


NTA Backing

Current Period Previous
corresponding period

Net tangible asset backing per ordinary

. 52.2 cents 44.6 cents
security

Commentary on the Results for the Period

Refer to the accompanying director’s report, financial statements and notes.

Audit/Review Status

This report is based on accounts to which one of the following applies:

(Tick one)
. The accounts have been subject to
The accounts have been audited K . J
review
The accounts are in the process of The accounts have not yet been
being audited or subject to review audited or reviewed

Financial Statements

Refer to the accompanying director’s report, financial statements and notes.

By Order of the Board
Bryan Dulhunty
Company Secretary
11 August 2016
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1300SMILES Limited
Letter from the Managing Director
30 June 2016

The dental market remains somewhat confused by the activity of private health insurers, private equity
firms and other players with shallow roots in the dental industry. 1300SMILES plays a long game and we
will wait until the acquisition opportunities are better. | speculate that the current market conditions will
create significant opportunities for us in the foreseeable future.

2016 was a year in which much of our profit growth came from internal improvements--an achievement of
which all our staff should be proud. Our relentless focus on costs and efficiency came to the fore in the
2016 year, and we finished the year leaner and more efficient than ever.

| expect Revenue growth to resume, following the current period of political and economic uncertainty, and
as it does so | expect we’ll see an increased portion of Revenue falling through to the bottom line. Within
the 2016 financial year we saw notably positive improvements from the third to the fourth quarters, and |
expect this trend to continue into the 2017 financial year.

Reconciliation of OTC Revenue (hon-IFRS) to Statutory Revenue (per Financial Statements)

‘05 | '06 '07 '08 '09 '10 11 '12 '13 '14 V15 V16
OTC Revenue ($m) 70| 83 | 112 | 186 | 27.6 | 30.7 | 35.7 | 459 | 485 | 43.3 | 53.2 | 51.1
Less amount retained by self-employed Dentists (Sm) | 1.6 2.1 2.8 3.4 5.3 6.8 6.9 9.2 12.3 | 115 | 16.7 | 14.7
Statutory Revenue ($m) 54| 6.2 84 | 152 | 224 | 239 | 28.7 | 36.7 | 36.2 | 31.8 | 36.5 | 36.4

“Revenue” in the chart above is the Revenue we report in our statutory accounts. “Over-the-Counter (OTC) Revenue” is a measure
which captures the full value paid by patients for all services rendered. OTC Revenue gives a clearer indication of the scale of our
business. The difference is that “Revenue” excludes the portion of patient fees retained by self-employed dentists.

Dividends

As | have reported many times before, the directors of 1300SMILES are committed to declare dividends
which give shareholders the opportunity to participate fully as the owners of the business. This year’s final
dividend is our highest final dividend ever and the highest ever dividend for any period.

In setting this year’s final dividend at 11.5c per share (bringing the full year dividend to 22.5c fully franked)

your directors considered the increase in the year’s Earnings Per Share, the company’s future capital
requirements, and the fact that the company has no debt and a cash balance of over $7.5 million.
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1300SMILES Limited
Letter from the Managing Director
30 June 2016

| notice that our full year dividend of 22.5c for the 2016 is more than the combined full year dividends for
the 2008 and 2009 years--two good, solid years of which we were quite proud. By sticking to our knitting
over the intervening years we’ve delivered an acceptable result for shareholders, and we aim to carry on

doing so.

Franked Dividends
25.0¢
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Earnings Before Interest, Tax, and Depreciation (EBITDA)

We report our EBITDA result because it is important to many in the financial community. EBITDA can be
seen as a measure of our core business, regardless of our capital structure of our business. As a dollar
figure, our EBITDA for the year was up 8.1% to $13.1 million.

A related measure is our EBITDA Margin, which is EBITDA divided by OTC Revenue. The EBITDA Margin
reflects the efficiency with which our company converts its Revenue to profit, again excluding the effect of
the company’s financial structure. Our EBITDA Margin improved from 22.8% to 25.6% for the full year.

The EBITDA Margin is just one measure. 1300SMILES operates in a favourable range on this measure, as
shown in the chart above, but | note that the EBITDA Margin should never be considered in isolation. There
are conceivable changes to our business which could be clearly positive but which could nevertheless cause
our EBITDA Margin to decrease for some period of time. In saying so | make no forecast, but seek rather to
ensure that shareholders understand this aspect of our accounts more fully.
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1300SMILES Limited
Letter from the Managing Director
30 June 2016

Another aspect of our operating efficiency is geography. The maldistribution of dentists across Australia is
an issue which has dogged the industry and the various state health systems for many years. While the
extremity of the situation has diminished somewhat over the past few years, it is still the case that there
are too many dentists in the big cities, where many of them are much less busy than they would like to

be. In contrast, dental practices located outside the major cities enjoy steady demand for

appointments. Most 1300SMILES facilities are located in larger regional centres and in suburbs of major
cities, and this approach continues to serve us well.

This does not in any way diminish the importance of our capital city facilities, all of which make solid
contributions to profit. But it does underscore the importance of ensuring that city practices have special
competitive advantages, because the outlook for yet another urban dental practice with no distinctive edge
is poor indeed. | contend that our many service innovations and centralised professional marketing and
management create an essential advantage for our central city practices.

Family dentistry: availability, accessibility, and affordability

The core business of 1300SMILES is owning, operating, and optimising dental practices by delivering quality
dental services to ever more people across Australia.

For the foreseeable future, dentistry will remain a retail business in the sense that dental services can only
be delivered to one patient at a time, by one or two professionals devoting their entire attention to that
one patient. Those services must be available, accessible, and affordable to patients.

In previous reports | have discussed in detail our 1300SMILES Dental Vouchers program. This program
gives patients affordable access to essential dental work which might otherwise have been unavailable to
them. The Vouchers enable patients to fund their treatment via fixed weekly direct debit payments of $49
to $99. Patients choose a payment scheme compatible with their family budgets while our company has
the certainty of payment via the direct debit system over the course of treatment.

To learn more about 1300SMILES Dental Vouchers please visit https://www.dentalmembers.com.au/1300-
smiles-vouchers.
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1300SMILES Limited
Letter from the Managing Director
30 June 2016

ABOUT 1300SMILES LTD
hx9wl92 hC ¢19 /hat!b i . ! {lbo{{

1300SMILES Ltd owns and operates full-service dental facilities at its sites in New South Wales, South
Australia, and in the ten major population centres in Queensland. The company continually seeks to
expand its presence into other geographical areas throughout Australia. It does so both by establishing its
own new operations and by acquiring existing dental practices. The administrative and corporate offices
are in Townsville.

1300SMILES enables the delivery of services to patients by providing the use of dental surgeries, practice
management and other services to self-employed dentists who carry on their own dental practices. The
services provided by the company allow the dentists to focus on the delivery of dental services rather than
on the administrative aspects of carrying on their businesses. The dentists pay fees to the company for the
provision of these services under a Dental Service Agreement with the company. In some circumstances
the company also employs qualified dentists.

The dentists who use the company's services range from new graduates to experienced dental
professionals. Several dentists who use the company's services have special interests and experience in
such areas as endodontics, oral surgery, implants and periodontics and cross-refer work to other dentists
who use the company's services.

The company provides comprehensive services in the areas of marketing, administration, billing and
collections, and facilities certification and licensing to all participating dentists. The company also provides
all support staff, equipment and facilities, and sources all consumable goods using the buying power which
derives from such a large group of dental businesses.

FUTURE DEVELOPMENTS

The company's core objective is to continue to increase profits and shareholder returns while providing a
rewarding environment for our staff and the dentists using our facilities.

The company aims to achieve a combination of organic growth in its existing locations and the addition of
new practice management facilities.

The key drivers for future growth of the company are:

. Increasing profits by attracting more dentists to our existing facilities and expanding those facilities
which are already at full capacity;

. Assisting dentists who already practice within the 1300SMILES system to increase their turnover and
income through benchmarking, training, and mentoring;

. Establishing new practices in existing and new regions (greenfield sites);
. Acquiring substantial existing practices where we can do so on favourable terms; and
. Managing dental facilities owned by others.

DENTIST ENQUIRIES

Owners of dental practices who are interested in unlocking the goodwill value of their businesses (or
freeing themselves from all the management hassles) are invited to contact Dr. Daryl Holmes, Managing
Director, on +61 (7) 4720 1300 or md@1300SMILES.com.au.

Qualified dentists who wish to know more about joining one of our established facilities are encouraged to
contact Dr. Holmes directly or email dentalcareers@1300smiles.com.au or visit our website
www.1300smiles.com.au/careers.
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1300SMILES Limited
Directors’ Report
30 June 2016

Events since the end of financial year
A fully franked final dividend of 11.5 cents per share has been declared and is payable on 29 September
2016.

Apart from the matter mentioned above, no other matter or circumstance has arisen since 30 June 2016
that has significantly affected, or may significantly affect the group's operations, the results of those
operations, or the group's state of affairs in future financial years.

Likely developments and expected results of operations
 Ongoing opportunistic acquisitions
f{ Continued organic growth of existing practices
 Ongoing investigation of greenfield sites for new practices

Information on directors
Robert Jones
Non-Executive Chairman
MAICD

Experience and expertise:

Mr Jones was a Director and Chairman of the Mater Health Services North Qld Ltd from 1993 until 2013.
Mater Health Services North Qld Ltd owns and operates two fully accredited private hospitals in Townsville,
the Mater Hospital (Pimlico) and Mater Hospital (Hyde Park).

Mr Jones is a member of the Australian Institute of Company Directors.

Other current Directorships: Hermit Bus Park Service Pty Ltd (unlisted)

Former Directorships (in the last 3 years): Mater Health Services North QLD Ltd (unlisted)

Special responsibilities: Nil
Interests in shares: 34,606 ordinary shares in 1300SMILES Limited
Interests in options: None

Dr Daryl Holmes
Managing Director
BDSc (Hons) MAICD

Experience and expertise:

Dr Holmes is the founder of 1300SMILES Limited and a qualified dentist having obtained his dental
qualifications (BDSc (Hons)) at Queensland University in 1987. During the last two years of his five year
degree he accepted a scholarship from the Royal Australian Air Force (RAAF). Upon completion of his
degree he practised dentistry as a RAAF Dental Officer (1988-91). Thereafter, in 1991, he began private
dental practice in Ayr and Home Hill, North Queensland.

For the next 12 years he pioneered and perfected a range of innovative management and marketing
techniques for his dentistry business, in the process transforming a cottage industry into a polished and
professional customer service experience, backed up by affordable high quality dental health care.
1300SMILES Limited successfully listed on the ASX in March 2005. It now operates practices in the ten
major population centres in Queensland and more recently in New South Wales and South Australia.
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1300SMILES Limited
Directors’ Report
30 June 2016

Remuneration report (audited) (continued)

(a) Key management personnel covered in this report

Non-executive and executive directors (see pages 9 to 11 for details about each director)
Robert Jones

Dr Daryl Holmes

Dr Glen Richards

William Bass (to 30 September 2015)

Other key management personnel
Name Position
Jeremy Palmer General Manager (from 29 March 2016)

(b) Remuneration policy and link to performance
The board as a whole directly undertakes the responsibilities normally referred to a Remuneration
Committee. The board reviews and determines our remuneration policy and structure annually to ensure it
remains aligned to business needs, and meets our remuneration principles. In particular, the board aims to
ensure that remuneration practices are:

e competitive and reasonable, enabling the company to attract and retain key talent

¢ aligned to the company’s strategic and business objectives and the creation of shareholder value

¢ transparent and easily understood, and

e acceptable to shareholders.

This includes responsibility for determining and reviewing remuneration arrangements for its directors and
executives. The performance of the group and company depends on the quality of its directors and
executives. The remuneration philosophy is to attract, motivate and retain high performance and high
quality personnel.

The board is responsible for determining remuneration packages applicable to the executive director. The
executive director determines the remuneration packages for the senior executives of the company in
accordance with compensation guidelines set by the board.

The board assesses the appropriateness of the nature and amount of remuneration of directors on a
periodic basis by reference to relevant employment market conditions with the overall objective of
ensuring maximum stakeholder benefit from the retention of a high quality board and executive team. It is
intended that the manner of payments chosen will be optimal for the recipient without creating undue cost
for the company. Further details on the remuneration of directors and executives are set out in this
Remuneration Report.

In accordance with best practice corporate governance, the structure of non-executive directors and
executive remunerations are separate.

(c) Board performance evaluation
The performance of the Board is reviewed periodically. A Board evaluation process including an evaluation
of individual non-executives was last undertaken during the 2016 financial year.

The 2016 review encompassed feedback on the Chair and individual non-executive Directors as well as
consideration of Board succession planning, diversity and breadth and sufficiency of skills represented on
the Board. At that time, the results confirmed that the Board continues to function in an appropriate
manner. The Board also carries out informal performance monitoring sessions at each in-person meeting of
the Board.
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1300SMILES Limited
Directors’ Report
30 June 2016

Remuneration report (audited) (continued)

Executive directors and senior executives may receive bonuses at the discretion of the board on the
achievement of specific goals relating to the performance of the company.

Fixed remuneration, consisting of base salary, superannuation and non-monetary benefits, are reviewed
annually by the Remuneration Committee, based on individual and overall performance of the entity and
comparable market remuneration.

(e) Link between remuneration and performance
Remuneration is reviewed on an annual basis by the board and increases are at the discretion of the board.
Bonuses and incentive payments are at the discretion of the board.

(f) Remuneration expenses for executive KMP

The following table shows details of the remuneration expense recognised for the group’s executive key
management personnel for the current and previous financial year measured in accordance with the
requirements of the accounting standards.

Fixed Remuneration

Short-term benefits
Post-employment  Annual and long

Name Salary and fees benefits service leave Total

$ $ $ $
Non-Executive Directors
Robert Jones

2016 27,523 2,615 - 30,138
2015 27,523 2,615 - 30,138
William Bass *

2016 14,381 654 - 15,034
2015 57,523 2,615 - 60,138
Dr Glen Richards

2016 30,000 - - 30,000
2015 4,566 434 - 5,000

Executive Directors

Dr Daryl Holmes

2016 82,557 7,843 - 90,400
2015 82,557 7,843 - 90,400

Other Key Management Personnel
Jeremy Palmer **

2016 40,098 3,809 - 43,908
2015 - - - -
Basil Ahyick #

2016 - - - -
2015 198,805 18,886 - 217,691
Total 2016 194,559 14,921 - 209,480
Total 2015 370,975 32,392 - 403,367

* William Bass finished on 30 September 2015.
** Jeremy Palmer commenced as General Manager on 29 March 2016.
# Basil Ahyick finished as General Manager of Operations and Finance on 12 June 2015.
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1300SMILES Limited
Directors’ Report
30 June 2016

Remuneration report (audited) (continued)

(i) Additional statutory information
Relative proportions of fixed vs variable remuneration expense
The following table shows the relative proportions of remuneration that are linked to performance and
those that are fixed, based on the amounts disclosed as statutory remuneration expense in the table on
page 14.

Fixed remuneration
Name 2016 2015
Daryl Holmes 100% 100%
Jeremy Palmer 100% -

Executive Directors
Other key management personnel of the group

Share-based compensation

Issue of shares

No shares were issued to directors and other key management personnel as part of compensation during
the year ended 30 June 2016 (2015: nil).

Options

There were no options issued to directors and other key management personnel as part of compensation
that were outstanding as at 30 June 2016 (2015: nil).

There were no options granted to or exercised by directors and other key management personnel as part of
compensation during the year ended 30 June 2016 (2015: nil).

Shareholdings

The number of shares in the parent entity held during the financial year by each director and other
members of key management personnel of the group, including their personally related parties, is set out
below:

Balance Received Balance at
at the start as part of Disposals/ the end of
2016 of theyear remuneration Additions other the year
Ordinary shares
Robert Jones 32,606 - 2,000 - 34,606
Dr Daryl Holmes 14,711,729 - - - 14,711,729
William Bass * 16,200 - - - 16,200
Glen Richards 57,500 - 10,800 - 68,300
Jeremy Palmer ** - - - - -
14,818,035 - 12,800 - 14,830,835
* Shareholding at date of resignation on 30 September 2015.
** Commenced 29 March 2016.
Balance Received Balance at
at the start as part of Disposals/ the end of
2015 of the year remuneration  Additions other the year
Ordinary shares
Robert Jones 32,606 - - - 32,606
Dr Daryl Holmes 14,711,729 - - - 14,711,729
William Bass 16,200 - - - 16,200
Glen Richards - - 57,500 - 57,500
Basil Ahyick® 50,016 - 49,984 - 100,000
14,810,551 - 107,484 - 14,918,035
#Shareholding at date of resignation on 12 June 2015.
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1300SMILES Limited
Directors’ Report
30 June 2016

Remuneration report (audited) (continued)

Fixed remuneration

Fixed remuneration includes base salaries received, payments made to superannuation funds, the taxable
value of non-monetary benefits received and any once-off payments such as sign on bonuses or
termination benefits, see page 14 for details.

Fixed remuneration excludes any accruals of annual or long-service leave.

Shares under option
There were no options outstanding as at 30 June 2016 (2015: nil).

Shares issued on the exercise of options
There were no shares of 1300SMILES Limited issued on the exercise of options during the year ended 30
June 2016 (2015: nil).

Diversity

The Company values diversity and recognizes the benefits it can bring to the organization’s ability to
achieve its goals. Diversity can lead to a competitive advantage through broadening the talent pool for
recruitment of high quality employees, by encouraging innovation and improving a corporation’s image and
reputation. Accordingly, the Group is committed to promoting diversity within the organisation and has
adopted a formal policy outlining the Group’s diversity objectives. It includes requirements for the Board to
establish measurable objectives for achieving diversity and for the Board to annually assess the objectives,
and the Group’s progress in achieving these objectives.

A copy of the diversity policy is available at www.1300smiles.com.au
With respect to gender diversity, the Group has set the following objectives:
1. Aim to increase the number of women on the Board of Directors as vacancies arise and
circumstances permit;
2. aim to increase number of women who hold senior executive positions as vacancies arise and
circumstances permit; and
3. ensure the opportunity exists for equal gender participation in all levels of professional
development programs.

The following table reports the Group’s progress towards achieving its gender diversity objectives for
points one and two above. In regards to point three, the Group did ensure that an equal opportunity
existed for gender participation in all levels of professional development programs during the year. For
completeness, as at 30 June 2016 the Company had 267 employees, of which 242 (91%) were female.

Category Number of women Number of women Increase / (decrease)
As at 30 June 2016 As at 30 June 2015

Board of Directors - - -
Senior Executive 5 5 -

The Board has delegated the responsibility for reviewing and reporting on diversity, specifically gender
diversity, to the General Manager.

Environmental regulation

The group is not subject to any significant environmental regulation under Australian Commonwealth or
State law.
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1300SMILES Limited
Notes to the financial statements
For the year ending 30 June 2016

Note 2. Summary of significant accounting policies (continued)

Provisions

Provisions for legal claims and make good obligations are recognised when the group has a present legal or
constructive obligation as a result of past events, it is probable that an outflow of resources will be required
to settle the obligation and the amount can be reliably estimated. Provisions are not recognised for future
operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognised even
if the likelihood of an outflow with respect to any one item included in the same class of obligations may be
small.

Provisions are measured at the present value of management’s best estimate of the expenditure required
to settle the present obligation at the end of the reporting period. The discount rate used to determine the
present value is a pre-tax rate that reflects current market assessments of the time value of money and the
risks specific to the liability. The increase in the provision due to the passage of time is recognised as
interest expense.

Employee benefits

Short-term obligations

Liabilities for wages and salaries, including non-monetary benefits and accumulating sick leave that are
expected to be settled wholly within 12 months after the end of the period in which the employees render
the related service are recognised in respect of employees’ services up to the end of the reporting period
and are measured at the amounts expected to be paid when the liabilities are settled. The liabilities are
presented as current employee benefit obligations in the balance sheet.

Other long-term employee benefit obligations

The liabilities for long service leave and annual leave are not expected to be settled wholly within 12
months after the end of the period in which the employees render the related service. They are therefore
recognised in the provision for employee benefits and measured as the present value of expected future
payments to be made in respect of services provided by employees up to the end of the reporting period
using the projected unit credit method. Consideration is given to expected future wage and salary levels,
experience of employee departures and periods of service. Expected future payments are discounted using
market yields at the end of the reporting period of corporate bonds with terms and currencies that match,
as closely as possible, the estimated future cash outflows. Re-measurements as a result of experience
adjustments and changes in actuarial assumptions are recognised in profit or loss.

The obligations are presented as current liabilities in the balance sheet if the entity does not have an
unconditional right to defer settlement for at least twelve months after the reporting period, regardless of
when the actual settlement is expected to occur.

Bonus plans

The group recognises a liability and an expense for bonuses based on a formula that takes into
consideration key performance criteria. The group recognises a payable where contractually obliged or
where there is a past practice that has created a constructive obligation.
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1300SMILES Limited
Notes to the financial statements
For the year ending 30 June 2016

Note 2. Summary of significant accounting policies (continued)

Employee benefits

Termination benefits

Termination benefits are payable when employment is terminated before the normal retirement date, or
when an employee accepts voluntary redundancy in exchange for these benefits. The group recognises
termination benefits at the earlier of the following dates: (a) when the group can no longer withdraw the
offer of those benefits; and (b) when the entity recognises costs for a restructuring that is within the scope
of AASB 137 and involves the payment of terminations benefits. In the case of an offer made to encourage
voluntary redundancy, the termination benefits are measured based on the number of employees
expected to accept the offer. Benefits falling due more than 12 months after the end of the reporting
period are discounted to present value.

Contributed equity

Ordinary shares are classified as equity.

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

Dividends
Dividends are recognised when declared during the financial year and no longer at the discretion of the
Company.

Earnings per share

Basic earnings per share

Basic earnings per share is calculated by dividing the profit attributable to the owners of 1300SMILES
Limited, excluding any costs of servicing equity other than ordinary shares, by the weighted average
number of ordinary shares outstanding during the financial year, adjusted for bonus elements in ordinary
shares issued during the financial year.

Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take
into account the after income tax effect of interest and other financing costs associated with dilutive
potential ordinary shares and the weighted average number of shares assumed to have been issued for no
consideration in relation to dilutive potential ordinary shares.

Goods and services tax (GST)

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST
incurred is not recoverable from the tax authority. In this case it is recognised as part of the cost of the
acquisition of the asset or as part of the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount
of GST recoverable from, or payable to, the tax authority is included in other receivables or other payables
in the statement of financial position.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or
financing activities which are recoverable from, or payable to the tax authority, are presented as operating

cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to,
the tax authority.
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1300SMILES Limited
Notes to the financial statements
For the year ending 30 June 2016

Note 2. Summary of significant accounting policies (continued)

Rounding of amounts

The company is of a kind referred to in Class Order 98/100, issued by the Australian Securities and
Investments Commission, relating to the ‘rounding off’ of amounts in the financial statements. Amounts in
the financial statements have been rounded off in accordance with that Class Order to the nearest
thousand dollars, or in certain cases, the nearest dollar.

Parent entity financial information
The financial information for the parent entity, 1300SMILES Limited, disclosed in note 30 has been
prepared on the same basis as the consolidated financial statements, except as set out below.

Investment in subsidiaries, associates and joint venture entities

Investments in subsidiaries, associates and joint venture entities are accounted for at cost in the financial
statements of 1300SMILES Limited. Dividends received from associates are recognised in the parent
entity’s profit or loss when its right to receive the dividend is established.

Tax consolidation legislation

1300SMILES Limited and its wholly-owned subsidiary decided to implement the tax consolidated legislation
in the year ended 30 June 2014 effective from 20 May 2014. As a consequence, all members of the tax
consolidated group are taxed as a single entity. The head company within the tax-consolidated group is
1300SMILES Limited.

Comparative Amendments

Some account classifications have changed in the current year and in order to improve the accuracy of
presentation, comparative figures have also been reclassified for consistency.
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1300SMILES Limited
Notes to the financial statements
For the year ending 30 June 2016

Note 3. Critical accounting judgements, estimates and assumptions

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts in the financial statements. Management continually
evaluates its judgements and estimates in relation to assets, liabilities, contingent liabilities, revenue and
expenses. Management bases its judgements, estimates and assumptions on historical experience and on
other various factors, including expectations of future events which management believes to be reasonable
under the circumstances. The resulting accounting judgements and estimates will seldom equal the related
actual results. The judgements, estimates and assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed
below.

Business combinations

The acquisition of businesses requires the identification of net assets acquired, including any identifiable
intangible assets, and an assessment of their fair value. Judgement is required in determining whether
intangible assets are identifiable in the acquisition of dental practices. No intangible assets are identifiable
as there are no such assets that are either separable from the business or arise from contractual or other
legal rights.

Management estimates the fair value of the tangible assets acquired. The group uses its judgement to
select a variety of methods and make assumptions based mainly on market conditions existing at the time
of the business combination.

Goodwill

The group tests annually, or more frequently if events or changes in circumstances indicate impairment,
whether goodwill has suffered any impairment, in accordance with the accounting policy stated in note 2.
The recoverable amounts of cash-generating units have been determined based on value-in-use
calculations. These calculations require the use of assumptions, including estimated discount rates based
on the current cost of capital, and growth rates of the estimated future cash flows. Refer to note 18 for
further information.

Note 4. Operating segments

Identification of reportable operating segments

Operating segments have been determined on the basis of reports reviewed by the board of directors (who
are identified as the chief operating decision makers). The board considers the business from a geographic
perspective and assess performance and allocate resources on this basis.

Each reporting segment derives revenue from dental services of $11,502,000 (2015: $13,678,000) and
dental management services of $24,220,000 (2015: $22,450,000) within a particular geographic area. The
operating segments are aggregated into the one reportable segment as the long term financial
performance and economic characteristics of the operating segments are similar.

The financial results from this reportable segment are equivalent to the financial statements of the group
as a whole.
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1300SMILES Limited
Notes to the financial statements
For the year ending 30 June 2016

Consolidated

2016 2015
plnnn Plnmn
Note 5. Revenue
Sales revenue
Service fees 35,722 36,128
Other revenue
Interest 229 149
Other revenue 460 230
689 379
Revenue 36,411 36,507
Note 6. Other income
Other income - 45

Consolidated

2016 2015
plnnn Plnnn
Note 7. Expenses
Profit before income tax includes the following specific
expenses:
Depreciation
Leasehold improvements 289 582
Plant and equipment 1,439 1,670
Total depreciation 1,728 2,252
Amortisation
Software 120 154
Intellectual property 46 47
Other 295 264
461 465
Finance costs
Interest and finance charges paid/payable 98 30
Rental expense relating to operating leases
Minimum lease payments 2,023 2,344
Defined contribution superannuation expense 842 890
Net loss on sale of non-current assets - 53
Gain on de-recognition of contingent consideration - (108)
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1300SMILES Limited
Notes to the financial statements
For the year ending 30 June 2016

Future
maintainable
Consolidated Intellectual revenue
Software* Goodwill property* stream*  Total
plnnn plnnn plnnn pPlnnn  Plnnn
Note 18. Intangible assets
Balance at 1 July 2014 467 18,807 827 888 20,989
Additions 18 - - 416 434
Addition from business combinations # - 291 - - 291
Disposals (4) (18) - - (22)
Amortisation expense (154) - (47) (264) (465)
Balance at 30 June 2015 327 19,080 780 1,040 21,227
Balance at 1 July 2015 327 19,080 780 1,040 21,227
Additions 112 - 3 286 401
Addition from business combination # - 900 - - 900
Disposals (1) - - (26) (27)
Amortisation expense (120) - (46) (295)  (461)
Balance at 30 June 2016 318 19,980 737 1,005 22,040
*Software, intellectual property and future maintainable revenue stream are separately acquired
# Refer to note 31
Consolidated
2016 2015
plnnn Plnn
Intangible assets
Cost 23,558 22,312
Accumulated amortisation (1,518) (1,085)
22,040 21,227
Impairment tests for goodwill
The total amount of goodwill has been allocated to identified CGU’s, being geographical regions.
Consolidated
2016 2015
plnnn plnnn
North Queensland 478 478
Central Queensland 5,173 5,173
South East Queensland 12,926 12,026
Other * 1,403 1,403
19,980 19,080

* Multiple units without significant goodwill
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1300SMILES Limited
Notes to the financial statements
For the year ending 30 June 2016

Note 18. Intangible assets (continued)

During the year, management determined that assets be more specifically allocated to geographical
regions. As a result, the Toowoomba, Brisbane, Adelaide, and Sydney CGU’s have been removed and
reallocated on that basis. The ‘other’ CGU represents multiple practices without individually significant
goodwill balances.

The recoverable amount of goodwill is based on value-in-use calculations which use cash flow projections
based on financial budgets approved by management covering a five year period. Future cash flows are
projected over a five year period and use an implied annual growth rate of 10% (2015: 10%) and are
discounted using the group’s weighted average cost of capital of 11.7% (2015: 11.7%). Cash flows beyond
the five year period are extrapolated using an estimated growth rate of 2% (2015: 2%) which does not
exceed the long-term average growth rate for the industry in which each CGU operates. Impairment testing
was conducted as at 30 April, which will be the annual date of testing going forward. Previously,
impairment testing was carried out at 30 June. Addition to goodwill of $900,000 was due to a business
combination (refer to note 31), which occurred on 28 April 2016. No impairment losses were recorded in
the current year.

Consolidated

2016 2015
plnnn pnnn
Note 19. Deferred tax
The balance comprises temporary differences attributable to:
Amounts recognised in profit or loss:
Property, plant and equipment 188 222
Employee benefits 208 223
Accrued expenses 95 88
Equity raising costs - 26
Total deferred tax assets 491 559
Deferred tax liabilities
Intellectual property (220) (177)
Other intangible assets (310) (312)
Total deferred tax liabilities (530) (489)
Net deferred tax assets/(liabilities) (39) 70

1300SMILES ANNUAL REPORT 2016 50



1300SMILES Limited
Notes to the financial statements
For the year ending 30 June 2016

Consolidated

2016 2015
plnnn pnnn
Note 19. Deferred tax (continued)
Deferred tax assets expected to be recovered within 12 months 303 315
Deferred tax assets expected to be recovered after more than
12 months 188 244
Deferred tax liabilities expected to be recovered within 12
months - (1)
Deferred tax liabilities expected to be recovered after more
than 12 months (529) (488)
(39) 70
Movements
Opening Balance 70 473
(Debited)/Credited to profit or loss (note 8) (109) (403)
Closing balance (39) 70

Consolidated

2016 2015
plnnn Pnnn
Note 20. Trade and other payables
Current
Trade payables 2,082 2,316
Sundry payables and accruals 2,639 2,609
Unearned revenue 477 680
5,198 5,605
Non-current
Other payables 1,047 1,253

Refer to note 24 for detailed information on financial instruments.
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1300SMILES Limited
Notes to the financial statements
For the year ending 30 June 2016

Consolidated

2016 2015
bnnn Plnnn
Note 21. Provisions
Current
Provision for employee benefits 490 549
Non-current
Make good provision 210 220
Provision for employee benefits 95 76
305 296
Make good provision
Balance at 1 July 2015 220 230
Charged/ (credited) to income statement (10) (10)
Balance at 30 June 2016 210 220

Make good provision

1300SMILES Limited is required to restore the leased premises to their original condition at the end of the
respective lease terms. A provision has been recognised for the estimated expenditure required to remove
any leasehold improvements. These costs have been capitalised as part of the cost of leasehold
improvements.

Amounts not expected to be settled within the next 12 months

The current provision for employee benefits includes accrued annual leave and long service leave. For long
service leave it covers all unconditional entitlements where employees have completed the required period
of service and also those where employees are entitled to pro-rata payments in certain circumstances. The
entire amount of the provision of $490,000 (2015: $549,000) is presented as current, since the group does
not have an unconditional right to defer settlement for any of these obligations. However, based on past
experience, the group does not expect all employees to take the full amount of accrued leave or require
payment within the next 12 months. The following amounts reflect leave that is not to be expected to be
taken or paid within the next 12 months.

Consolidated

2016 2015
plnnn Plnnn
Current leave obligations expected to be settled after 12
months 95 76
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1300SMILES Limited
Notes to the financial statements
For the year ending 30 June 2016

Consolidated

2016 2015
plnnn pnnn
Note 22. Other liabilities
Current
Contingent settlement payable 137 161
Non-current
Contingent settlement payable - 137
Contingent settlement payable
Balance at 1 July 2015 298 556
Additions through business combinations - -
Settled / utilised during the year (161) (258)
Balance at 30 June 2016 137 298
Consolidated Consolidated
2016 2015 2016 2015
Shares Shares Plnnn pnnn
Note 23. Contributed equity
Ordinary shares - fully paid 23,678,384 23,678,384 15,501 15,501
At 30 June 2016 50,000 (2015: 112,000) shares were held under escrow.
Details Date No of shares Issue Price Pnnn
Balance 30 June 2015 23,678,384 15,501
Balance 30 June 2016 23,678,384 15,501

Ordinary shares
Ordinary shares entitle the holder to participate in dividends, and to share in the proceeds of winding up
the company in proportion to the number of and amounts paid on the shares held.

On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is entitled
to one vote, and upon a poll each share is entitled to one vote.

Ordinary shares have no par value and the company does not have a limited amount of authorised capital.
Capital risk management

The group's objectives when managing capital are to safeguard its ability to continue as a going concern, so
that it can provide returns for shareholders and benefits for other stakeholders and to maintain an

optimum capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.
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1300SMILES Limited
Notes to the financial statements
For the year ending 30 June 2016

Note 24. Financial instruments (continued)

Interest rate risk

The group’s main interest rate risk arises from cash and cash equivalents. The group constantly analyses its
interest rate exposure. Within this analysis consideration is given to potential renewals of existing
positions, alternative financing and investing options and the mix of fixed and variable interest rates. The
group is only exposed to interest rate risk on cash and cash equivalents at 30 June 2016.

As at the reporting date, the following assets and liabilities were exposed to Australian variable interest
rates:

Weighted Weighted

Average Average
interest rate 2016 interest rate 2015
% Plnnn % Pinnn

Consolidated

Cash and cash equivalents 2.74% 7,538 2.50% 6,284
Share loans 6.70% 369 5.70% 760
Other loans receivable 7.00% 438 7.00% 361
Net exposure to cash flow interest rate risk 8,345 7,405

A movement in interest rates of 1% (2015: 1%) would have an adverse/favourable effect on profit before
tax of $83,450 (2015: $74,050) per annum. The percentage change is based on the expected volatility of
interest rates using market data and analysts’ forecasts.

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in
financial loss to the group. The entity’s exposure to risk is minimised due to the majority of clients paying
for their services up front. The group monitors and follows-up its accounts receivable to ensure collections
are being made promptly in accordance with contractual terms and conditions and actively pursues
amounts past due. Where applicable, an allowance for impairment is made, that represents the estimate of
incurred losses in respect to trade and other receivables.

The maximum exposure to credit risk at the reporting date to recognised financial assets is the carrying
amount, net of any provisions for impairment of those assets, as disclosed in the statement of financial
position and notes to the financial statements. The group does not hold any collateral.

Credit risk is continually reviewed and managed to reduce the incidence of material losses being incurred
by the non-receipt of monies due.

With respect to share loans the group may at any time, by written notice, call on the borrower to repay all
or part of the outstanding amount within 13 months after the company makes a call. Where applicable, if
an employee ceases to be employed by the company, the money owing will become payable on the date
which is three (3) months after the date on which the employment ceases, if the employment ceases after
the probationary period. A lien will remain effective after escrow has been removed on the proportionate
percentage of the total shares subject to the loan outstanding. $369,000 (2015: $760,000) of the share
loans are receivable from one party comprising an external consultant of the group.

The group limits its cash investment risk exposure on cash investments by investing in a variety of
Australian deposit taking institutions.
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1300SMILES Limited
Notes to the financial statements
For the year ending 30 June 2016

Note 29. Related party transactions

Parent entity

1300SMILES Limited is the parent entity.

The ultimate controlling entity is Dr Daryl Holmes who has a 62.13% (2015: 62.13%) interest in 1300SMILES
Limited.

Subsidiaries
Interests in subsidiaries are set out in note 33.

Key management personnel
Disclosures relating to key management personnel are set out in note 25 and the remuneration report in
the directors' report.

Transactions with related parties
The following transactions occurred with related parties:

Consolidated

2016 2015
pnnn Plnnn
Received for goods and services:
DMA Commission revenues* 605,152 645,999
Dental management services” 60,445 69,157
Payment for other expenses:
Rental expense paid to related parties** 651,374 553,040

*The group is party to an agreement on normal commercial terms and conditions with Dental Members Australia Pty Ltd to
introduce and refer new members to the dental plan, in return for commission.
**The group is party to the following agreements on normal commercial terms and conditions with the managing Director, Dr Daryl
Shane Holmes, or entities related to Dr Holmes:

1 Golden Arch Pty Limited ATF the Whistler Trust provides rental premises to an amount of $471,456 (2015: $418,223).

I  Ashbourne Park Pty Limited ATF Daryl Holmes Superannuation Fund provides rental and storage premises to an amount

of $151,105 (2015: $134,817).

1  Three Islands Pty Ltd provides rental premises to an amount of $76,612 (2015: nil).
#The company received revenue of $60,445 (2015: $69,157) for dental management services from Golden Arch (Qld) Pty Ltd for
services provided under a Dental Service Agreement.

Included in operating lease commitments in note 28 is $196,927 committed to Ashbourne Park Pty Ltd over
a period of 2 years, $369,266 committed to Golden Arch Pty Ltd over a period of 2 years, and $673,299
committed to Three Island Pty Ltd over a period of 10 years.

Receivable from and payable to related parties
There were $482,000 (2015: $286,000) trade receivables and $182,000 (2015: $182,000) payables from
related parties at the reporting date.

Loans to/from related parties
There were no loans to or from related parties at the reporting date.

Other transactions
During the year, the group made payments of $286,337 (2015: $415,982) to Dentist Members Australia Pty
Ltd for dental plans.

Terms and conditions
All transactions were made on normal commercial terms and conditions and at market rates.
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Notes to the financial statements
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Note 34. Reconciliation of profit after income tax to net cash from operating activities

Consolidated

2016 2015
plnnn pnnn
Profit after income tax expense for the year 7,623 6,580
Adjustments for:
Capitalised interest on share loans - -
Net loss on sale of non-current assets (302) 53
Write off of non-recoverable deposits and other assets - -
Share of (profits)/losses of associates not received as dividends (42) (2)
Gain on derecognition of contingent consideration - (108)
Gain on acquisition - -
Depreciation and amortisation 2,189 2,717
Change in operating assets and liabilities:
(Increase) in trade and other receivables (233) (158)
(Increase)/decrease in deferred tax assets 70 403
(Increase)/decrease in other assets 175 (48)
Increase/(decrease) in trade and other payables (613) (160)
Increase /(decrease) in deferred tax liabilities (39) -
Increase/(decrease) in current tax payable (1,049) (575)
Decrease in other provisions (50) -
Decrease in GST payable (161) -
Net cash inflows from operating activities 7,569 8,702

Note 35. Subsequent events
A fully franked final dividend of 11.5 cents per share has been declared and is payable on 29 September
2016.

Apart from the matter mentioned above, no other matter or circumstance has arisen since 30 June 2016

that has significantly affected, or may significantly affect the group's operations, the results of those
operations, or the group's state of affairs in future financial years.
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF 1300SMILES LIMITED

Report on the Financial Report

We have audited the accompanying financial report of 1300SMILES Limited (“the Company”) and its
controlled entities (“the consolidated entity”) which comprises the consolidated balance sheet as at 30
June 2016, the consolidated statement of comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for the year then ended, notes
comprising a summary of significant accounting policies and other explanatory information, and the
Directors’ declaration of the group comprising the company and the entities it controlled at the year’s
end or from time to time during the financial year.

Directors’ Responsibility for the Financial Report

The Directors of the Company are responsible for the preparation of the financial report that gives a
true and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001
and for such internal control as the Directors determine is necessary to enable the preparation of the
financial report that is free from material misstatement, whether due to fraud or error. In Note 1, the
Directors also state, in accordance with Accounting Standard AASB 101: Presentation of Financial
Statements, that the financial statements comply with International Financial Reporting Standards.

Auditor’'s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. Those standards require that we comply with
relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance about whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial report. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the company’s
preparation of the financial report that gives a true and fair view 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 company’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 financial report.

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

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act
2001.
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1300SMILES Limited
Shareholder information
30 June 2016

The shareholder information set out below was applicable as at 30 June 2016.

Distribution of equitable securities

Analysis of number of equitable security holders by size of holding:

Number of
holders of
ordinary shares

1to 1,000

1,001 to 5,000
5,001 to 10,000
10,001 to 50,000
50,001 to 100,000
100,001 and over

Holding less than a marketable parcel

Equity security holders
Twenty largest quoted equity security holders

1,422
618
89

55

9

12

2,205

The names of the twenty largest security holders of quoted equity securities are listed below:

Ordinary shares
% of total

Number held shares issued

Dr Daryl Holmes 14,116,837 59.62%
JP Morgan Nominees Australia Ltd 1,259,211 5.32%
Evelin Investments Pty Ltd 980,000 4.14%
Citicorp Nominees Pty Ltd 744,007 3.14%
Ashbourne Park Pty Ltd 550,702 2.33%
Upper Avalon Pty Ltd 354,145 1.50%
Dr Russell Kay Hancock 340,000 1.44%
B P J Investments Pty Ltd 250,000 1.06%
National Nominees Ltd 148,184 0.63%
Mr Kevin John Holmes + Mrs Janita Dawn Holmes 144,752 0.61%
BNP Paribas Noms Pty Ltd 128,979 0.54%
ABN AMRO Clearing Sydney Nominees Pty Ltd 101,431 0.43%
MMANDIM Pty Ltd 100,000 0.42%
HSBC Custody Nominees 93,129 0.39%
Mr Kent Gush 80,000 0.34%
Gang-Gang Pty Ltd 78,875 0.33%
Mr Bradley John Holmes + Mrs Seiko Holmes 71,932 0.30%
Kredithaus Pty Ltd 66,000 0.28%
Mr David Solomons 51,617 0.22%
ANCAM Pty Ltd 50,000 0.21%
19,709,801 83.24%

There are no unquoted equity securities.
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