ report and not in the fi nancial report.

Directors’ Responsibility for the Financial Report 

The directors of the company are responsible for the preparation and fair presentation of the fi nancial report in accordance 
with Australian Accounting Standards (including the Australian Accounting Interpretations) and the Corporations Act 
2001. This responsibility includes establishing and maintaining internal control relevant to the preparation and fair 
presentation of the fi nancial report that is free from material misstatement, whether due to fraud or error; selecting and 
applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances. 
In Note 2(a), the directors also state, in accordance with Accounting Standard AASB 101: Presentation of Financial 
Statements, that compliance with the Australian equivalents to International Financial Reporting Standards (IFRS) 
ensures that the fi nancial report, comprising the fi nancial statements and notes, complies with IFRS.

The directors also are responsible for preparation and presentation of the remuneration disclosures contained in the 
directors’ report in accordance with the Corporations Regulations 2001.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the fi nancial 
report. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material 
misstatement of the fi nancial report, whether due to fraud or error.

Liability limited by a scheme approved under Professional Standards Legislation other than for the acts or omissions of 
fi nancial services licensees

In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 
presentation of the fi nancial report in order to design audit procedures that are appropriate in the circumstances, but 
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by 
the directors, as well as evaluating the overall presentation of the fi nancial report and the remuneration disclosures in 
the directors’ report. 

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

Auditor’s report
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Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001. We 
confi rm that the independence declaration required by the Corporations Act 2001, provided to the directors of Tox Free 
Solutions Limited on 26 September 2008, would be in the same terms if provided to the directors as at the date of this 
auditor’s report.

Auditor’s Opinion

In our opinion:

a. the fi nancial report of Tox Free Solutions Limited and Tox Free Solutions Limited and Controlled Entities is in 
accordance with the Corporations Act 2001, including:

i. giving a true and fair view of the company’s and consolidated entity’s fi nancial position as at 30 June 2008 and 
of their performance for the year ended on that date; and

ii. complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and the 
Corporations Regulations 2001;

b. the fi nancial report also complies with International Financial Reporting Standards as disclosed in Note 2(a); and

c. the remuneration disclosures that are contained in the directors’ report comply with Accounting Standard AASB 
124.

Nexia ASR

ABN 16 847 721 257 

 

George S Dakis

Partner
Audit & Assurance Services

Melbourne
26 September 2008

Auditor’s report continued...
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Additional information required by the ASX Limited Listing Rules and not disclosed elsewhere in this report is set out 
below.

Shareholdings (as at 31 July 2008)

Substantial shareholders

The number of shares held by substantial shareholders and their associates are set out below:

 Ordinary shares

Shareholder Number of shares

National Nominees Limited 9,240,396

Pengana Holdings Pty Ltd 4,494,993

Fisher Funds Management Limited 3,614,700

Voting rights

There are no restrictions on voting rights attached to ordinary shares. On a show of hands every member present in 
person shall have one vote upon a poll, every member present or by proxy shall have one vote for every share held.

There are no voting rights attached to options.

Distribution of equity security holders

 Ordinary shares

Band of shareholdings (as at 31 July 2008) Number of shareholders

1 – 1,000  501

1,001 – 5,000 1,222

5,001 – 10,000 461

10,001 – 100,000 501

100,001 and over 65

Share options

  Number of holders Expiry date Exercise price
Option issue   $

28/02/07 431,250 options 14 28/02/10 1.04

28/02/07 431,250 options 14 28/02/10 1.08

28/02/07 443,750 options 15 28/02/10 1.12

23/08/07 137,500 options 3 28/02/11 1.55

23/08/07 147,500 options 3 28/02/11 1.65

23/08/07 185,000 options 16 28/02/11 1.75

23/08/07 177,500 options 3 28/02/11 1.80

23/08/07 260,000 options 16 28/02/11 1.90

23/08/07 335,000 options 16 28/02/11 2.20

   

ASX additional information
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On-market buy back
There is no current on-market buy back.

Twenty largest shareholders

 Ordinary shares

Band of shareholdings (as at 31 July 2008) Number of shares % of issued shares

 1 National Nominees Limited 9,240,396 13.23

 2 Cogent Nominees Pty Ltd 5,372,529 7.69

 3 Aust Executor Trustees NSW  Ltd Tea Custodians Limited 3,603,365 5.16

 4 ANZ Nominees Limited 3,324,911 4.76

 5 Mirrabooka Investments Limited 2,762,334 3.95

 6 Dalecross Holdings Pty Ltd 2,000,000 2.86

 7 Horizon Equity Consulting Pty Ltd 1,875,000 2.68

 8 Rosalea Pty Ltd 1,700,000 2.43

 9 Amcil Limited 1,562,334 2.24

 10 JP Morgan Nominees Australia Ltd 1,490,754 2.13

 11 Forbar Custodians Limited 946,736 1.36

 12 Mr Stephen James Gostlow 931,250 1.33

 13 Equity Trustees Limited 860,000 1.23

 14 Keychime Investments Pty Ltd 821.878 1.18

 15 AGR Science and Technology Pty Ltd 648.648 0.93

 16 RJP Family Pty Ltd 600,000 0.86

 17 UBS Nominees Pty Ltd 596,805 0.85

 18 Sandhurst Trustees Limited 586,400 0.84

 19 HSBC Custody Nominees (Australia) Limited 550,580 0.79

 20 Oaktel Investments Pty Ltd 500,000 0.72

ASX additional information continued...
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