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2.

IMPORTANT NOTICE
This Prospectus is dated 8 March 2021 and was lodged with the ASIC on that date.
The Australian Securities & Investments Commission (ASIC), the National Stock
Exchange of Australia Limited (NSX) and their respective officers take no
responsibility for the contents of this Prospectus or the merits of the investment to
which this Prospectus relates.
No Shares may be issued on the basis of this Prospectus later than 13 months after
the date of this Prospectus.
No person is authorised to give information or to make any representation in
connection with this Prospectus, which is not contained in the Prospectus. Any
information or representation not so contained may not be relied on as having
been authorised by the Company in connection with this Prospectus.
It is important that you read this Prospectus in its entirety and seek professional
advice where necessary. The Shares the subject of this Prospectus should be
considered highly speculative.
Application has been/will be made for listing of the Company’s Securities offered
by this Prospectus to the NSX. The fact that the NSX may list the Securities of the
Company is not to be taken in any way as an indication of the merits of the
Company or the listed Securities. The NSX takes no responsibility for the contents
of this Prospectus, makes no representations as to its accuracy or completeness
and expressly disclaims any liability whatsoever for any loss howsoever arising
from or in reliance upon any part of the contents of this Prospectus.

2.1

Exposure Period
This Prospectus will be circulated during the Exposure Period. The purpose of the
Exposure Period is to enable this Prospectus to be examined by market
participants prior to the raising of funds. You should be aware that this examination
may result in the identification of deficiencies in this Prospectus and, in those
circumstances, any application that has been received may need to be dealt
with in accordance with section 724 of the Corporations Act. Applications for
Shares under this Prospectus will not be processed by the Company until after the
expiry of the Exposure Period. No preference will be conferred on applications
lodged prior to the expiry of the Exposure Period.

2.2

Investment Advice
This Prospectus does not provide investment advice and has been prepared
without taking account of your financial objectives, financial situation or particular
needs (including financial or taxation issues). You should seek professional
investment advice before subscribing for Shares under this Prospectus.

2.3

Applicants outside Australia and Hong Kong
The distribution of this Prospectus in jurisdictions outside Australia and Hong Kong
may be restricted by law and persons who come into possession of this Prospectus
should seek advice on and observe any of these restrictions. Failure to comply
with these restrictions may violate securities laws. Applicants who are resident in
countries other than Australia should consult their professional advisers as to
whether any governmental or other consents are required or whether any other
formalities need to be considered and followed.
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This Prospectus does not, and is not intended to, constitute an offer in any place
or jurisdiction in which, or to any person to whom, it would not be lawful to make
such an offer or to issue this Prospectus.
It is important that investors read this Prospectus in its entirety and seek professional
advice where necessary.
No action has been taken to register or qualify the Shares or the Offers, or to
otherwise permit a public offering of the Shares in any jurisdiction outside Australia
and Hong Kong. This Prospectus has been prepared for publication in Australia
and Hong Kong only and may not be released or distributed in the United States
of America.
2.4

Website – Electronic Prospectus
A copy of this Prospectus can be downloaded from the website of the Company
at www.smartautoltd.com. If you are accessing the electronic version of this
Prospectus for the purpose of making an investment in the Company, you must
be an Australian or Hong Kong resident and must only access this Prospectus from
within Australia or Hong Kong (as applicable).
The Corporations Act prohibits any person passing onto another person an
Application Form unless it is attached to a hard copy of this Prospectus or it
accompanies the complete and unaltered version of this Prospectus. You may
obtain a hard copy of this Prospectus free of charge by contacting the Company
Secretary by phone on +61 2 8005 6155 during office hours or by emailing the
Company at info@smartautoltd.com.
The Company reserves the right not to accept an Application Form from a person
if it has reason to believe that when that person was given access to the electronic
Application Form, it was not provided together with the electronic version of this
Prospectus and any relevant supplementary or replacement prospectus or any of
those documents were incomplete or altered.

2.5

Cooling off rights
Cooling off rights do not apply to an investment in Shares pursuant to the Offers.
This means that, in most circumstances, you cannot withdraw your application to
acquire Shares under this Prospectus once it has been accepted.

2.6

Risks
You should read this Prospectus in its entirety and, if in any doubt, consult your
professional advisers before deciding whether to apply for Shares. There are risks
associated with an investment in the Company. The Shares offered under this
Prospectus carry no guarantee with respect to return on capital investment,
payment of dividends or the future value of the Shares. Refer to Section C of
Section 5 as well as Section 10 for details of some of the key risk factors that should
be considered by prospective investors. There may be risk factors in addition to
these that should be considered in light of your personal circumstances.

2.7

Website
No document or information included on the Company’s website is incorporated
by reference into this Prospectus.
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2.8

Forward-looking statements
This Prospectus contains forward-looking statements which are identified by words
such as ‘may’, ‘could’, ‘believes’, ‘estimates’, ‘targets’, ‘expects’, or ‘intends’ and
other similar words that involve risks and uncertainties.
These statements are based on an assessment of present economic and
operating conditions, and on a number of assumptions regarding future events
and actions that, as at the date of this Prospectus, are expected to take place.
Such forward-looking statements are not guarantees of future performance and
involve known and unknown risks, uncertainties, assumptions and other important
factors, many of which are beyond the control of the Company, the Directors and
the Company’s management.
The Company cannot and does not give any assurance that the results,
performance or achievements expressed or implied by the forward-looking
statements contained in this Prospectus will actually occur and investors are
cautioned not to place undue reliance on these forward-looking statements.
The Company has no intention to update or revise forward-looking statements, or
to publish prospective financial information in the future, regardless of whether
new information, future events or any other factors affect the information
contained in this Prospectus, except where required by law.
These forward-looking statements are subject to various risk factors that could
cause the Company’s actual results to differ materially from the results expressed
or anticipated in these statements. These risk factors are set out in Section 10.

2.9

Photographs and Diagrams
Photographs used in this Prospectus which do not have descriptions are for the
purposes of illustration only and should not be interpreted to mean that any
person shown endorses the Prospectus or its contents or that the assets shown in
them are owned by the Company. Diagrams used in this Prospectus are
illustrative only and may not be drawn to scale.

2.10

Definitions
Terms used in this Prospectus are defined in the Glossary in Section 16.

2.11

Enquiries
If you are in any doubt as to how to deal with any of the matters raised in this
Prospectus, you should consult with your broker or legal, financial or other
professional adviser without delay. Should you have any questions about the
Offers or how to accept the Offers please call the Company Secretary by phone
on +61 2 8005 6155 during office hours or by emailing the Company at
info@smartautoltd.com.
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3.

CHAIRMAN’S LETTER
Dear Investor
On behalf of the Board of Smart Auto Australia Limited (Smart Auto or the
Company), it is my pleasure to invite you to become a shareholder of Smart Auto
on its journey through its next phase of growth and development.
The purpose of the Public Offer is to raise up to $4,200,000 (with a minimum
subscription of $3,000,000) through the issue of up to 42,000,000 Shares (with a
minimum subscription of 30,000,000 Shares) at an issue price of $0.10 per Share.
The proceeds of the Public Offer will be used to enable the Company to:
(a)

advance its current bus leasing, management and trading business;

(b)

pursue its offshore business development strategy, including targeting
countries such as Australia, Papua New Guinea, New Zealand, Indonesia
and the South Pacific Islands (Target Countries);

(c)

enter the electric commercial vehicle (e-CV) market in Australia, while
leveraging its existing commercial offering and experience;

(d)

market and promote its existing and proposed activities;

(e)

set up multiple offices, branches and showrooms, initially in Australia and
then in the other Target Countries in due course;

(f)

develop its software required to run the business, including hardware,
accounting systems and contract management systems, in particular,
internet of vehicles (include a mobile app) which the Group believes will be
a key element in the automotive industry going forward; and

(g)

working capital and the expenses of the Public Offer.

The Board believes that the Business permits a unique “go-to-market” strategy that
is highly scalable and also gives the Company a number of opportunities by which
it can generate revenue in the future. These opportunities are set out in more
detail in this Prospectus, including its strategy to enter the e-CV market in Australia
and surrounding Target Countries in due course.
While the Company believes it is well positioned to take advantage of its industry
knowledge and experience, the support of its major suppliers and distributors and
the future trends of the e-CV market (as further set out in Section 7), an investment
in the Company involves a number of risks and must be considered speculative.
The key risks associated with an investment in the Company are set out in Section
10 and should be read and considered in detail. I encourage you to read this
Prospectus carefully before making any investment decision and to consult with
your independent professional advisers in connection with the Public Offer.
On behalf of my fellow Directors, I look forward to welcoming you as a Shareholder
of Smart Auto, and we trust that this document interests you as much as our future
plans excite us.

Sincerely
Michael Pixley
Chairman
5218-01/2529786
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4.

KEY OFFER INFORMATION

4.1

KEY DATES - INDICATIVE TIMETABLE*
Lodgement of Prospectus with the ASIC

8 March 2021

Exposure Period begins

8 March 2021

Exposure Period ends

15 March 2021

Opening Date of the Offers

16 March 2021

Closing Date of the Offers

13 April 2021

Issue of Shares under the Public Offer

27 April 2021

Despatch of holding statements

28 April 2021

Expected date for Official Quotation on NSX

30 April 2021

*The above dates are indicative only and may change without notice. The Exposure Period
may be extended by the ASIC by not more than 7 days pursuant to section 727(3) of the
Corporations Act. The Company reserves the right to extend the Closing Date or close the Offers
early without prior notice. The Company also reserves the right not to proceed with the Offers
at any time before the issue of Shares to Applicants. Quotation of Shares on NSX is at the
discretion of NSX and is subject to the Company satisfying the admission requirements to listing
on NSX.

4.2

KEY OFFER DETAILS
Minimum
Subscription
($3,000,000)

Maximum
Subscription
($4,200,000)

116,000,000

116,000,000

$0.10

$0.10

Shares to be issued under the Public Offer

30,000,000

42,000,000

Shares to be issued pursuant to the Advisers Offer

9,280,200

9,280,200

155,280,200

167,280,200

$3,000,000

$4,200,000

$15,528,020

$16,728,020

Current Shares on Issue
Offer price per Share under the Public Offer

Total Shares on issue following the Offers
Gross Proceeds of the Public Offer
Market capitalisation following the Offers*

*Based on the issue price under the Public Offer of $0.10 per Share. However, the
Company notes that the Shares may trade above or below this price from
Admission.
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5.

INVESTMENT OVERVIEW
Item
A.

Further
information

Summary

Company

Who is the issuer of
this Prospectus?

Smart Auto Australia Limited (ACN 644 257 465)
is an Australian unlisted public company.

Section 7.1

What does the
Company do?

The Company proposes to list on the NSX and to
raise sufficient capital pursuant to this
Prospectus to further commercialise the
Business and to pursue its strategic objectives
stipulated in this Prospectus.

Section 7.1

The Company’s primary purposes will be to act
as holding company for the Group, including its
operating Subsidiary, Grand Tour Bus Services
Limited (incorporated in Hong Kong) (GTB), and
to act as the listing vehicle for Admission
purposes.
The Smart Auto Group is principally engaged in:
(a)

the provision of bus rental
management services; and

(b)

bus trading,

and

primarily in Hong Kong through GTB. The Group
also provides ancillary services and products
complimentary to its core Business (as further set
out below in Part B (Business Model) of this
Section 5) and Section 7 of this Prospectus.
B.

Business Model

How will the Group
generate income?

The Group principally generates income
through its core Business of licenced bus rental
and management services and bus trading,
primarily in Hong Kong through GTB.

Section 7.2

The Smart Auto Group has over 10 years’
experience in the automotive industry and is
one of the leading bus leasing, management
and trading service providers in Hong Kong
(based on the number of buses under the
Group’s management).
The Group focusses on two (2) types of buses for
its rental and management services: (i) nonfranchised licenses buses (NFLB), which require
a passenger service licence (PSL) to operate;
and (ii) private light buses. As at the date of this
Prospectus, there are around 70 vehicles
currently under the Group’s management.
In addition to its core Business, other Group
ancillary revenues and profits of the Group are
generated from:
5218-01/2529786
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Item

Further
information

Summary
(a)

the trading of associated bus and coach
licenses;

(b)

the distributorship of coaches, buses and
e-CV products;

(c)

vehicle inspections and maintenance.

The Group has gained invaluable knowledge
and experience backed by good relationships
with a variety of suppliers from the automotive
industry, particularly in the bus and coach
industry, which it plans to leverage from
Admission.
The Group’s proposes to effect its growth
strategy, as further set out below, with a view to
generating further income streams for the
Group from Admission.
What is the Group’s
growth strategy?

Upon completion of the Public Offer and the
Admission of the Company to the Official List of
the NSX, the Group’s main objectives are to:
(a)

advance and grow the existing Business
(namely
conventional
bus
rental,
management and trading services);

(b)

scale its existing commercial contracts by
allocating additional resources;

(c)

penetrate markets through existing and
new channels across various industries
which
are
synonymous
with,
or
complementary to, the Business;

(d)

progressively expand into in the Target
Countries, starting with Australia;

(e)

invest in software, sales and
initiatives and resources to
greater market share of the
which the Group operates in
Countries;

(f)

grow its recurring revenues by attracting
existing and new customers and
commercial partners across each of its key
revenue sources; and

(g)

evaluate
and
pursue
prospective
opportunities in the e-CV sector in line with
its strategy to develop market share.

Section 7.4

marketing
obtain a
industry in
the Target

In accordance with (d) above, it is anticipated
that Subsidiaries of the Smart Auto Group will be
progressively incorporated in Australia, New
Zealand, Papua New Guinea, Indonesia and the
South Pacific Islands respectively as part of the
Group’s expansion plans.
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Item
What are the key
dependencies of
the Group’s
business model?

How does the
Group expect to
fund its future
operations?

C.

The key factors for the Group to meet its
objectives are:
(a)

completion of the Public Offer and
access to capital to implement its
objectives and growth strategy;

(b)

scalability
and
further
commercialisation of the Group’s
revenue streams from the Business;

(c)

continued demand for the Group’s
products and services;

(d)

reliance upon key personnel and
management, including finding suitably
qualified staff in Australia postAdmission;

(e)

relaxation of COVID-19 restrictions in the
locations in which the Group currently
and plans to operate; and

(f)

the Group’s ability to adapt to
advancements, changes and other
disruptive factors experienced within
the Group’s industry and sectors
generally, many of which may be
unforeseen.

The Group expects to fund its operations and
achieve its main objectives by utilising the
capital raised under the Public Offer, together
with existing cash reserves, as well as cash
generated from its existing and future
operations.

Further
information
Section
7.4.6

Section 7.7

Key Advantages and Key Risks

What are the key
advantages of an
investment in the
Group?

What are the key
risks of an
5218-01/2529786

Summary

The key advantages of an investment in the
Group include:
(a)

the
industrial
experience
and
knowledge of the Director’s and key
management of the Group;

(b)

the Group’s strong network of, and
long-standing
relationships
with,
operators, suppliers and customers in
the bus rental, management and
trading markets; and

(c)

the Group’s experienced and visionary
management team, currently focused
on achieving the Group’s objectives
mentioned in this Prospectus.

The key risks faced by the Group are:

Section 7.2

Section 10
9

Item
investment in the
Group?

D.

Further
information

Summary
(a)

loss of key relationships, customers and
contracts, including with key related
party customers;

(b)

governmental,
regulatory
legislative changes;

(c)

increased competition;

(d)

contractual disputes;

(e)

failure to obtain or renew licenses and
regulatory approvals;

(f)

inability to access capital to finance
expansion and replenishment of the bus
fleet; and

(g)

COVID-19 and future force majeure
events.

and

Directors and Key Management Personnel

Who are the
Directors?

The Board of the Company consists of:
Director

Role

Michael Pixley

Non-Executive Chairman

Alyce Wong

Managing Director

Mark Ng

Executive Director

Gregory Starr

Non-Executive Director

Francis Man

Non-Executive Director

Section 9.1

The profiles of each of the Directors are set out
in Section 9.1.
Who are the Key
Management
Personnel?

The key management personnel of the
Company includes Mr Chris Allan (Australian
general manager).

Section 9.2

The profile of Mr Allan is set out in Section 9.2.
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Further
information

Item

Summary

What relevant
interests do
Directors have in
the Securities of the
Company?

As at the date of this Prospectus, the Directors
have relevant interests in Securities as follows:
Director

Shares

Michael Pixley

Nil

Alyce Wong

116,000,000

Mark Ng

Nil

Gregory Starr

Nil

Francis Man

Nil

Section
9.4.1

Refer to Section 9.4.1 for a more detailed
description of the relevant interests in Securities
held by the Directors.
What remuneration
is being paid to the
Directors?

For each of the Directors, the proposed annual
remuneration for the financial year following
the Company being admitted to the Official List
is set out in the table below:
Director

Remuneration1

Michael Pixley

$36,000

Alyce Wong

$120,000

Mark Ng

$60,000

Gregory Starr

$25,000

Francis Man

$15,000

Section
9.4.2

Notes:
1. Inclusive of statutory superannuation (as applicable) but
exclusive of any short-term and long-term incentive plans.

What important
contracts are in
place between
related parties and
Key Management
Personnel
E.

Sections
13.2.1
to
13.2.6

The material agreement between the
Company and Chris Allan is summarised in
Section 13.2.6.

Financial Information

What is the basis of
preparation of
financial
information?

5218-01/2529786

The material agreements between the
Company and related parties are summarised
in Sections 13.2.1 to 13.2.5.

The basis of preparation of the historical
financial information, is outlined in Section 11
and should be read in conjunction with the
Investigating Accountant’s Report provided in
Section 12.

Sections 11
and 12

11

Item

Summary

Further
information

The summary of the historical financial
information of the Group included in this
Prospectus is intended to present potential
investors with information to assist them in
understanding the financial performance of the
Group.
What is the
financial outlook
for the Group?

The Directors do not intend to provide financial
forecasts given the Group’s stage of
commercial development and the inherent
uncertainty with regard to accurately
predicting the future profitability of the Group
as a result of COVID-19. Any forecast or
prospective financial information would
contain such a broad range of potential
outcomes and possibilities that it is not possible
to prepare a reliable best estimate.

Section
14.9

Pro-forma Historical
Financial
Information

The pro-forma historical financial information is
set out in the financial information Section 11
and referred to in
the Investigating
Accountant’s Report provided in Section 12.

Sections 11
and 12

What
is
the
exchange
rate
used to convert
AU$ to HK$ and
vice-versa

The historical exchange rates used in compiling
the financial information are set out in
Section 11.

Section 11
and
Section
10.2(k)

F.

The Offers

What is the
purpose of the
Public Offer?

5218-01/2529786

The HK$/AU$ exchange rate used throughout
this Prospectus is approximately HK$6.1 : AU$1
(unless otherwise stated), other than in the
financial information Section 11 of this
Prospectus wherein the exchange rates used
are as described in Section 11.1.2. Information
in relation to the risks associated with exchange
rates is set out in Section 10.2(k).

By listing on the NSX, Smart Auto believes that it
will:
(a)

have greater flexibility to raise funds to
develop and expand its distribution
network;

(b)

be able to explore and enter into
alliances with strategic education and
research partners to ensure ongoing
and worthwhile projects are properly
funded and, where appropriate,
ultimately commercialised;

(c)

raise Smart Auto’s profile with
stakeholders and enhance its market
profile;

Section 6.6
and
Section 7.7

12

Item

Further
information

Summary
(d)

strengthen Smart Auto's consolidated
balance sheet; and

(e)

improve
flexibility.

capital

management

The Company intends to apply the funds raised
under the Public Offer along with its existing
cash reserves as detailed in Section 7.7.
What is being
offered?

The Public Offer is an offer of 42,000,000 Shares
at an issue price of $0.10 per Share to raise up
to $4,200,000 (Maximum Subscription).

Sections 6.1
and 6.2

The minimum subscription under the Public
Offer is an offer of 30,000,000 Shares, to raise
$3,000,000 (Minimum Subscription).
Who is the Lead
Manager to the
Public Offer?

The Company has appointed Indian Ocean
Corporate as the Lead Manager to the Public
Offer.
The Company has agreed to pay the following
fees to the Lead Manager: a work fee of
$30,000 upon execution of the Lead Manager
Mandate; $20,000 on Admission; and a success
fee of 10% on funds raised by Indian Ocean
Capital under the Public Offer. No fees are
payable on any funds introduced by Smart
Auto directly under the Public Offer.

Section 6.5
and
Section
13.3.1

The fees payable to the Lead Manager were
negotiated on an arm’s length basis.
Refer to Section 13.3.1 for a summary of the
Lead Manager Mandate.
Who are the
Company’s
Corporate
Advisers?

The following corporate advisors have provided
corporate related services to the Group in
connection with the Admission of the
Company:
(a)

Mr Tat Ming Henry Chow;

(b)

Mr Yau Shing Wong;

(c)

Mr Cheuk Ming Chung; and

(d)

Mr Siu Chung Ho,

Section
13.3.2

(together, the Corporate Advisers). The fees
payable to the Corporate Advisers, as
summarised in Section 13.3.2, were negotiated
on an arm’s length basis pursuant to the
Corporate Advisory Mandate.
What are the
interests of the
Lead Manager
and the Corporate
5218-01/2529786

An overview of the interests of the Lead
Manager and the Corporate Advisers in the
Securities of the Company and the Offers is set
out in Sections 13.3.1 and 13.3.2 respectively.

Sections
13.3.1 and
13.3.2

13

Item

Summary

Further
information

Adviser in the
Securities of the
Company and the
Offers?
What will the
Company’s capital
structure look like
after completion of
the Offers?

The pro-forma capital structure of the
Company following completion of the Offers is
set out in Section 7.5.

Section 7.5

Who will be the
substantial holders
of the Company?

Refer to Section 7.6 for details of the substantial
holders as at the date of this Prospectus and on
completion of the Public Offer.

Section 7.6

What are the terms
of the Shares
offered under the
Offers?

A summary of the material rights and liabilities
attaching to the Shares offered under the
Public Offer is set out in Section 14.2.

Section
14.2

Will any securities
be subject to
escrow?

NSX may classify certain securities as being
subject to the restricted securities provisions of
the NSX Listing Rules. In particular, Directors,
other related parties, promoters, seed
capitalists and certain vendors may receive
escrow on securities held by them for up to 24
months from the date of quotation of the
Company's Shares on NSX.

Section
6.16

During the period in which these securities are
prohibited from being transferred, trading in
Shares may be less liquid which may impact on
the ability of a Shareholder to dispose of his or
her Shares in a timely manner.
Will the Shares
issued under the
Offers be quoted?

Application for quotation of all Shares to be
issued under the Public Offer will be made to
NSX no later than 7 days after the date of this
Prospectus.

Section
6.14

What are the key
dates of the
Offers?

The key dates of the Offers are set out in the
indicative timetable in Section 4.

Section 4

Is the Public Offer
underwritten?

No, the Public Offer is not underwritten.

Section 6.4

What is the
minimum
investment size
under the Public
Offer?

Applications under the Public Offer must be for
a minimum of $2,000 worth of Shares (20,000
Shares) and thereafter, in multiples of $500
worth of Shares (5,000 Shares).

Section 6.9
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Further
information

Item

Summary

How do I apply for
Shares under the
Offer?

Applications for Shares under the Public Offer
must be made by completing the Application
Form attached to this Prospectus in
accordance with the instructions set out in the
Application Form.

Section 6.9

What is the
allocation policy?

The Company (in consultation with the Lead
Manager) retains an absolute discretion to
allocate Shares under the Public Offer and
reserves the right, in its absolute discretion, to
allot to an Applicant a lesser number of Shares
than the number for which the Applicant
applies or to reject an Application Form.

Section
6.12

Who is eligible to
participate in the
Offers?

The distribution of this Prospectus in jurisdictions
outside Australia and Hong Kong may be
restricted by law and persons who come into
possession of this Prospectus should seek advice
on and observe any of these restrictions. Failure
to comply with these restrictions may violate
securities laws. Applicants who are resident in
countries other than Australia and Hong Kong
should consult their professional advisers as to
whether any governmental or other consents
are required or whether any other formalities
need to be considered and followed.

6.17

Are there any
Conditions to the
Public Offer?

The Offers are conditional upon the following
events occurring:

Section 6.8

G.

the Company raising the Minimum
Subscription of $3,000,000 under the
Public Offer; and

(b)

NSX providing the Company with a list
of conditions which, once satisfied, will
result in NSX admitting the Company to
the Official List.

Use of funds

How will the
proceeds of the
Public Offer be
used?

5218-01/2529786

(a)

The proceeds of the Public Offer will be used to
fund:
(a)

Offshore business development for
Smart Auto’s existing operations in
Hong Kong through GTB, and other
targeted countries such as Australia,
Papua New Guinea, New Zealand,
Indonesia and the South Pacific Islands;

(b)

Marketing, including but not limited to
general marketing, promotion and
exhibition activities and advertising in
Australia and Hong Kong;

Section 7.7
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Item

Will the Company
be adequately
funded after
completion of the
Public Offer?
H.

Summary
(c)

Staff operations, including Smart Auto
setting up multiple offices, branches
and showrooms in various locations;

(d)

Software
Development,
including
hardware, accounting system and
contract management system, in
particular, internet of vehicle (include a
mobile app) which will be a key
element in the automotive industry
going forward;

(e)

administration costs, including general
costs
associated
with
the
management and operation of the
Business;

(f)

working capital; and

(g)

the expenses of the Public Offer.

On completion of the Public Offer, the Board
believes the Company will have sufficient
working capital to carry out its stated objectives
as set out in this Prospectus.

Further
information

Section 7.7

Additional information

Is there any
brokerage,
commission or duty
payable by
Applicants?

No brokerage, commission or duty is payable by
Applicants on the acquisition of Shares under
the Offers.

Section
6.21

What are the tax
implications of
investing in Shares?

The acquisition and disposal of Shares will have
tax consequences, which will differ depending
on the individual financial affairs of each
investor. All potential investors in the Company
are urged to obtain independent financial
advice about the consequences of acquiring
Shares from a taxation viewpoint and generally.

Section
6.21

To the maximum extent permitted by law, the
Company, its officers and each of their
respective advisors accept no liability and
responsibility with respect to the taxation
consequences of subscribing for Shares under
this Prospectus.
What are the
corporate
governance
principles and
policies of the
Company?

5218-01/2529786

To the extent applicable, the Company has
adopted The Corporate Governance Principles
and Recommendations (4th Edition) as
published by the ASX Corporate Governance
Council (Recommendations).

Section 9.7

In light of the Company’s size and nature, the
Board considers that the current Board is a cost
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Item

Summary

Further
information

effective and practical method of directing
and managing the Company.
As the
Company’s activities develop in size, nature
and scope, the size of the Board and the
implementation of additional corporate
governance policies and structures will be
reviewed.
The Company’s main corporate governance
policies and practices as at the date of this
Prospectus are outlined in Section 9.7.
The Company’s full corporate governance plan
is available in a dedicated corporate
governance information section on the
Company’s website www.smartautoltd.com.
What is the
Company’s
dividend policy?

It is anticipated that a minimum of 30% of the
net profit after tax per annum of the Group will
be paid as dividends, subject to the Board
declaring such dividends as being payable
(taking into account the cash resources and
working capital of the Group). Smart Auto shall
establish a dividend policy whereby all
Subsidiaries of Smart Auto (including GTB) will do
all things reasonably necessary to pay
dividends to Smart Auto, as the parent entity of
the Group, and to pay those proposed
dividends of Smart Auto to Shareholders in
accordance with the proposed dividend
policy.

Section 7.8

Despite these intentions, no guarantee can be
given about the level or payment of dividends,
the level of imputation or franking of such
dividends or the payout ratios as these matters
depend upon the future profits of the Group, its
financial and taxation position and the
Directors' views of the most appropriate payout
ratio at that time.
Where can I find
out more
information about
this Prospectus and
the Offers?

(a)

By speaking to your sharebroker,
solicitor,
accountant
or
other
independent professional adviser;

(b)

By contacting the Company Secretary
on +61 2 8005 6155 during office hours or
by
emailing
the
Company
at
info@smartautoltd.com; or

(c)

By contacting the Share Registry on +61
8 9389 8033.

Section 1
and
Section
2.11

This Section is a summary only and not intended to provide full information for investors intending
to apply for Shares offered pursuant to this Prospectus. This Prospectus should be read and
considered in its entirety.
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6.

DETAILS OF THE OFFERS

6.1

The Public Offer
Pursuant to this Prospectus, the Company invites applications for 30,000,000 Shares
at an issue price of $0.10 per Share to raise $3,000,000 (Minimum Subscription) with
the ability to accept oversubscriptions of up to an additional 12,000,000 Shares at
an issue price of $0.10 per Share to raise up to an additional $1,200,000 (Maximum
Subscription) (Public Offer).
The Shares offered under the Public Offer will rank equally with the existing Shares
on issue. A summary of the material rights and liabilities attaching to the Shares is
set out in Section 14.2.
Application for quotation of the Shares to be issued under the Public Offer will be
made to NSX no later than 7 days after the date of this Prospectus.

6.2

Minimum Subscription
The Minimum Subscription which must be raised under the Public Offer is
$3,000,000. If the Minimum Subscription has not been raised within 4 months after
the date of this Prospectus, the Company will not issue any Shares and will repay
all application monies for the Shares within the time prescribed under the
Corporations Act, without interest.

6.3

Oversubscriptions
In addition to the Minimum Subscription, the Company has the ability under the
Public Offer to accept oversubscriptions of up to 12,000,000 Shares at the issue
price of $0.10 per Share to raise up to an additional $1,200,000 (for a total of up to
$4,200,000). No oversubscriptions above this amount will be accepted by the
Company under the Public Offer.

6.4

Not Underwritten
The Public Offer is not underwritten.

6.5

Lead Manager
The Company has appointed Indian Ocean Corporate Pty Ltd (ACN 142 266 279)
(Authorised Representative Number 000345215 of Indian Ocean Management
Group Pty Ltd (AFS Licence Number 336409)) (Lead Manager) as lead manager
to the Public Offer.
Please refer to Section 13.3.1 for a summary of the Lead Manager Mandate.
The fees payable to the Lead Manager were negotiated on an arm’s length basis.

6.6

Purpose of the Public Offer
By listing on the NSX, Smart Auto believes that it will:

(a)

5218-01/2529786

have greater flexibility to raise funds to develop and expand its
distribution network and support market penetration through existing and
new channels across various industries;
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(b)

be able to explore and enter into alliances with strategic education and
research partners to ensure ongoing and worthwhile projects are properly
funded and, where appropriate, ultimately commercialised;

(c)

raise Smart Auto’s profile with stakeholders and enhance its market
profile;

(d)

strengthen Smart Auto's consolidated balance sheet;

(e)

improve capital management flexibility;

(f)

provide general working capital; and

(g)

facilitate admission to the Official List of NSX to broaden the Company’s
Shareholder base, provide a liquid market for its Shares and improve
access to capital markets.

The Company intends to apply the funds raised under the Public Offer along with
its existing cash reserves as detailed in Section 7.7.
6.7

Advisers Offer
The Advisers Offer is a separate offer of Shares under this Prospectus to the Public
Offer. Refer to Section 13.3.2 for a summary of the Corporate Advisory Mandate,
pursuant to which the Advisers Offer is to be made.
The Advisers Offer is the offer of Shares to the Corporate Advisers payable on the
Company being successfully admitted to the Official List of the NSX equal to a
collective 6.0% on a Minimum Subscription basis or 5.4% on a Maximum
Subscription basis (as applicable) of Shares in the enlarged capital of the
Company on Admission, which represents 9,280,200 Shares.
A summary of the material rights and liabilities attaching to the Shares is set out in
Section 14.2.

6.8

Conditions of the Offers
All the Offers are conditional upon the following events occurring:
(a)

the Company raising the Minimum Subscription of $3,000,000 under the
Public Offer; and

(b)

NSX providing the Company with a list of conditions which, once satisfied,
will result in NSX admitting the Company to the Official List,

(together the Conditions).
If these Conditions are not satisfied then the Offers will not proceed and the
Company will repay all application monies received under the Offers within the
time prescribed under the Corporations Act, without interest.
6.9

Applications
Applications for Shares under the Public Offer must be made using the Application
Form.
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Applications for Shares must be for a minimum of 20,000 Shares ($2,000) and
thereafter in multiples of 5,000 Shares ($500) and payment for the Shares must be
made in full at the issue price of $0.10 per Share.
6.10

Payment by Cheque
Completed Application Forms and accompanying cheques, made payable to
Smart Auto Australia Limited – (Subscription Account) and crossed “Not
Negotiable”, must be mailed or delivered to the address set out on the
Application Form by no later than 5:00pm (WST) on the Closing Date, which is
scheduled to occur on 13 April 2021.

6.11

Payment by BPAY®
Alternatively, Applicants may apply for Shares under the Public Offer online and
pay your application monies by BPAY®. Applicants wishing to pay by BPAY®
should complete the online Application Form accompanying the electronic
version of this Prospectus which is available at www.smartautoltd.com and follow
the instructions on the online Application Form. Once submitted online,
Applicants will receive an email advising BPAY® payment details, Biller Code and
your unique Customer Reference Number (CRN).
You should be aware that you will only be able to make a payment via BPAY® if
you are the holder of an account with an Australian financial institution which
supports BPAY® transactions.
When completing your BPAY® payment, please make sure you use the specific
Biller Code and your unique CRN provided through the online application process.
If you do not use the correct CRN your application will not be recognised as valid.
It is your responsibility to ensure that payments are received by 5:00pm (WST) on
the Closing Date. Your bank, credit union or building society may impose a limit
on the amount which you can transact on BPAY®, and policies with respect to
processing BPAY® transactions may vary between banks, credit unions or building
societies. The Company accepts no responsibility for any failure to receive
application monies or payments by BPAY® before the Closing Date arising as a
result of, among other things, processing of payments by financial institutions.
If an Application Form is not completed correctly or if the accompanying
payment is the wrong amount, the Company may, in its discretion, still treat the
Application Form to be valid. The Company’s decision to treat an application as
valid, or how to construe, amend or complete it, will be final.
By completing an Application Form whether online or a hard copy, each
Applicant under the Public Offer will be taken to have declared that all details
and statements made by you are complete and accurate and that you have
personally received the Application Form together with a complete and
unaltered copy of the Prospectus.
The Company reserves the right to close the Public Offer early.

6.12

Allocation Policy
The Company (in consultation with the Lead Manager) retains an absolute
discretion to allocate Shares under the Public Offer and reserves the right, in its
absolute discretion, to allot to an Applicant a lesser number of Shares than the
number for which the Applicant applies or to reject an Application Form. If the
number of Shares allotted is fewer than the number applied for, surplus
application money will be refunded without interest as soon as practicable.
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No Applicant under the Public Offer has any assurance of being allocated all or
any Shares applied for. The allocation of Shares by Directors will be influenced by
the following factors:
(a)

the number of Shares applied for;

(b)

the overall level of demand for the Public Offer;

(c)

the desire for spread of investors, including institutional investors; and

(d)

the desire for an informed and active market for trading Shares following
completion of the Public Offer.

Neither Company nor the Lead Manager will be liable to any person not allocated
Shares or not allocated the full amount applied for.
6.13

About the NSX
In February 2000, NSX became the second stock exchange to be approved under
the then Corporations Law in Australia and is licensed under the Corporations Act.
NSX is a fully operational and fully regulated stock exchange. NSX creates a
market for a wide range of interests, including alternative investments and
traditional equity shares. The investments listed by NSX cover various areas of the
economy that require a market platform. NSX is focused on listing small to
medium-sized enterprises, as there is a great need for growth entities to have a
capital market in which they can raise further capital and provide a mechanism
for the transferability of shares or other listed interests. Additional information
about NSX and the market in which it operates can be obtained on its website
www.nsx.com.au.

6.14

NSX listing
The Company will apply to NSX within 7 days of the date of this Prospectus for
admission to the Official List and for Official Quotation of the Shares offered under
the Public Offer on NSX.
If NSX does not grant permission for Official Quotation of the Shares for which
application is made within 3 months after the date of this Prospectus, or such
longer period as is permitted by the Corporations Act or varied by the ASIC, the
Company will not issue any Shares offered under the Public Offer. In these
circumstances, all applications will be dealt with in accordance with the
Corporations Act including the return of all application moneys without interest.
The fact that NSX may grant Official Quotation to the Shares is not to be taken in
any way as an indication of the merits of the Company or the Shares offered for
subscription pursuant to this Prospectus.
NSX takes no responsibility for the contents of this Prospectus, makes no
representations as to its accuracy or completeness and expressly disclaims any
liability whatsoever for any loss arising from or in reliance upon any part of the
content of this Prospectus.
The Directors expect that trading of the Shares on the stock market conducted by
NSX will commence as soon as practicable after approval for admission to the
Official List of NSX is granted and all conditions (if any) applicable to listing have
been fulfilled.
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6.15

Issue
Subject to the Minimum Subscription to the Public Offer being reached and NSX
granting conditional approval for the Company to be admitted to the Official List,
issue of Shares offered by this Prospectus will take place as soon as practicable
after the Closing Date.
Pending the issue of the Shares or payment of refunds pursuant to this Prospectus,
all application monies will be held by the Company in trust for the Applicants in a
separate bank account as required by the Corporations Act. The Company,
however, will be entitled to retain all interest that accrues on the bank account
and each Applicant waives the right to claim interest.
The Directors (in consultation with the Lead Manager and Corporate Advisers) will
determine the recipients of the issued Shares in their sole discretion, in
accordance with the allocation policy set out in Section 6.12. There is no
guaranteed allocation of Shares under the Public Offer. The Directors reserve the
right to reject any application or to allocate any Applicant fewer Shares than the
number applied for. Where the number of Shares issued is less than the number
applied for, or where no issue is made, surplus application monies will be refunded
without any interest to the Applicant as soon as practicable after the Closing
Date.
The Company’s decision on the number of Shares to be allocated to an Applicant
will be final.
Holding statements for Shares issued to the issuer sponsored subregister and
confirmation of issue for Clearing House Electronic Subregister System (CHESS)
holders will be mailed to Applicants being issued Shares pursuant to the Offers as
soon as practicable after their issue.

6.16

Restricted Securities and Escrow
NSX may classify certain securities as being subject to the restricted securities
provisions of the NSX Listing Rules. In particular, Directors, other related parties,
promoters, seed capitalists and certain vendors may receive escrow on securities
held by them for up to 24 months from the date of quotation of the Company's
Shares on NSX. During the period in which these securities are prohibited from
being transferred, trading in Shares may be less liquid which may impact on the
ability of a Shareholder to dispose of his or her Shares in a timely manner.
No Shares issued under the Public Offer will be subject to escrow under the NSX
Listing Rules. However, the Company expects that certain Shares respectively held
by, or to be issued to, Directors, other related parties, promoters, seed capitalists
and certain vendors will be subject to escrow.
Any holder of Shares subject to a mandatory escrow period will be required to
enter into a restricted securities agreement in accordance with the NSX Listing
Rules or as otherwise required by NSX.
The Company will announce to the NSX full details (quantity and duration) of the
Shares required to be held in escrow prior to the Shares commencing trading on
NSX.

6.17

Applicants outside Australia and Hong Kong
This Prospectus does not, and is not intended to, constitute an offer in any place
or jurisdiction in which, or to any person to whom, it would not be lawful to make
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such an offer or to issue this Prospectus. The distribution of this Prospectus in
jurisdictions outside Australia and Hong Kong may be restricted by law and
persons who come into possession of this Prospectus should seek advice on and
observe any of these restrictions. Failure to comply with these restrictions may
violate securities laws. Applicants who are resident in countries other than
Australia and Hong Kong should consult their professional advisers as to whether
any governmental or other consents are required or whether any other formalities
need to be considered and followed.
It is important that investors read this Prospectus in its entirety and seek professional
advice where necessary.
No action has been taken to register or qualify the Shares or the Offers, or to
otherwise permit a public offering of the Shares in any jurisdiction outside Australia
and Hong Kong. This Prospectus has been prepared for publication in Australia
and Hong Kong only and may not be released or distributed in the United States
of America.
6.18

Foreign securities law requirements – Hong Kong
This Prospectus has not been, and will not be, registered as a prospectus under
the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32)
of the Laws of Hong Kong (the CO), nor has it been authorised by the Securities
and Futures Commission in Hong Kong pursuant to the Securities and Futures
Ordinance (Cap. 571) of the Laws of Hong Kong (the SFO). No action has been
taken in Hong Kong to authorise or register this Prospectus or to permit the
distribution of this Prospectus or any documents issued in connection with it.
Accordingly, the Shares offered have not been and will not be offered or sold in
Hong Kong other than to "professional investors" (as defined in the SFO) and this
document is not registered a “prospectus” (as defined in the CO).
No advertisement, invitation or document relating to the Shares has been or will
be issued, or has been or will be in the possession of any person for the purpose of
issue, in Hong Kong or elsewhere that is directed at, or the contents of which are
likely to be accessed or read by, the public of Hong Kong (except if permitted to
do so under the securities laws of Hong Kong) other than with respect to Shares
that are or are intended to be disposed of only to persons outside Hong Kong or
only to professional investors (as defined in the SFO and any rules made under that
ordinance). No person allotted Shares may sell, or offer to sell, such securities in
circumstances that amount to an offer to the public in Hong Kong within six
months following the date of issue of such securities.
The contents of this Prospectus have not been reviewed by any Hong Kong
regulatory authority. You are advised to exercise caution in relation to the Offers.
If you are in doubt about any contents of this Prospectus, you should obtain
independent professional advice.
If you (or any person for whom you are acquiring the Shares) are in Hong Kong,
you (and any such person) warrant by lodging an Application Form that you are
a "professional investor" as defined under the SFO.

6.19

Clearing House Electronic Sub-Register System (CHESS) and Issuer Sponsorship
The Company will apply to participates in CHESS, for those investors who have, or
wish to have, a sponsoring stockbroker. Investors who do not wish to participate
through CHESS will be issuer sponsored by the Company.
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Electronic sub-registers mean that the Company will not be issuing certificates to
investors. Instead, investors will be provided with statements (similar to a bank
account statement) that set out the number of Shares issued to them under this
Prospectus. The notice will also advise holders of their Holder Identification Number
or Security Holder Reference Number and explain, for future reference, the sale
and purchase procedures under CHESS and issuer sponsorship.
Electronic sub-registers also mean ownership of securities can be transferred
without having to rely upon paper documentation. Further monthly statements
will be provided to holders if there have been any changes in their security holding
in the Company during the preceding month.
6.20

Commissions payable
The Company reserves the right to pay a commission of up to 6% (exclusive of
goods and services tax) of amounts subscribed through any licensed securities
dealers or Australian financial services licensee in respect of any valid applications
lodged and accepted by the Company and bearing the stamp of the licensed
securities dealer or Australian financial services licensee. Payments will be subject
to the receipt of a proper tax invoice from the licensed securities dealer or
Australian financial services licensee.

6.21

Taxation
The acquisition and disposal of Shares will have tax consequences, which will differ
depending on the individual financial affairs of each investor.
It is not possible to provide a comprehensive summary of the possible taxation
positions of all potential applicants. As such, all potential investors in the Company
are urged to obtain independent financial advice about the consequences of
acquiring Shares from a taxation viewpoint and generally.
To the maximum extent permitted by law, the Company, its officers and each of
their respective advisors accept no liability and responsibility with respect to the
taxation consequences of subscribing for Shares under this Prospectus.
No brokerage, commission or duty is payable by Applicants on the acquisition of
Shares under the Public Offer.

6.22

Withdrawal of Offer
The Public Offer may be withdrawn at any time. In this event, the Company will
return all application monies (without interest) in accordance with applicable
laws.

6.23

Nominated Adviser
Companies intending to list on NSX are required to have a Nominated Adviser. It
is contemplated that, with a Nominated Adviser for each entity, investors will be
offered better protection because Nominated Advisers are required to make sure
that companies meet the ongoing requirements for listing on NSX and the
requirements of the Corporations Act. The Company has appointed Steinepreis
Paganin as its Nominated Adviser.

5218-01/2529786

24

7.

COMPANY AND BUSINESS OVERVIEW

7.1

Introduction
Smart Auto Australia Limited (Company or Smart Auto) is an Australian public
company limited by shares, incorporated on 28 October 2020. The Company
proposes to list on the NSX and to raise sufficient capital pursuant to this Prospectus
to further commercialise the Business and to pursue its strategic objectives
stipulated in this Prospectus.
The Company’s primary purposes are to act as holding company for the Group,
including its current operating Subsidiary, GTB (incorporated in Hong Kong), and
to act as the listing vehicle for Admission purposes.

7.2

Business Overview
The Group has been operational in the bus fleet rental and management sector
since its main operating subsidiary GTB was incorporated in Hong Kong in June
2010. The Group is principally engaged in:
(a)

provision of bus rental and management services; and

(b)

bus trading,

in Hong Kong via GTB. The Smart Auto Group has over 10 years’ experience in the
industry and is one of the leading bus leasing, management and trading service
providers in Hong Kong (based on the number of buses under the Group’s
management). The Group focuses on two (2) types of bus for its rental and
management services:
(a)

non-franchised licensed bus (NFLB); and

(b)

private light bus.

NFLB is generally operated by the bus operators with passenger service licence
(PSL) issued by the Commissioner for Transport in Hong Kong (PSL has conditions
on non-fixed /tailor-made routes) for commercial purpose. Private light bus is
generally used for school and educational institutions.
All NFLB owned by the Group, or rented by the Group from its suppliers and leased
to its customers, carry a PSL, which displays the types of service(s) that the NFLB
operator is permitted to use the NFLB. Smart Auto generally enters into
Management Agreements with suppliers and Lease Agreements with customers
with respect to the relevant NFLB (refer to Section 13.1.1 of this Prospectus for
further details).
As at the date of this Prospectus, there are around 70 vehicles currently under the
Group’s management and it is one of the leading leasing service providers of “bus
fleets” in Hong Kong.
In addition to its core business offerings mentioned above, other Group revenues
and profits are generated from:
(a)

the trading of associated bus and coach licenses;

(b)

the distributorship of coaches, buses and e-CV products;

(c)

vehicle inspections and maintenance.

5218-01/2529786

25

In Hong Kong, the role of a NFLB service is to supplement regular public transport
services. NFLB were introduced to relieve heavy demand on the franchised bus
and public light bus services during peak hours to fill the gap of passenger
demand which cannot viably be met by the regular public transport services.
NFLB are able to provide customised and ad-hoc transport services to tourists,
students, employees and residents of private property developments in Hong
Kong. For example, hotels, schools, private residential developments and
companies (such as factories or shopping malls) tend to hire NFLB to provide
regular or ad hoc transportation services between the designated premises and
popular transport hubs, rather than maintain their own transportation fleet and
staff. According to the Hong Kong Transport Department, there were 7,190 NFLBs
in January 2021, a slight increase from 7,130 NFLBs in 2018.1
Under the Group’s bus leasing limb, it manages a fleet of NFLBs which the Group
rents from different bus owners and leases them to various operators. In essence,
the Group acts as a middleman between bus owners and NFLB operators.
Through the years, the Group has gained invaluable knowledge and experience
backed by long-standing relationships between the Group and a variety of
suppliers from the automotive industry, particularly in the bus and coach industry,
which it plans to leverage from Admission.
7.3

Group Structure
As at the date of this Prospectus, the corporate structure of the Group is as follows:
Smart Auto Australia Limited
(Australia)

Smart Auto Holding (HK) Limited
(BVI)

Grand Tour Bus Services Limited
(HK)
7.4

Smart Auto’s Business Objectives and Growth Strategy

7.4.1

Business Objectives
The Group operates a successful and proven business model (currently and
predominantly in Hong Kong through GTB) comprising conventional bus rental
and management services and bus trading. With the support and
encouragement of its suppliers who have offered their technological experience,
exceptional after sales service and competitive pricing structures, Smart Auto
believes it has found an excellent entry point to penetrate the Australian and
surrounding markets, as it has done so in Hong Kong.

1

Government of Hong Kong, Transport Department (Special Administrative Region)
<https://www.td.gov.hk/filemanager/en/content_4786/2020%20%20registered%20nfb_service%20type%20(yearly%202003-%20jan%2021)_eng.pdf>
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Below are the key headline developments in the Company’s evolving Business
strategy between GTB’s incorporation and the date of this Prospectus:
Year

Milestone Description

2010

•

GTB established in Hong Kong.

•

Development of suppliers’ network for commercial (heavy)
vehicles and associated parts from countries such as Taiwan,
Sweden, China and Korea.

•

Establishment of a coherent management platform to
manage the rental services of buses and coaches.

•

Over 100 buses under the Group’s management platform.

•

First profitability recorded of AUD$0.2M and turnover of
AUD$3.0M.

•

Launch of the Hong Kong first “School Bus Management APP”.

•

During the fiscal year of 2014/2015, profitability recorded as
HKD7.5M (equivalent to approximately AUD$1.2M).

•

Awarded first major distributorship agreement with regard to
coaches, buses, pioneering hybrid and e-CVs and e-CV
products in Hong Kong.

•

Launch of licenses and buses trading business in Hong Kong.

•

Successful sales of the first batch of electric buses in Hong
Kong.

•

Smart Auto Australia Limited incorporated in Australia.

2011

2013

2015

2017
2018
2019
2020
7.4.2

Growth Strategy
Upon completion of the Public Offer and the admission of the Company to the
Official List of the NSX, the Company’s main strategies are to:
(a)

advance and grow the existing Business (namely conventional bus rental,
management and trading services);

(b)

scale its existing commercial contracts by allocating additional resources;

(c)

penetrate markets through existing and new channels which are
synonymous with, or complementary to, the Business;

(d)

progressively expand into in the Target Countries, starting with Australia;

(e)

invest in software, sales and marketing initiatives and resources to obtain
a greater market share of the industry in which the Group operates in the
Target Countries;

(f)

grow its recurring revenues by attracting existing and new customers and
commercial partners across each of its key revenue sources; and

(g)

evaluate and pursue prospective opportunities in the e-CV sector in line
with its strategy to develop market share.
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Smart Auto has a deep-seated conviction that the benefits of zero emissions, ultraquiet vehicles and economical operating costs will bring a new dimension to the
heavy vehicle industry in Australia. Its mission statement is to become the leader
in “green” transport, logistics and technology. Accordingly, the Group is eager to
enter the Australian electric bus market with the ambition to become a major
player within five (5) years, whilst continuing to focus on its existing Business and
strategies.
The Group plans to take its existing Business strategy focussed on conventional bus
rental, management and trading and implement a similar strategy in Australia,
whilst broadening such offering to further include e-CVs and associated products.
The Group has secured distributorships with two (2) major electric vehicle (EV)
providers in Zonson Smart Auto Corporation (a subsidiary of ZTE Corporation, listed
in Hong Kong and Shenzhen) (Zonson Smart Auto) and Yinlong Energy Co., Ltd
(Yinlong). These additional distributorship arrangements allow the Group to
market and distribute electric buses and associated products in Hong Kong and
Australia. Having a presence in Australia, backed by the listing on NSX, will serve
as a launch pad for the Group to enter the specific markets in the Target Countries
and utilise its existing and new distributorships and relationships from Admission.
7.4.3

Australian Specific Business Development Plan
Post-Admission, Smart Auto intends to setup Australian headquarters in Brisbane
and rent an office close to the wharf for ease of transportation. Once established
in Brisbane, the Group will aim to develop local Australian branches and sales
teams in the other major cities to carry out its marketing, selling and distribution
operations. With this objective in mind, the Group will progressively seek to:
(a)

establish a showroom and offices to demonstrate and educate
customers on a variety of “green” transport technologies including
electric buses and its associated accessories, driverless capabilities and
wireless charging stations;

(b)

establish relevant trial licenses, connections and network with different
State government transport and purchasing units;

(c)

for a better customer experience, develop a mobile app to facilitate
interactions between admin, drivers, staff and customers in terms of
timetable, transport location, account information and traffic updates;

(d)

lobby State governments to secure future contracts for school
transportation;

(e)

market to private schools and the various Catholic education offices to
replace current transport with “Green” transport;

(f)

source a leasing company to enable fully
arrangements direct with Smart Auto and clientele;

(g)

source a service company to initially outsource vehicle servicing;

(h)

create private transport bookings for the public for connectivity between
the city, suburbs and their homes; and

(i)

organise infrastructure with wireless charging stations at the contracted
locations.
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In anticipation of the above, Smart Auto has appointed Mr Chris Allan as its
Australian general manager, who will be responsible for business development in
Australia and the Target Countries. Initially, the Brisbane office will be run by Mr
Allan with minimal staff whilst the Company seeks to identify distributorships or
partnerships in Sydney, Melbourne, Adelaide, Darwin and Perth. Once those
opportunities are identified, the general manager will recruit sales managers and
marketing teams for different major cities based on commercial milestones and
business requirements.
Smart Auto anticipates that it will identify and enter into various trial contracts in
Australia within 12-months of the establishment of the Brisbane headquarters.
Additionally, it will utilise a team of marketing and sales professionals Australiawide to assist in effecting its growth strategy.
7.4.4

Strategic Relationships
The Group (namely through GTB) has established strategic relationships with major
suppliers from the automotive industry, namely Zonson Smart Auto and Yinlong.
The Group plans to build on and leverage such relationships going forward from
Admission.
Refer to Section 13.1.6 of this Prospectus for a summary of the distributorship
arrangements with Zonson Smart Auto and Yinlong.

7.4.5

Proprietary Information and Systems
Smart Auto has invested significant resources in developing its own proprietary
service platform to streamline its fleet management processes in order to better
service its customers.
From Admission, Smart Auto plans to invest and enhance the current system whist
tailoring it for Australian end-users to enrich the customer experience. This will
include the development of a mobile app to facilitate interactions between
admin, drivers, staff and customers in terms of timetable, transport location,
account information and traffic updated etc. This coherent platform will offer
autonomous, eco-friendly, connected and personalized services for a better
customer experience.

7.4.6

Key Dependencies for the Group’s Strategy
The key factors for the Company to meet its strategic objectives are:
(a)

completion of the Public Offer and access to capital to implement its
objectives and growth strategy;

(b)

scalability and further commercialisation of the Group’s revenue streams
from the Business;

(c)

continued demand for the Group’s products and services;

(d)

reliance upon key personnel and management, including finding suitably
qualified staff in Australia post-Admission;

(e)

relaxation of COVID-19 restrictions in the locations in which the Group
currently and plans to operate; and
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(f)

7.5

the Group’s ability to adapt to advancements, changes and other
disruptive factors experienced within the Group’s industry and sectors
generally, many of which may be unforeseen.

Capital Structure
The capital structure of the Company following completion of the Offers is
summarised below:
Shares(1)

Minimum
Subscription

Maximum
Subscription

Shares currently on issue

116,000,000

116,000,000

Shares to be issued pursuant to the
Public Offer

30,000,000

42,000,000

Shares to be issued under the
Advisers Offer(2)

9,280,200

9,280,200

155,280,200

167,280,200

Total Shares on completion of the
Offers
Notes:

7.6

(1)

The rights attaching to the Shares are summarised in Section 14.2.

(2)

Refer to Sections 13.3 for a summary of the Lead Manager Mandate and Corporate
Advisory Mandate, pursuant to which the Advisers Offer is to be made.

Substantial Shareholders
Those Shareholders holding 5% or more of the Shares on issue both as at the date
of this Prospectus and on completion of the Offers are set out in the respective
tables below.
As at the date of the Prospectus

Shareholder(1)
Ms Alyce Wong

Shares

% (undiluted)

116,000,000

100

Notes
(1)

Ms Wong, the Company’s founder, is the sole Shareholder of Smart Auto.

On completion of the Public Offer (assuming Ms Wong does not subscribe and
receive additional Shares pursuant to the Public Offer)
Shareholder1

Ms Alyce Wong

Shares

% (undiluted)
Minimum
Subscription

% (undiluted)
Maximum
Subscription

116,000,000

74.7

69.3

The Company will announce to the NSX details of its top 20 Shareholders (following
completion of the Public Offer) prior to the Shares commencing trading on NSX.
7.7

Use of Funds
The Company intends to apply funds raised from the Public Offer, together with
existing cash reserves, over the next two (2) years following admission of the
Company to the Official List of NSX as follows:
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Use of Funds

Minimum
Subscription
($3,000,000)
$

Existing cash reserves(1)

Maximum
Subscription
($4,200,000)
$

100,000

100,000

Funds raised under the Prospectus

3,000,000

4,200,000

Total

3,100,000

4,300,000

Software development(3)

200,000

200,000

Marketing(4)

200,000

280,000

Staff operations and products(5)

375,000

750,000

Offshore business development(6)

200,000

280,000

Expenses of the Offers(7)

812,000

932,000

Administration costs(8)

450,000

450,000

Working Capital following Admission

863,000

1,408,000

3,100,000

4,300,000

Less
Smart Auto development(2)

Total Use of Funds
Notes:
(1)

Refer to the financial information set out in Section 11 of this Prospectus for further details.
The Company intends to apply these funds towards the purposes set out in this table,
including the payment of the expenses of the Offers of which various amounts will be
payable prior to completion of the Offers. Since May 2020, the Company has expended
approximately $280,000 (excluding GST) in preparing for Admission and preparing the
Prospectus.

(2)

As set out in the table above, in the event Maximum Subscription is raised, the additional
funds received by Smart Auto will be proportionately allocated to each of the Smart
Auto development areas described below.

(3)

Software Development: Software development including hardware, accounting system
and contract management system, in particular, internet of vehicle (include a mobile
app) which will be a key element in the automotive industry going forward, featuring:
•

data management and statistic (ie no. of passengers, seats availability);

•

safety detection within the location (i.e. object pre-detection);

•

real time remote adjustment and reparation;

•

road condition (i.e. traffic light); and

•

rescue management (i.e. pick up and replacement).

(4)

Marketing: Including but not limited to marketing, promotion and exhibition activities and
advertising such as placement of advertisements (television channels and internet,
billboards etc.).

(5)

Staff operations and products: Depending on the uptake of the Public Offer, Smart Auto
may set up multiple offices, branches and showrooms.

(6)

Offshore business development: Offshore business development for Smart Auto’s existing
operations in Hong Kong through GTB, and other Target Countries such as Australia,
Papua New Guinea, New Zealand, Indonesia and the South Pacific Islands.

(7)

Refer to Section 14.6 for further details.
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(8)

Administration costs include the general costs associated with the management and
operation of the Business, including administration expenses, Board and key
management salaries, Directors’ fees, rent and other associated costs.

The above table is a statement of current intentions as of the date of this
Prospectus. As with any budget, intervening events and new circumstances have
the potential to affect the manner in which the funds are ultimately applied. The
Board reserves the right to alter the way funds are applied on this basis.
It is anticipated that the funds raised under the Public Offer will enable 2 years of
full operations. It should be noted that the Company’s budgets will be subject to
modification on an ongoing basis depending on the results obtained from its
ongoing business activities and operations.
On completion of the Public Offer, the Board believes the Company will have
sufficient working capital to carry out its stated objectives. However, it should be
noted that an investment in the Company is speculative and investors are
encouraged to read the risk factors outlined in Section 10.
The use of further debt or equity funding will be considered by the Board where it
is appropriate to expand sales, accelerate product development or capitalise on
further opportunities.
7.8

Proposed dividend policy
It is anticipated that a minimum of 30% of the net profit after tax per annum will
be paid as dividends, subject to the Board declaring such dividends as being
payable (taking into account the cash resources and working capital of the
Group). Smart Auto shall establish a dividend policy whereby all Subsidiaries of
Smart Auto (including GTB) will do all things reasonably necessary to pay dividends
to Smart Auto, as the parent entity of the Group, and to pay those proposed
dividends of Smart Auto to Shareholders.
Despite these intentions, no guarantee can be given about the level or payment
of dividends, the level of imputation or franking of such dividends or the payout
ratios as these matters depend upon the future profits of the Group, its financial
and taxation position and the Directors' views of the most appropriate payout
ratio at that time.

7.9

Additional Information
Investors are referred to and encouraged to read in its entirety the Investigating
Accountant’s Report at Section 12 for further details in relation to financial
information of the Company.
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8.

INDUSTRY OVERVIEW

8.1

Industry Overview – Hong Kong – Leasing, Maintenance, Trading

8.1.1

Government Policy
The Hong Kong Government allows eight (8) types of public NFLB services, namely
tour, hotel, student, employees’, international passenger, residents’, multiple
transport and contract hire services. NFLB can be registered for multiple eligible
purposes, as deemed fit by their operators.
Prior to 2004, the Government’s priority was for NFLB to grow sufficiently to meet
pent-up demand for public transportation which could not be entirely fulfilled by
franchised bus services and green minibus services. Hence, PSL were issued to
qualified new applicants seeking to enter the NFLB services industry. From 2004, as
the NFLB services industry matured and capacity in the industry was sufficient to
meet existing demand, the Government ceased to endorse additional PSL, with
the total number of NFLB plateauing around 7,000.
Demand for NFLB leasing services comes from both bus owners and NFLB
operators. For bus owners, the NFLB leasing service saves them cost and energy,
particularly in developing clients and managing a pool of drivers. NFLB operators
demand leasing services because they have the ability to save resources by using
NFLB leasing services.
Since customers of NFLB leasing service providers are all NFLB operators, the
demand for NFLB operation services determines the demand for NFLB leasing
services. When the demand for NFLB operation services increases, more
companies may be interested in entering the industry and existing players may
need more buses to expand their business, thereby generating demand for NFLB
leasing services. Additionally, more bus owners will likely rent their buses to NFLB
leasing service providers.

8.1.2

Key Industry Factors Impacting the Operating Cost
(a)

Bus and PSL prices
NFLB rental is mainly affected by bus prices and PSL prices. Bus prices are
an important factor that influence NFLB rental feasibility and costing.
Buses subject to stricter emission standards, having more seats or of
European brands and manufacture are typically more expensive, and
thus can charge higher rental. The sale price of buses has been increasing
over the years, as the buses must meet increasingly strict emission
standards.
To a lesser extent, the price of a PSL is another factor that impacts the
viability of NFLB rental. The impact is not as significant as that of bus prices
as a leasing contract is renewed each year and rental costs do not reflect
the real-time fluctuation of PSL prices.

(b)

Tourism
Tourism has traditionally been one of four pillars of Hong Kong’s economy.
Generally speaking, increasing tourist numbers drive demand for NFLB
leasing services (for example, tour groups sourcing transportation options
and individuals requiring private transfers between airports and hotels).
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Prior to the outbreak of COVID-19, the rising numbers of tourists from
mainland China has also seen a jump in the demand for NFLB leasing
services to provide transportation services from the land border between
Hong Kong and mainland China, to the city centres.
COVID-19 is impacting global economic markets and the nature and
extent of the effect of the outbreak on the performance of the Company
remains uncertain, suffice to say that tourism in Hong Kong has been
adversely affected. The Directors are monitoring the situation closely
having considered the impact of COVID-19 on the Company’s business
and financial performance.
(c)

Decentralisation of Hong Kong and urbanisation and industrialisation of
rural areas
Hong Kong is increasingly decentralising by ramping up infrastructure
development outside of the densely populated and congested central
areas in Hong Kong Island and Kowloon. This has created more industrial
facilities and residential properties being constructed further away from
the city centre. Rural regions are being developed by the Government
as new residential areas to meet pent-up demand for homes in Hong
Kong.
This trend has helped to boost demand for NFLB leasing services, as these
developments tend to lack comprehensive links to the public
transportation network. Hence, NFLB services are increasingly being
engaged to provide connecting transportation between these newly
developed areas and public transportation hubs as well as city centres.

(d)

Growth of student enrolment in Hong Kong
According to the Education Bureau of Hong Kong’s Student Enrolment
Statistics for 2019/202, the number of kindergarten student enrolments and
primary school student enrolments stood at over 170,000 and 360,000
respectively during each of the 2018, 2019 and 2020 school semesters.
There is a steady demand for school buses, which is a key service sector
NFLB services in Hong Kong. Additionally, Hong Kong hosts a large
number of students from mainland China, most of whom travel between
Shenzhen in Guangdong Province and Hong Kong on every school day.
The students from mainland China have been a key driver for the growth
of student enrolment in Hong Kong. It is noted that COVID-19 has had
(and will continue to have while it persists) an effect on the resumption of
school activities in Hong Kong (please refer to the COVID-19 related risk
factor in Section 10.2(e)).

(e)

Investors’ growing interest in PSL driving demand for NFLB leasing services
Investors are increasingly interested in investing in PSL, including in lieu of
real estate investments as the Hong Kong Government have tightened
policies on property transactions by including stamp duty and related
taxes. Unlike investing in real estate in Hong Kong, acquiring a PSL does
not result in stamp duty or agent commissions. The increased spending in
non-property sectors has resulted in investors purchasing a larger number

Education Bureau of Hong Kong’s Student Enrolment Statistics for 2019/20 (Kindergarten, Primary and Secondary
Schools) <https://www.edb.gov.hk/attachment/en/about-edb/publications-stat/figures/Enrol_2019.pdf>
2
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of buses and related PSL, while delegating NFLB leasing services to
relevant operators.
8.1.3

Key Barriers of Entry
NFLB leasing service providers must usually have a sizable fleet of NFLB to meet
demands of operators. Leasing service providers should therefore have wide
suppliers network and maintain good relationship with such suppliers to ensure a
stable and sizable fleet of NFLB. NFLB operators are more likely to choose leasing
service providers with sufficient NFLB supply to meet the operators’ changing
demands.
NFLB leasing service providers should also have extensive experience and industry
knowledge to ensure a high quality of professional service. Ongoing customer
support and vehicle maintenance is key to entering and remaining competitive
in the industry. The viability of a NFLB leasing service provider is closely linked with
its reputation.

8.1.4

Competition in the NFLB Leasing Industry
The NFLB industry is relatively fragmented and most operators are small companies
operating only a few buses.
As at the date of this Prospectus, around 10 companies engage in NFLB leasing
services in Hong Kong, with the top 5 companies accounting for approximately
80% of market share in 2020 in terms of number of NFLBs managed. The Group
manage a total of 70 Buses.
The key competition factors in the industry include:
(a)

competitive rental prices;

(b)

the size of bus fleets managed by the NFLB leasing service providers;

(c)

the variety of the NFLBs; and

(d)

the strength of underlying client networks; and

(e)

the extent of ancillary service provided.

From a client’s perspective, a sizable bus fleet with different types of NFLBs ensures
that leasing service providers can offer clients competitive rental prices and
flexibility in meeting client demands regarding the type of bus required (whether
it be for tour, hotel, student, employee, international passenger, resident, multiple
transport or contract hire purposes). From an NFLB suppliers’ perspective,
reasonable rental prices, a wide client base and strong reputation are the key
considerations to remaining competitive in the industry.
The key competitive strengths of the Group lie in its leasing strategies and the size
of its fleet under management. The Group started its NFLB leasing service based
on the Group’s deep industry expertise in the industry.
8.2

Industry Overview – Hong Kong – e-CVs
In Hong Kong, every year about 3,000 residents suffer health issues due to pollution
caused by the transport emissions. With increasing concerns over health and
environment in Hong Kong, the Government launched an electric bus drive in
2013 against choking pollution. The Government allocated HKD$180 million for
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franchised bus companies to purchase electric bus fleet and add them into
current operational services. The Government announced the purchase of 36
single deck electric buses that would include 28 battery electric buses and 8
supercapacitor buses for trial runs, with a view to progressively add them into
service by end of 2021. There are about 180 electric and hybrid buses operated
on Hong Kong roads, which is less than 1% of the total buses in the region. At
present, there are 32 models of e-CVs for public transport and commercial
purposes.
To increase the uptake of electric powertrain in CVs in Hong Kong, the
Government has taken following measures:
(a)

Offering first registration tax (FRT) concessions for EVs. FRT on e-CVs
including goods vehicles, buses, light buses etc. will be fully waived. The
deadline for the concession arrangement is 31 March 2024.

(b)

Enterprises which procure e-CVs are allowed 100% profit tax deduction
for capital expenditures on the EV for the first year of procurement.

(c)

The New Energy Transport Fund (previously known as Pilot Green Transport
Fund) has been in use since 2011 to encourage transport sectors and
charitable/non-profit making organisations to widely use low carbon
transport technologies including e-CVs.

With a notable increase in cost savings and benefits, the Government is also
expected to encourage uptake of EVs through incentive programmes that would
bring overall benefits to commuters, residents, bus operators generally.
8.3

Industry Overview – Australia – e-CVs
In 2020, Australia’s bus and coach transport market registered approximately
86,400 vehicles in its fleet’s worth over AUD$10 billion per year and provided
employment to over 35,000 people. The expansion in road and transport
infrastructure, paralleled by increasing congestion, has led to growth in the bus
and coach market over the last few years. With over 1.5 billion passenger trips,
commuter transport services dominate this market.
The Australian commercial vehicle (CV) industry is categorized as rigid trucks, nonfreight carrying trucks, articulated trucks and buses. Diesel trucks are prominent
among CV fleets due to their durability and fuel economy. However, there are
mounting concerns over CV emissions, steadily increasing public transport usage,
growing urban density, high fuel costs, and improved efficiency in commuter
transport operations are likely to propel the need for e-CVs (including electric
buses and coaches) in the next few years.

8.3.1

Key Drivers, Restraints and Challenges to the Adoption of e-CVs
The Australian e-CV market has the potential for substantial growth going forward
with low penetration and a limited number of competitors characterising the
electric bus market. The key drivers, restraints and challenges in relation to e-CVs
in Australia are as follows:
(a)

Drivers
(i)
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Stringent emissions regulations: In 2010, the Australian
Department of Infrastructure introduced ADR80/03, which was
based on Euro V emission norms. The Australian Government
decision to implement Euro VI emission norms in 2027 received
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major backlash. However, the government is considering
adoption of Euro VI (b) standards on light vehicles to address the
increasing concerns of climate change and expected to
introduce stringent Euro VI (d) emission norms early on all CV
categories that will increase the adoption of e-CVs.

(b)

(ii)

Reduced cost of ownership: Apart from the increasing carbon
footprint of diesel trucks, the fluctuating cost of crude oil is also
likely to hike the vehicle ownership costs of CVs with internal
combustion engines (ICEs), compared to CVs with electric
powertrains. An e-CV with high utilisation rates is likely to yield at
least 13% reduction in total cost of ownership (TCO) compared
to its ICE counterpart. Additionally, factors such as public
charging stations, multiple charging ports per charging station,
reduced electricity costs, federal and state EV incentives, lower
manufacturer retail prices for e-CVs could further reduce TCO by
20% to 30%.

(iii)

Falling battery prices: Globally, improved battery technology has
resulted in falling battery prices. In 2019, battery prices witnessed
a drop of about 85% compared to 2010 levels. OEMs and battery
manufacturers are expecting approximate 35% decline in
battery prices by 2023. This might highlight the appeal of EVs
amongst fleet owners and business owners.

Restraints & Challenges
(i)

Charging infrastructure: Building a public AC charging station for
EVs is likely to cost around AUD 6,000, while the hardware for a
public DC charging station can cost up to AUD 100,000. Setting
up a DC charging station requires the upgrading of electric
supply lines, the installation of 480V transformers and increased
labour hours associated with such work. The high costs incurred
in setting up EV charging stations will translate into higher vehicle
TCO.

(ii)

Market viability: Currently, over 98% of CVs are ICE-based and
the penetration of EV technology into this sector might affect
federal revenues generated from fuel tax. At present, Australian
consumers pay over AUD 0.42/litre as fuel tax. Australia’s
ambitious goal of having 55% EV penetration by 2030, might lead
to a shortfall of about AUD 15 billion in the federal budget as a
consequence of lower fuel excise collections. A critical factor in
determining market viability will be how regulators handle this
revenue disruption.

(iii)

Timeframe in rolling out the technology: Key factors such as
robustness and reliability play a critical role in Rigid Trucks.
Therefore, OEMs and supplier technology rollout must keep pace
with these requirements, exceeding regulatory and market
expectations in order to stay competitive.

Among the key factors that are likely to play a major role in the adoption of e-CVs
in Australia are:
(a)

the readiness of charging infrastructure;

(b)

the ability of e-CVs to cater to different needs and applications;
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(c)

uncertainties over vehicle depreciation costs; and

(d)

downtime and associated costs during charging.

Currently, concerns over the return on investment of electric trucks are restraining
CV fleet owners from replacing their conventional fleets with electric equivalents.
Most e-CVs currently operating in Australia are powered by Lithium-ion (Li-ion)
batteries. Over 75% of the world’s Li-ion batteries are produced in China. More
than 88% of the Li-ion batteries used in e-CVs are Lithium-ion Phosphate (LFP)
batteries that have exceptional safety levels despite their slow rate of charging.
Some alternatives to LFP include Lithium-ion Manganese Oxide, Nickel Cobalt
Aluminium Oxide, and Nickel Manganese Cobalt Oxide. It is however likely to take
another decade for more energy dense alternatives to gain traction in the electric
bus and trucks sector.
8.3.2

State-by-State Comparison
CV fleets in New South Wales (NSW), Victoria, and Queensland collectively
constitute about 76% of Australia’s total CV fleet. The below Figure shows the
percentage share of CVs for each State in Australia in 2020:

Tasmania
2.6%

Northern Territory
1.3%

Australian Capital
Territory
0.6%

Western Australia
14.3%
South Australia
6.2%
Queensland
21.8%

New South Wales
28.6%

Victoria
24.5%

NSW, Victoria and Queensland are the largest contributors to Australia’s national
gross domestic product, with their CV fleets facilitating key industry sectors like
mining, manufacturing, agriculture, and wholesale & retail.
Australia, although a wealthy country with bus networks in every major city, is
behind the world on the electric bus and coach initiatives – presenting a unique
opportunity to the Group to move into an early-stage e-CV market.
Below are summaries of some initiatives implemented by each relevant State:
(a)

New South Wales
The NSW state government plans to electrify Sydney’s bus fleet of around
8,000 vehicles, as has been publicly reported since October 2019. The
NSW Government is seeking proposals to shift Sydney’s entire bus fleet to
an all-electric fleet in a landmark decision that marks one of the first
tangible policies towards that state’s goal of reaching zero net emissions
by 2050. Presently, a trial is being carried out by transport service provider
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Transit Systems with electric buses built with BYD chassis and Australian
body supplier Volgren.
(b)

Victoria
In November 2019, the Victorian Government partnered with Transdev to
launch the state’s first locally-built, fully electric bus on one of Melbourne’s
busiest routes. The trial buses are built with BYD chassis and local body
supplier Volgren. The trial will continue until January 2021 and will be
reviewed to determine the potential to roll out fully electric buses across
Victoria.

(c)

Queensland
There are a number of small developments in electric bus trials in
Queensland. A pilot electric bus will be built for trialling in Brisbane in 2020
by Swiss vehicle maker Hess AG and bus body builder Volgren, after
which an additional 59 vehicles are slated for purchase with an eye to
services commencing in 2023, subject to approvals. Brisbane Airport also
operates a fleet of 11 electric buses for the airport precinct.

8.3.3

Government Policy
The Australian Department of Infrastructure, Transport, Regional Developments &
Communications have set guidelines on importing vehicles into Australia,
including e-CVs. Vehicles being imported into Australia must comply with
minimum safety standards that seek to ensure a safe environment for other road
users.
Any organisation or company interested in importing e-CVs must ensure certain
regulatory eligibility criteria are met (including registration of the vehicle on the
Specialists and Enthusiast Vehicle Scheme (SEVS) register). As per the Motor
Vehicle Standards Act 1989 (Cth), all eligibility criteria must be met to initiate
inclusion of the vehicle in to the SEVS register. Complying with all relevant criteria
enables clearance for the vehicle to be operate on Australian roads.
Department officials and customs will assess an application for vehicle import
approval with all necessary supporting documents. Obtaining vehicle import
approval enables the individual to initiate the import process from overseas. The
timeline for the vehicle clearance might take weeks depending on the vehicle
type and involvement of respective organisations.
The standard process for importing a vehicle to Australia is set out in the following
Figure:
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6. Import Approval Conditions Met

4. Customs Clearance

7. Vehicle Registraion

5. Vehicle Inspection

3. Vehicle Shipment
2. Vehicle Import
Approval

1. Eleigibility Criteria Met

Notwithstanding the current Government protocols in place, robust policies and
promotions (tax credits, rebates, preferential parking fares, and the installation of
charging units, among them) are being implemented worldwide to boost the
demand for and growth of EVs. The role of financial incentives, particularly
reductions in upfront purchase cost, is a key factor that influences purchase
decisions in most prominent EV markets. Non-financial incentives tend to play a
more supporting, rather than leading, role in the uptake of EVs. Current financial
incentives and policies in Australia can be considered restrictive.
While there have been stirrings at the local and state government levels, overall
national policies have been restricted to registration discounts and partial support
for public charging. The Australian government’s proposed plan to set up fast
charging stations in proximity to national highways is one such initiative aimed at
supporting EVs (however a comprehensive policy framework to promote EV
uptake remains elusive). Nevertheless, Australia can significantly advance policies
that support EVs in lieu of their promotions for cleaner air.
The widespread uptake of EVs could result in significant economic and
environmental benefits for Australia. EVs are poised to open an array of
opportunities for adjacent industries, including charging infrastructure
manufacturing and installation, battery manufacturing and recycling, and
battery related mining and processing activity.
As Australia considers issues associated with the implementation of CO2 emissions
standards, there is an opportunity to establish best practices that support the
uptake of EVs, thereby reducing oil consumption, climate-related emissions and
air pollution.
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9.

BOARD, MANAGEMENT AND CORPORATE GOVERNANCE

9.1

The Board
Mr Michael Pixley – Non-Executive Director and Chairman
Michael has 35 years Merchant Banking experience in the Australia and Asian
regions across a broad range of industries from property to biotechnology and
mining, 23 years of which was based in Singapore firstly in private banking for a
large European merchant bank, then employment within a significant Asian family
office prior to returning to investment banking to head up an Australian Boutique
Investment Bank office in Singapore.
Michael returned to Australia in 2003 to drive the IPO of a private biotechnology
company which he co-founded in Singapore. Michael has exhibited strong
leadership and management, in roles from CEO to Executive and Non-Executive
Board positions, in a range of publicly listed and private companies all with a
strong Asian connection, including Mann & Associates PAC, Transocean Group
Ltd, Credit Intelligence, EVE Investments Ltd, Enerco Refresh Ltd, Story-i Ltd and
Oklo Resources Ltd.
Michael holds a Bachelor of Business Management from Curtin University.
Mr Pixley is considered to be an independent Director by the Board.
Ms Nga Lai Wong (Alyce Wong) – Managing Director
Alyce is one of the founders of the Smart Auto Group. Alyce founded the Group’s
current trading entity Grand Tour Bus Services Limited (GTB) in Hong Kong and has
over 10 years of experience in the coach/bus rental, management and trading
industry.
Prior to founding Smart Auto, Alyce held management and senior management
roles with Sunice International Limited and Fok-Hing Industrial Limited in Hong
Kong. She has worked in highly regulated industries and has firsthand experience
dealing with disruptive technologies.
As the current CEO and CFO of Smart Auto, coupled with her deep industry
knowledge and experience, Alyce is responsible for formulating the corporate
strategy, business development, financial management, cost management and
compliance functions of Smart Auto.
Alyce graduated with a Diploma of Marketing from the Office Business Academy
in Australia in 1996.
Ms Wong is not considered to be an independent Director by the Board.
Mr Cheuk Lun Ng (Mark Ng) – Executive Director
Mark is a member of CPA (Australia) and Hong Kong Institute of Certified Public
Accountants. He is currently a director of MN CPA Limited, a Hong Kong based
accounting firm, an executive director of an ASX listed company, Credit
Intelligence Limited and an executive director of Sanvo Fine Chemicals Group
Limited, a company listed on the main board of the Hong Kong Stock Exchange.
Mark has over 20 years of experience in the areas of corporate governance,
financial reporting, auditing, investor relationship, fund raising, internal control and
risk assessment, M&A, tax and listing rules compliance. He has been involved in a
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number of IPOs and M&A activity on major stock exchanges (LSE, HKEX, ASX, SGX,
TSX, NYSE). He has extensive experience in various industries including property
development, hotels and hospitality, power plant and terminals, mining and
oilfield, shipping and logistics, point of sales and retail, fintech and financial
sectors, pharmaceuticals, food and beverages, telecommunications, I.T.,
agricultural and online gaming.
Mark was trained in international CPA firms Grant Thornton and BDO and has been
employed in various managerial positions in listed companies as executive
director, independent non-executive director, company secretary, CFO and
corporate advisor.
Mr Ng is not considered to be an independent Director by the Board.
Mr Gregory Starr – Non-Executive Director and Company Secretary
Gregory is an experienced public company officer, holding senior board and
company secretarial positions in a number of ASX listed companies over the last
20 years. Gregory has been involved in many mergers and acquisitions and debt
and equity financial transactions.
Gregory has held executive and non-executive board positions on ASX listed
companies, Emperor Mines Limited, Golden China Resources Limited, Crater Gold
Limited, Diatreme Resources Limited PLC, Financial Solutions Limited, KBL Mining
Limited (in liquidation, see Section 9.3), World.Net Services Limited, Ephraim
Resources Limited and BIR Financial Limited. He has also been appointed as
company secretary to a number of ASX listed companies, including Azure Health
Technology Limited and BIR Financial Limited.
Gregory brings significant corporate governance and investor relations
experience in ASX listed companies to the Company's board.
Mr Starr is considered to be an independent Director by the Board.
Man-Chi Fat (Francis Man) – Non-Executive Director
Francis has extensive experience in managing commercial vehicle operations
and has experience in the export and logistics sector of over 12 years. He is
currently the general manager of Jolly Bus Company Limited, one of the leading
bus operators in Hong Kong, which operates over 100 commercial vehicles for
schools and organisations. He was also engaged in export and logistic business for
vehicles and parts.
Francis was first trained in Australia, obtaining his undergraduate and post
graduate degrees in Deakin University and Monash University. He has broad
network in the commercial vehicle industry with major manufacturers and
suppliers, operators, export and logistic companies. He is an Australia citizen.
Mr Man is considered to be an independent Director by the Board.
9.2

Key Management
Mr Chris Allan – Australian General Manager
Mr Allan is the Head of Sales at the Mitsubishi/Kia, Toowong, Brisbane. He has been
working there since 2011 and being recognized as the top salesperson for his
achievement above his goals and quota. He manages a team of marketing and
sales professionals who has been breaking sales records in Australia.
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Chris started his sales traineeship with Trio Brothers Trading in 1999 wholesaling
sunglasses around Australia. From their he partnered with a company EYE SEE EYE
in 2001, where he was able to hone his sales skills and abilities and transform the
company from an annual turnover of $200,000 to $2,300,000 on within 2 years. One
of his prouder achievements in this company was creating and developing the
“Chopper Sunglass” brand which became very popular and was sold into CITY
BEACH stores and surf ware shops around the country.
In 2003, Chris moved to Shenzhen, China and during 2003-2009 period he started
up and operated his own trading company C-Trade Intl. He focused on exporting
building materials, Salon furniture and products, car accessories and watches.
80% of exports were to Australia, 10% to USA and 10% to Europe.
Chris returned to Australia in 2011 to start a family and was hired by CBMG to help
build the KIA Franchise in Brisbane. He quickly became head of Sales for Kia and
remained in that brand for 8 years until recently taking on Mitsubishi.
In 2018 Chris commenced with Freedom Motors and ABF (Australian Bus Fleet)
negotiating deals and solving transport and logistics issues associated with
wheelchair and mobility conversion for large vehicles both private and
commercial, as well as buses and coaches.
9.3

Director Disclosures
Each Director above has confirmed to the Company that they anticipate being
able to perform their duties as a Director without constraint from other
commitments. No Director has been the subject of any disciplinary action,
criminal conviction, personal bankruptcy or disqualification in Australia or
elsewhere.
Mr Starr was the managing director of a public company, KBL Mining Limited (KBL).
As a result of a flooding and a pit collapse of the mine from a significant rain event
in central western NSW in July and August 2016, production was stopped and the
directors of KBL appointed administrators due to the subsequent inability to source
sufficient capital to fund its operations. Liquidators were appointed to KBL in June
2018.
The non-associated Directors have considered the above circumstances
surrounding Mr Starr’s involvement in KBL and are of the view that Mr Starr’s
involvement in KBL in no way impacts his appointment and contribution as a
Director.
No other Director has been an officer of a company that has entered into any
form of external administration in the past 10 years as a result of insolvency during
the time that they were an officer or within a 12 month period after they ceased
to be an officer.
The Board has considered the Company’s immediate requirements as it transitions
to an NSX-listed company and is satisfied that the composition of the Board
represents an appropriate range of experience, qualifications and skills at this
time.

9.4

Disclosure of Interests

9.4.1

Interests in Shares
Directors are not required under the Company’s Constitution to hold any Shares
to be eligible to act as a director.
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As at the date of this Prospectus, the Directors have relevant interests in Securities
as follows:
Director

Shares

Michael Pixley

Nil

Alyce Wong

116,000,000

Mark Ng

Nil

Gregory Starr

Nil

Francis Man

Nil

No Director currently intends to subscribe for any Shares under the Public Offer.
9.4.2

Remuneration
The table below sets out, for each of the Directors, the annual remuneration for
the current financial year and the financial following the Company being
admitted to the Official List.
Director

Annual Remuneration
FY 2021

Proposed Annual Remuneration
FY 2022

Michael Pixley

$Nil

$36,000

Alyce Wong

$Nil

$120,000

Mark Ng

$Nil

$60,000

Gregory Starr

$Nil

$25,000

Francis Man

$Nil

$15,000

Notes:

9.5

1.

Refer to Section 13.2 for summaries of agreements entered into by the Company with the Directors and
key management, or entities control by the Directors and key management, including fees payable
to Tearum Advisors Pty Ltd for company secretarial services provided through Mr Gregory Starr.

2.

Each Director was appointed on incorporation of Smart Auto on 28 October 2020, save for Mr Francis
Man who was appointed on 12 November 2020.

3.

The annual remuneration figures are inclusive of statutory superannuation (if any) but exclusive of any
short-term and long-term incentive plans.

4.

The Group adopted 31 March as its financial year end date. Annual remuneration to Directors will
commence upon Admission and covered in FY2022.

Agreements with Directors and Related Parties
The Company’s policy in respect of related party arrangements is:
(a)

a Director with a material personal interest in a matter is required to give
notice to the other Directors before such a matter is considered by the
Board; and

(b)

for the Board to consider such a matter, the Director who has a material
personal interest is not present while the matter is being considered at the
meeting and does not vote on the matter.

The material agreements between the Company and related parties are
summarised in Sections 13.2.1 to 13.2.3.
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9.6

Agreements with Key Management Personnel
The Employment Agreement between the Company and Mr Chris Allan,
Australian general manager, is summarised in Section 13.2.6.

9.7

Corporate Governance
The Company has adopted comprehensive systems of control and accountability
as the basis for the administration of corporate governance. The Board is
committed to administering the policies and procedures with openness and
integrity, pursuing the true spirit of corporate governance commensurate with the
Company’s needs.
To the extent applicable, the Company has adopted The Corporate Governance
Principles and Recommendations (4th Edition) as published by the ASX Corporate
Governance Council (Recommendations).
In light of the Company’s size and nature, the Board considers that the current
Board is a cost effective and practical method of directing and managing the
Company. As the Company’s activities develop in size, nature and scope, the size
of the Board and the implementation of additional corporate governance
policies and structures will be reviewed.
The Company’s main corporate governance policies and practices as at the
date of this Prospectus are outlined below. The Company’s full corporate
governance plan is available in a dedicated corporate governance information
section on the Company’s website www.smartautoltd.com.
(a)

Board of Directors
The Board is responsible for corporate governance of the Company. The
Board develops strategies for the Company, reviews strategic objectives
and monitors performance against those objectives. The goals of the
corporate governance processes are to:
(i)

maintain and increase Shareholder value;

(ii)

ensure a prudential and ethical basis for the Company’s
conduct and activities; and

(iii)

ensure compliance with the Company’s legal and regulatory
objectives.

Consistent with
responsibilities:
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the

Board assumes the following

(i)

developing initiatives for profit and asset growth;

(ii)

reviewing the
corporate,
commercial
and
performance of the Company on a regular basis;

financial

(iii)

acting on behalf
Shareholders; and

to,

(iv)

identifying business risks and implementing actions to manage
those risks and corporate systems to assure quality.

of,

and

being

accountable
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The Company is committed to the circulation of relevant materials to
Directors in a timely manner to facilitate Directors’ participation in Board
discussions on a fully-informed basis.
(b)

Composition of the Board
Election of Board members is substantially the province of the
Shareholders in general meeting. However, subject thereto:
(i)

membership of the Board of Directors will be reviewed regularly
to ensure the mix of skills and expertise is appropriate; and

(ii)

the composition of the Board has been structured so as to
provide the Company with an adequate mix of Directors with
industry knowledge, technical, commercial and financial skills
together with integrity and judgment considered necessary to
represent Shareholders and fulfil the business objectives of the
Company.

As at the date of this Prospectus, the Board consists of five Directors of
whom three are considered independent, being Mr Pixley, Mr Man and
Mr Starr. The Board considers the current balance of skills and expertise is
appropriate for the Company for its current planned level of activity.
The Board undertakes appropriate checks before appointing a person as
a Director or putting forward to Shareholders a candidate for election as
a Director.
The Board ensures that Shareholders are provided with all material
information in the Board’s possession relevant to a decision on whether or
not to elect or re-elect a Director.
(c)

Identification and management of risk
The Board’s collective experience will enable accurate identification of
the principal risks that may affect the Company’s business. Key
operational risks and their management will be recurring items for
deliberation at Board meetings.

(d)

Ethical standards
The Board is committed to the establishment and maintenance of
appropriate ethical standards and to conducting all of the Company’s
business activities fairly, honestly with integrity, and in compliance with all
applicable laws, rules and regulations. In particular, the Company and
the Board are committed to preventing any form of bribery or corruption
and to upholding all laws relevant to these issues as set out in the
Company’s Anti-Bribery and Anti-Corruption Policy. In addition, the
Company encourages reporting of actual and suspected violations of
the Company’s Code of Conduct or other instances of illegal, unethical
or improper conduct. The Company and the Board provide effective
protection from victimisation or dismissal to those reporting such conduct
as set out in its Whistleblower Protection Policy.

(e)
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Subject to prior consultation with the Chairman, the Directors, at the
Company’s expense, may obtain independent professional advice on
issues arising during the course of their duties.
(f)

Remuneration arrangements
The remuneration of an executive Director will be decided by the Board,
without the affected executive Director participating in that decisionmaking process.
The total maximum remuneration of non-executive Directors is initially set
by the Constitution and subsequent variation is by ordinary resolution of
Shareholders in general meeting in accordance with the Constitution, the
Corporations Act and the NSX Listing Rules, as applicable.
The
determination of non-executive Directors’ remuneration within that
maximum will be made by the Board having regard to the inputs and
value to the Company of the respective contributions by each nonexecutive Director. The current amount has been set at an amount not
to exceed $300,000 per annum.
Where agreed by the Board, Directors are also entitled to be paid
reasonable travel, hotel and other expenses incurred by them
respectively in or about the performance of their duties as Directors.
The Board reviews and approves the remuneration policy to enable the
Company to attract and retain executives and Directors who will create
value for Shareholders having consideration to the amount considered to
be commensurate for a company of its size and level of activity as well
as the relevant Directors’ time, commitment and responsibility. The Board
is also responsible for reviewing any employee incentive and equitybased plans including the appropriateness of performance hurdles and
total payments proposed.

(g)

Trading policy
The Board has adopted a policy that sets out the guidelines on the sale
and purchase of securities in the Company by its Directors, officers,
employees and contractors. The policy generally provides that for
Directors, the written acknowledgement of the Chairman (or the Board
in the case of the Chairman) must be obtained prior to trading.

(h)

External audit
The Company in general meetings is responsible for the appointment of
the external auditors of the Company, and the Board from time to time
will review the scope, performance and fees of those external audits.

9.8

Departures from Recommendations
Disclosure of the Company’s corporate governance practices will be given in
accordance with the NSX Listing Rules.
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10.

RISK FACTORS

10.1

Introduction
The Shares offered under this Prospectus are considered highly speculative. An
investment in the Company is not risk free and the Directors strongly recommend
potential investors consider the risk factors described below and in the Investment
Overview, together with information contained elsewhere in this Prospectus,
before deciding whether to apply for Shares and to consult their professional
advisers before deciding whether to apply for Shares pursuant to this Prospectus.
There are specific risks which relate directly to the Company and its business. In
addition, there are other general risks, many of which are largely beyond the
control of the Company and the Directors. The risks identified in this Section and
in the Investment Overview, or other risk factors, may have a material impact on
the financial performance of the Company and the market price of the Shares.
The following is not intended to be an exhaustive list of the risk factors to which the
Company is exposed.

10.2

Company specific risks
(a)

Hong Kong
The Group’s financial condition and its operating results are substantially
dependent on Hong Kong’s economy and demand for the Group’s
services in Hong Kong. Additionally, GTB is specifically subject to the laws
of Hong Kong. Since GTB’s incorporation in June 2010, revenues of the
Group have been derived from operations in Hong Kong and the Board
believe that the revenue generated from Hong Kong will continue to
represent all (or a substantial portion) of the revenue of the Group in the
near future.
Any economic downturn or recession in Hong Kong could lead to
recession of the automotive industry and a decline in demand for the
Group’s services, leading to an adverse impact on the operating result of
the Business.
The Group's operations are subject to the risks associated with operating
in a foreign country. These risks include economic, social or political
instability, hyperinflation, currency non-convertibility, changes of law
affecting foreign ownership, government participation, taxation, working
conditions, rates of exchange, exchange controls, export duties,
repatriation of income, and labour relations.
Although the political conditions under which GTB currently operates in
Hong Kong are stable compared to many areas of the world, changes in
local laws and regulations may have a significant effect on the Group’s
operations, especially changes to automotive related laws and
regulations or to political, legal and fiscal systems which might affect the
ownership and operation of GTB’s interests in Hong Kong.

(b)

Loss of Key Relationships, Customers and Contracts
Although the Group has been operating in Hong Kong effectively for a
decade, in which it has developed key relationships, customers and
contracts, Smart Auto is yet to establish any important client relationships
in Australia and the Target Countries. Although the Company is expected

5218-01/2529786

48

to establish these relationships through development of the Business and
its future growth strategy (as summarised in Section 7.4), the loss of one or
more key relationships, customers or contracts is likely to adversely affect
the operating results of the Company.
GTB generally enter into a one-year lease agreements with its customers.
Although some have been customers for many years, there is no
assurance that these customers will maintain their relationship with the
Group in the future, particularly in the event of an economic downturn
which adversely affects the customer’s business or if the customer
chooses to change their business model leading to a reduction (or
complete halt) of their business to the Group.
(c)

Marketing
The Company’s ability to broaden its customer base and achieve
broader market acceptance of its business will depend to a significant
extent on the ability of its sales and marketing team to drive its sales
pipeline and cultivate relationships to drive revenue growth.
The Company has invested in, and plans to continue, expanding its sales
and marketing activities. Identifying, recruiting, and training sales
personnel will require significant time, expense, and attention. The
Company also plans to dedicate significant resources to sales and
marketing programs. If the Company is unable to hire, develop, and
retain talented sales or marketing personnel, if the Company’s new sales
or marketing personnel are unable to achieve desired productivity levels
in a reasonable period of time, or if the Company’s sales and marketing
programs are not effective, its ability to broaden its customer base and
achieve broader market acceptance of its business could be harmed. In
addition, the investments the Company makes in its sales and marketing
team will occur in advance of experiencing benefits from such
investments, making it difficult to determine in a timely manner if it is
efficiently allocating resources in these areas.

(d)

Competition
Rival product offerings by existing and new competitors as well as
technology developments by competitors may have an adverse impact
on the Company’s business operations, financial performance and
prospects as well as on the value and market price of the Company’s
Shares. This risk may influence the Company’s customer acquisition cost
and customer lifetime value.
Furthermore, the industry in which the Company will be involved is subject
to domestic and global competition. Although the Company will
undertake reasonable due diligence in its business decisions and
operations, the Company will have no influence or control over the
activities or actions of its competitors, which activities or actions may,
positively or negatively, affect the operational and financial
performance of the Company.
Many of the Company’s competitors and potential competitors are
larger and have greater brand name recognition, longer operating
histories, larger marketing budgets and established customer
relationships, access to larger customer bases and significantly greater
resources for the development of their solutions. In addition, the
Company may face potential competition from participants in adjacent
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markets that may enter its markets by leveraging related technologies
and partnering with or acquiring other companies or providing
alternative approaches to provide similar results.
(e)

COVID-19
The outbreak of the coronavirus disease (COVID-19) is impacting global
economic markets. The nature and extent of the effect of the outbreak
on the performance of the Company remains uncertain. The Company’s
Share price may be adversely affected in the short to medium term by
the economic uncertainty caused by COVID-19.
Any governmental or industry measures taken in response to COVID-19
may adversely impact the Company’s operations and are likely to be
beyond the control of the Company. The effects of COVID-19 on the
Company's Share price may also impede the Company's ability to raise
capital, or require the Company to issue capital at a discount, which may
in turn cause dilution to Shareholders.
As set out in Section 11, for the six months ended 30 September 2020, the
decrease in Group revenue was partially offset by Hong Kong
Government grants of: (i) HK$81,000 (equivalent to AU$13,278) under the
Employment Support Scheme; and (ii) HK$467,500 (equivalent to
approximately AU$76,639) subsidy to bus registered owners launched by
the Hong Kong Special Administrative Region Government. Such grants
were COVID-19 related economic measures introduced by the Hong
Kong Government. It is unclear how long such grants will remain available
to the Group.
The Directors are monitoring the situation closely (including in Australia
and Hong Kong) and have considered the impact of COVID-19 on the
Company’s business and financial performance. However, the situation
is continually evolving, and the consequences are therefore inevitably
uncertain. If any of these impacts appear material prior to close of the
Offers, the Company will notify investors under a supplementary
prospectus.

(f)

Reliance on Key Personnel
The Company depends on the expertise, experience and efforts of its
executive officers and other key employees. A failure to attract and
retain executive, business development, technical and other key
personnel could reduce the Company’s revenues and operational
effectiveness.
There is a continuing demand for relevant qualified personnel, and the
Company believes that its future growth and success will depend upon
its ability to attract, train and retain such personnel.
Competition for personnel in the Company’s industry is intense, and there
is a limited number of persons with knowledge of, and experience in, this
industry. There can be no assurance that the Company will maintain
sufficiently qualified personnel on a timely basis or that it will be able to
retain its key management personnel.
An inability to attract or maintain a sufficient number of requisite
personnel, particularly those with the requisite technical expertise, could
have a material adverse effect on the Company’s performance or on
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the Company’s ability to capitalise on market opportunities or meet its
stated objectives.
(g)

Growth
Achievement of the Company’s objectives will largely depend on the
ability of the Board and management to successfully implement its
development and growth strategy.
There can be no assurance that the Board and management will
successfully implement the Company’s growth strategy. The capacity of
the Board and management to properly implement and manage the
strategic direction of the Company and its business will affect the
Company’s financial performance.
In addition, the Company may be subject to growth related risks
including capacity constraints and pressure on its internal systems,
procedures and controls. The ability of the Company to manage growth
effectively will require it to continue to implement and improve its
operational and financial systems and to expand, train and manage its
employee base.
The inability of the Company to deal with and manage growth could
have a material adverse effect on the Company’s business, operations,
financial performance and prospects.
As the Company is targeting rapid sales growth, this may bring challenges
in recruiting sufficient qualified personnel to manage growth and
maintain the desired quality of service and support.

(h)

New Business Initiatives
To continue pursuing its objectives, the Company may from time to time
undertake new business initiatives, including the Company’s strategy to
penetrate the e-CV market in Australia and the Target Countries. Such
arrangements have the potential to expose the Company to risks
commonly associated with such initiatives, including assimilating the new
operations and personnel into the Company. There can be no assurance
the potential initiative will not have a materially adverse effect on the
Company’s business, operations and financial performance.

(i)

Counterparty
The Company has and will engage with a number of counterparties to
successfully commercialise and develop and grow its Business. If
relationships with some or all of these parties break down, or these parties
fail to perform their obligations, the Company’s business, operations and
performance may be adversely affected.

(j)

Strategies
There are no limits on strategies that the Company may pursue. The
strategy discussed in this Prospectus may evolve over time due to, among
other things, market developments and trends, technical challenges, the
emergence of new or enhanced technology, changing regulation
and/or industry practice, and otherwise in the Company’s sole discretion.
Such a change might also be required due to the ever changing nature
of the Company’s industry. As a result, the strategy, approaches, markets
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and products described in this Prospectus may not reflect the strategies,
approaches, markets and products relevant to, or pursued by, the
Company in the future.
Further, a change in strategy may involve material and as yet
unanticipated risks, as well as a high degree of risk, including a higher
degree of risk than the Company’s strategy as set out in this Prospectus.
(k)

Foreign exchange
The Company will be operating in a variety of jurisdictions and as such,
expects to generate revenue and incur costs and expenses in more than
one currency. Consequently, movements in currency exchange rates
may adversely or beneficially affect the Company’s operations, results
and cash flows. Any depreciation of currencies in foreign jurisdictions in
which the Company operates (including Hong Kong) may result in lower
than anticipated revenue, profit and earnings of the Company.

(l)

Access to Capital
The bus rental, management and trading business is capital intensive.
Maintaining competitiveness and implementing growth strategies both
require the Group to obtain additional funds to replenish and expand its
bus fleet. Such additional funding may not be available on commercially
reasonable terms, or at all. Any additional equity financing will dilute
shareholdings, and debt financing, if available, may involve restrictions
on financing and operating activities.
Market volatility and prolonged periods of economic stress, particularly
related to COVID-19, may affect the Group’s ability to raise capital
needed to grow the Business and expand the Group’s existing offering to
further include e-CVs, as set out in Section 7.4.
If the Company is unable to obtain additional financing as needed, it
may be required to reduce the scope of its operations and may not be
able to fund its anticipated expansion, promote its brand, enhance its
Business, or respond to competitive pressures, all of which may adversely
affect the financial performance of the Group.

(m)

Limited History
The Group has limited commercialisation history. The ongoing and future
demand for the Company’s products and services, in existing and target
markets, is yet to be fully tested and established and could be considered
as uncertain.
No assurance can be given that the Company will achieve commercial
viability through the commercialisation of the Business or its anticipated
strategies. In addition, there can be no certainty that the Company will
sustain profitability or achieve or sustain positive cash flow from its
operations.
These factors may affect the Company’s ability to continue as a going
concern.

(n)
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As stated in Section 7.8, the Group aims to pay 30% of its net profit after
tax per annum as dividends, subject to the Board declaring such
dividends as being payable. Despite the current dividend policy, it is not
certain that the Board will put forward a motion in accordance with the
dividend policy, particularly if the Group has insufficient cash resources
and/or working capital. Furthermore, it is possible that the current
dividend policy will be amended in the future by the Board.
(o)

Related Party Transactions
The Group has previously entered into a number of related party
transactions with Golden Champion Travel Company Limited (Golden
Champion Travel), a company in the same industry as the Group, which
was previously controlled by Ms Alyce Wong, Managing Director, and her
spouse. Such transactions formed a substantial portion of the historic
revenue streams of the Group when Golden Champion Travel was a
related party, as shown in the financial statements of the Group in Section
11. Such historic related party transactions included a number of Transfer
Agreements, as summarised in Section 13.1.3 of this Prospectus.
Additionally, in October 2020 a vehicle was provided to the Company in
settlement of amounts due from Golden Champion Travel of $294,121 as
at 30 September 2020. The outstanding balance of the amount due has
been fully settled subsequent to the reporting date (see Section 11 of this
Prospectus for further information).
It is noted however that Golden Champion Travel Company Limited is no
longer a related party of the Group, with Ms Wong and her spouse having
disposed of their shareholding and office in such entity in mid-2020.
The Group may in the future have dealings with related parties as part of
its Business revenue stream. There are inherent risks with any related party
contract due to the related party having greater knowledge of and
access to the Businesses than other contractual counterparties and due
to potential conflicts of interest. Care has been (and will be) taken to
ensure that these agreements are on reasonable arm’s length terms and
that the Group complies with all applicable legal and regulatory
obligations regarding related party dealings.
The Group’s policy is to conduct all dealings, related or not, as a
commercial transaction at arm’s length. At all times, the fiduciary and
the ethical obligations of the Board are paramount to protect
Shareholders. Dealings with a related party must be treated with a
commercial acumen and transparency in order to manage risks properly.

10.3

Industry specific risks
(a)

Business Approvals, Permits and Licences
Smart Auto requires certain licences and approvals to conduct its
Business within the bus rental, management and trading industry
(including Vehicle Licenses and PSL). These licences are granted at the
discretion of the relevant governmental and regulatory authorities, and
the criteria for eligibility may change (although the Group considers this
unlikely). The Business activities of Smart Auto and its subsidiaries are
subject to the supervision of these authorities which have the power to
revoke previously granted licences or approvals or reject applications for
new or extended licences or approvals.
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If any activity of the Group fails to meet the requirements of applicable
rules or regulations, the Group may incur legal liabilities. In particular, if
any entity in the Group fails to obtain the grant or renewal of any required
licences or approvals, the business activities of the affected entity and
the Group as a whole may be interrupted, or, if the affected entity
continues to operate without the necessary licences and approvals, it
may be liable to penalties. Any interruption to the Group’s business
activities or potential penalties may have a material and adverse effect
on Smart Auto and its subsidiaries’ business, net assets, financial condition
and operational results.
Growth plans of the Group are also in part reliant on new or varied
licences and approvals which may not be obtained in the time
contemplated in the Group’s business plan or at all. Adverse regulatory
outcomes such as these may materially impact the Group’s future
revenues and profitability.
With regard to GTB, NFLB rental services in Hong Kong are regulated by
specific legislations regulating the operation of eight (8) types of public
NFLB services (being “A01” to “A08” distributed according to the specific
service to be operated). Operators of an NFLB are required to obtain a
PSL issued by the Commissioner for Transport under the Road Traffic
Ordinance (Chapter 374 of the Laws of Hong Kong) and the Public Bus
Services Ordinance (Chapter 230 of the Laws of Hong Kong) and its
subordinate legislation before it can operate any NFLB services.
Hong Kong law requires that each vehicle operator under a PSL be issued
with a PSL certificate, which authorises the holder to operate one or more
of the eight (8) types of public NFLB services. Individual route operations
are subject to separate endorsement and approval from the
Commissioner for Transport. Therefore, relevant applications must be
made by the operator in accordance with the requirements set out by
the Commissioner for Transport. In the event that GTB fails to renew or
obtain relevant licenses and approvals, even if GTB may be able to
secure leases with the customers, GTB will not be able to provide NFLB
rental services pursuant to the terms and conditions of the lease.
As at the date of this Prospectus, the Company Group holds all necessary
registrations and licences under the laws of Hong Kong to operate its
Business, however there can be no assurance that the Company Group
retains all such licences and registrations.
(b)

Insurance
Where reasonably able to do so, the Group intends to insure its officers,
management and operations in accordance with industry practice and
all legal requirements (including the obtaining of appropriate vehicle
insurance). Management agreements with vehicle owners require that
the Group take out appropriate insurance, and vice-versa.
Additionally, section 4(1) of the Motor Vehicles Insurance (Third Party
Risks) Ordinance (Chapter 272 of the Laws of Hong Kong), makes it
unlawful for any person to use, or to cause or permit any other person to
use, a motor vehicle on a road unless there is an in force in relation to the
user of the vehicle such a policy of insurance in respect of third-party risks.
In certain circumstances, the Group’s insurance may not be of a nature
or level to provide adequate insurance cover. The occurrence of an
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event that is not covered (or fully covered) by insurance could have a
material adverse effect on the business, financial condition and results of
the Group.
(c)

Financial Forecasts
The Directors do not intend to provide financial forecasts given the
Group’s stage of commercial development and the inherent uncertainty
with regard to accurately predicting the future profitability of the Group
as a result of COVID-19. The Directors have considered the matters set
out in ASIC Regulatory Guide 170 and believe that they do not have a
reasonable basis to forecast future earnings on the basis that the
operations of the Company are inherently uncertain. Any forecast or
prospective financial information would contain such a broad range of
potential outcomes and possibilities that it is not possible to prepare a
reliable best estimate.

(d)

Unforeseen Expenditure Risk
Expenditure requirements may arise that have not been anticipated or
taken into account as at the date of this Prospectus. Although the
Company is not aware of any such additional or unforeseen expenditure
requirements, if such expenditure requirements arise, the Company’s
Business, future operations and financial performance, position and
prospects may be adversely impacted.

10.4

General risks
(a)

Economic
General economic conditions, introduction of tax reform, new legislation,
movements in interest and inflation rates and currency exchange rates
may have an adverse effect on the business, operations and financial
performance of the Company, as well as on its ability to fund its
operations.

(b)

Changes in Laws and Government
A change in laws or the policy of a government may affect the rights of
the Company or its activities, including in the Target Countries. This may
result in having a material adverse effect on the Company’s business,
operations and financial performance.
As at the date of this Prospectus, the Company is not aware of any
proposed changes to any policy that may adversely affect the
Company.

(a)

Regulatory Risks
The Company is subject to the laws and regulations of Australia, including
the Corporations Act. However, the Company also has operations in
foreign jurisdictions and is therefore subject to the laws and regulations of
those foreign jurisdictions.
Existing privacy-related laws and regulations in the United States and
other countries are evolving and are subject to potentially differing
interpretations, and various U.S. federal and state or other international
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legislative and regulatory bodies may expand or enact laws regarding
privacy and data security-related matters.
The European Union General Data Protection Regulation (GDPR) came
into effect on 25 May 2018. The GDPR imposes more stringent operational
requirements for processors and controllers of personal data, including,
expanded disclosures about how personal information is to be used,
limitations on retention of information, mandatory data breach
notification requirements and higher standards for data controllers to
demonstrate that they have obtained valid consent or have another
legal basis in place to justify their data processing activities. The GDPR
provides that EU member states may make their own additional laws and
regulations in relation to certain data processing activities, which could
limit the Company’s ability to use and share personal data or could
require localised changes to the Company’s operating model. Under the
GDPR, fines of up to €20 million or up to 4% of the total worldwide annual
turnover of the preceding financial year, whichever is higher, may be
imposed for non-compliance. These new laws could also cause the
Company’s costs to increase and result in further administrative costs to
providing its service.
(c)

Trading and Liquidity Risk
Prior to the Public Offer, there has been no public market in the Shares.
Following admission to the Official List, there can be no guarantee that
an active trading market for the Shares will develop or that the price of
the Shares will increase. There may be relatively few potential buyers or
sellers of the Shares on the NSX at any given time.
This may increase the volatility of the market price of the Shares. It may
also affect the prevailing market price at which Shareholders are able to
sell their Shares. This may result in Shareholders receiving a market price
for their Shares that is less or more than the price that Shareholders paid
for their Shares under the Public Offer.

(d)

Market conditions
Share market conditions may affect the value of the Company’s quoted
securities regardless of the Company’s operating performance. Share
market conditions are affected by many factors such as:
(i)

General economic outlook.

(ii)

Introduction of tax reform or other new legislation.

(iii)

Interest rates and inflation rates.

(iv)

Changes in investor sentiment toward particular market sectors.

(v)

The demand for, and supply of, capital.

(vi)

Terrorism or other hostilities.

The market price of securities can fall as well as rise and may be subject
to varied and unpredictable influences on the market for equities in
general. Neither the Company nor the Directors warrant the future
performance of the Company or any return on an investment in the
Company.
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Applicants should be aware that there are risks associated with any
securities investment. Securities listed on the stock market experience
extreme price and volume fluctuations that have often been unrelated
to the operating performance of such companies. These factors may
materially affect the market price of the Shares regardless of the
Company’s performance.
(e)

Taxation
The acquisition and disposal of Shares will have tax consequences, which
will differ depending on the individual financial affairs of each investor.
All potential investors in the Company are urged to obtain independent
financial advice about the consequences of acquiring Shares from a
taxation viewpoint and generally.
To the maximum extent permitted by law, the Company, its officers and
each of their respective advisors accept no liability and responsibility with
respect to the taxation consequences of subscribing for Shares under this
Prospectus.

(f)

Force Majeure
The Company’s business and operations now or in the future may be
adversely affected by risks outside the control of the Company including
labour unrest, civil disorder, war, subversive activities or sabotage, fires,
floods, explosions or other catastrophes, epidemics or quarantine
restrictions.

(g)

Contractual Disputes and General Litigation
The Group is not currently involved in any litigation. However, the Group
continues to be exposed to possible litigation risks including contractual
disputes, intellectual property disputes, product liability claims, employee
claims and potential disputes with major customers, contractors, former
employees and business partners arising in the ordinary course of business
or otherwise. In addition, the Group may be sued by third parties for
alleged infringement or misappropriation of their proprietary rights or the
Company may be involved in disputes with other parties in the future
which may result in litigation. The outcome of litigation or a dispute
cannot be predicted with certainty. Any such claim or dispute if proven,
may impact adversely on the Company’s operations, financial
performance and financial position.

10.5

Investment speculative
The above list of risk factors ought not to be taken as exhaustive of the risks faced
by the Company or by investors in the Company. The above factors, and others
not specifically referred to above, may in the future materially affect the financial
performance of the Company and the value of the Shares offered under this
Prospectus.
Therefore, the Shares to be issued pursuant to this Prospectus carry no guarantee
with respect to the payment of dividends, returns of capital or the market value
of those Shares.
Potential investors should consider that an investment in the Company is highly
speculative and should consult their professional advisers before deciding
whether to apply for Shares pursuant to this Prospectus.
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11.

FINANCIAL INFORMATION

11.1 INTRODUCTION
11.1.1 Financial Information
Smart Auto Australia Limited (“the Company” or “Smart Auto”) was incorporated in Australia on 28
October 2020 for the purpose of acquiring Grand Tour Bus Services Limited (“GTBS”) (collectively “the
Group”) and as the holding Company proposing to list on the National Stock Exchange of Australia
Limited (“NSX”). Accordingly, the financial information is presented as if Smart Auto had been the parent
company of the Group for the entire period presented.
The Group’s main operating subsidiary, GTBS, was incorporated on 11 June 2010 in Hong Kong and
its principally engaged in the provision of bus rental and management services in Hong Kong. GTBS is
a wholly owned subsidiary of Smart Auto Holding (HK) Limited, a company incorporated in the British
Virgin Islands on 19 May 2020.
The financial information in this Section includes:
•

Statutory Historical Financial Information, being the:
- Statutory Historical Consolidated Statements of Profit or Loss and Other Comprehensive
Income of Smart Auto for the two years ended 31 March 2019 and 2020, and for the six
months ended 30 September 2020;
- Statutory Historical Consolidated Statement of Cash Flows of Smart Auto for the two years
ended 31 March 2019 and 2020, and for the six months ended 30 September 2020; and
- Statutory Historical Consolidated Statement of Financial Position of Smart Auto as at 31
March 2019, 2020 and as at 30 September 2020.

•

Pro Forma Historical Financial Information, being the
-

Pro Forma Historical Consolidated Statement of Financial Position of Smart Auto as at 30
September 2020 reflecting the Directors’ pro forma adjustments.

The Statutory Historical Financial Information and the Pro Forma Historical Financial Information are
collectively referred to as the Financial Information.
No forecast financial information has been provided for the Company.
Smart Auto has a 31 March financial year end. As such, any reference in this Section to “FY” refers to
a 31 March financial year end.
Also summarised in this Section are:
•

the basis of preparation and presentation of the Financial Information (see Section 11.2);

•

the pro-forma adjustments to the Historical Statement of Financial Position and reconciliations to
the statutory historical statement of financial position (see Section 11.4); and

•

Management’s discussion and analysis of the historical financial information.

The Financial Information has been reviewed and reported on by Moore Australia Corporate Finance
(WA) Pty Ltd whose Investigating Accountant’s Report is contained in Section 12. The Investigating
Accountant’s Report has been prepared in accordance with the Australian Standard on Assurance
Engagements ASAE 3450 Assurance Engagement Involving Fundraising and/or Prospective Financial
Information. Investors should note the scope and limitations of the Investigating Accountant’s Report.
The information in this Section should also be read in conjunction with other information contained in
this Prospectus including:
(a)

Management discussion and analysis set out in this Section;

5218-01/2529786

85

(b)

The risk factors described in Section 10;

(c)

Significant accounting policies and critical areas of accounting judgements and estimates set
out in Sections 11.5;

(d)

The Investigating Accountant’s Report on the historical and pro-forma financial information, as
set out in Section 12; and

(e)

Other information contained in the Prospectus.

Investors should also note that historical results are not a guarantee of future performance.
All amounts disclosed in the tables are presented in Australian dollars unless otherwise stated.
11.1.2

Foreign Exchange Rates Applied to the Statutory Historical Financial Information

Smart Auto’s functional currency is Hong Kong dollars ($HKD) due to the current operations being
located in Hong Kong. For each table within the financial information section of this Prospectus the
relevant information has been restated in Australian dollars. To translate the financial information into
Australian dollars ($AUD) we have used the following conversion rates based on the Reserve Bank of
Australia’s (RBA) published foreign exchange rate tables:
Foreign Currency Conversion Rates
$HKD to $AUD exchange rate

1HFY21
FY20
(30 September 2020) (31 March 2020)

FY19
(31 March 2019)

Average rate used in translating the statutory
historical income statement and
statement of cash flows

0.1878

0.1876

0.1748

Exchange rate used in translating the statutory
historical (and pro forma historical) statement
of financial position

0.1815

0.2088

0.1797

11.1.3

Forecast Financial Information

There are significant uncertainties associated with forecasting future revenues and expenses of the
Group. Given uncertainty as to timing and outcome of the Group’s growth strategies and the nature of
the industry in which the Group operates, as well as uncertain macro market and economic conditions
the Group’s performance in any future period cannot be reliably estimated. Given this and after
consideration of ASIC Regulatory Guide 170 the Directors do not believe they have a reasonable basis
to reliably forecast future earnings and accordingly forecast results have not been included in the
Prospectus.

11.2

BASIS OF PREPARATION AND PRESENTATION OF THE FINANCIAL
INFORMATION

11.2.1

Overview

The Directors are responsible for the preparation and presentation of the Financial Information.
The Financial Information included in this Prospectus is intended to present potential investors with
information to assist them in understanding the historical financial performance, cash flows and financial
position of Smart Auto.
The Statutory Historical Financial Information has been prepared in accordance with all applicable
International Financial Reporting Standards (“IFRSs”), which collective term includes all applicable
individual International Financial Reporting Standards, International Accounting Standards (“IAS”) and
related Interpretations, promulgated by the International Accounting Standards Board (“IASB”).
Compliance with IFRS has ensured compliance with Australian Accounting Standards
The Company has applied all the new and revised IFRSs which are effective for the Company’s
accounting period beginning on 1 April 2018 consistently throughout the years to the extent required or
allowed by transitional provisions in the IFRSs, except that the Company adopted (i) IFRS 9 Financial
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Instruments (“IFRS 9”) and IFRS 15 Revenue from Contracts with Customers (“IFRS 15”) on 1 April
2018 and applied IAS 39 Financial Instruments: Recognition and Measurement (“IAS 39”) and IAS 18
Revenue (“IAS 18”) prior to 1 April 2018; and (ii) IFRS 16 Leases (“IFRS 16”) on 1 April 2019 and applied
IAS 17 Leases (“IAS 17”) prior to 1 April 2019.
The Pro Forma Historical Financial Information has been prepared in accordance with the recognition
and measurement requirements of Australian Accounting Standards (AAS), other than that it includes
certain adjustments which have been prepared in a manner consistent with AAS, which reflect the
impact of certain transactions which are planned to or have taken place subsequent to 30 September
2020, as if they had occurred on or before 30 September 2020.
The Pro Forma Historical Financial Information does not reflect the actual statement of financial position
of Smart Auto as at 30 September 2020. Smart Auto believes that it provides useful information as it
illustrates the financial position of the Company as at 30 September 2020 on the basis that the Capital
Raising and other related pro-forma transactions were completed as at that date.
The Financial Information is presented in an abbreviated form and does not include all of the disclosures,
statements or comparative information required by AAS applicable to annual financial reports prepared
in accordance with the Corporations Act.
Accounting policies have been consistently applied throughout the periods presented. Significant
accounting policies of Smart Auto, relevant to the Financial Information are set out in Section 11.5.1.
11.2.2 Preparation of Historical Financial Information
The Historical Financial Information is presented on both a statutory and pro forma basis.
The Statutory Historical Financial Information for the two years ended 31 March 2019 and 2020, and for
the six months ended 30 September 2020 for Smart Auto have been derived from the audited general
purpose historical financial reports of GTBS for the periods ending 31 March 2019 and 2020, and from
the half-year interim review financial reports of GTBS for the six months ended 30 September 2020.
The financial statements of GTBS for the two years ended 31 March 2019 and 2020 were audited by
Moore Stephens CPA Limited (Hong Kong), which issued unqualified audit opinions. The financial
statements of GTBS for the six months ended 30 September 2020 were reviewed by Moore Stephens
CPA Limited (Hong Kong), which noted no matters.
The Pro Forma Historical Financial Information has been prepared for the purposes of inclusion in this
Prospectus. The Pro Forma Historical Financial Information has been derived from the Statutory
Historical Financial Information, adjusted to reflect proposed transactions as set out in Section 11.4.2.
The Pro forma Historical Financial Information presented in this Prospectus has been reviewed by
Moore Australia Corporate Finance (WA) Pty Ltd, whose Investigating Accountant’s Report is contained
in Section 12. Investors should note the scope and limitations of that report.
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11.3

STATUTORY HISTORICAL FINANCIAL INFORMATION

11.3.1 Statutory Historical Statement of Profit or Loss and Other Comprehensive Income
The table below sets out the Statutory Historical Statement of Profit or Loss and Other Comprehensive
Income for the two years ended 31 March 2019 and 2020, and for the six months ended 30 September
2020. The Statutory Historical Statements of Profit or Loss and Other Comprehensive Income are
presented in Australian dollars ($AUD).
Statutory Historical Statements of Profit or Loss and
Other Comprehensive Income

FY19

FY20

1HFY21

$AUD

$AUD

$AUD

Revenue
Gross rental income

3,928,262

3,018,037

521,198

-

1,268,070

867,291

90,434

90,666

28,354

4,018,696

4,376,773

1,416,843

(3,751,181)

(2,832,972)

(386,269)

Gross profit

267,515

1,543,801

1,030,574

Other income and gains

304,100

199,161

147,500

Administrative and operating expenses

(442,073)

(412,284)

(256,810)

Impairment loss allowance on trade receivables

(106,671)

(9,339)

(269,269)

Finance costs

(62,591)

(52,073)

(10,927)

Profit/(Loss) before income tax

(39,720)

1,269,266

641,068

13,114

(223,234)

(79,376)

(26,606)

1,046,032

561,692

Commission income from trading of coaches
Commission income from servicing of coaches and other
support services (IFRS 15)

Cost of services rendered

Income tax (expense)/credit
Profit/(Loss) and other comprehensive income/(loss)
for the year

Notes:
1. Prior to FY20 100% of revenue was derived from bus rental and management related services.
During FY20 the Company commenced distribution of coaches, buses and electric vehicles
from which it derives commission income from trading of coaches.
2. The gross rental income in FY20 and to a greater extent in 1HFY21 was adversely impacted by
COVID 19 and related anti-pandemic measures implemented by the government of Hing Kong.
3. Gross profit margin increased significantly in FY20 and 1HFY21 as the margins made from
trading of coaches is significantly greater than that derived from bus rental and related
management services.
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11.3.2 Statutory Historical Consolidated Statement of Cash Flows
The table below sets out the Statutory Historical Statements of Cash Flows for the two years ended 31
March 2019 and 2020, and the six months ended 30 September 2020. The statutory Historical
Statements of Cash Flows are presented in Australian dollars ($AUD).
Statutory Historical Statements of Cash Flows

FY19

FY20

1HFY21

$AUD

$AUD

$AUD

Cash flows from operating activities
Cash generated from operations
Income tax (paid) refunded
Interest received

1,214,275

539,944

2,227,300

6,552

(3,901)

(19,527)

6

1

-

1,220,833

536,044

2,207,773

-

-

71,382

Advance from/(to) a related company

(745,439)

151,521

(2,213,714)

Net cash generated from/(used in) investing activities

(745,439)

151,521

(2,142,332)

Proceeds from interest-bearing bank borrowings

157,300

-

-

Repayments of interest-bearing bank borrowings

(345,379)

(77,854)

-

Repayments of obligations under finance leases

(246,624)

-

-

-

(563,824)

(51,690)

Net cash generated from operating activities
Cash flows from investing activities
Proceeds from disposal of motor vehicles

Cash flows from financing activities

Payment of principal and interest of lease liabilities
Interest paid

(62,591)

(44,775)

-

(497,294)

(686,453)

(51,690)

(21,900)

1,112

13,751

22,991

2,335

3,950

Differences in FX Exchange - HKD to AUD translation

1,244

503

(979)

Cash and cash equivalents at the end of the
years/period

2,335

3,950

16,722

Net cash used in financing activities
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the
years/period
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11.3.3 Statutory Historical Consolidated Statement of Financial Position
The table below sets out the Statutory Historical Statements of Financial Position as at 31 March 2019
and 2020, and as at 30 September 2020. The Statutory Historical Statements of Financial Position are
presented in Australian dollars ($AUD).
Statutory Historical Statements of Financial Position

31 March 2019
$AUD

31 March 2020 30 September 2020
$AUD

$AUD

Current Assets
Cash at bank

2,335

3,950

16,722

428,435

3,226,827

3,336,077

-

-

2,472,589

6,440,049

2,233,380

294,121

335,322

335,993

466,100

7,206,141

5,800,150

6,585,609

29,928

22,868

8,096

-

629,560

352,768

548,236

-

-

-

-

2,591

Property, plant and equipment

2,525,342

1,451,274

1,001,588

Total Non-Current Assets

3,103,506

2,103,702

1,365,043

10,309,647

7,903,852

7,950,652

650,914

2,100,907

2,554,504

58,530

92,023

49,300

438,598

448,813

372,377

Tax payables

85,121

340,410

407,939

Interest-bearing bank borrowings

74,580

-

-

-

635,763

379,133

391,469

-

-

1,699,212

3,617,916

3,763,253

-

2,743,490

2,355,520

2,247,567

-

-

48,877

59,392

-

Total non-current liabilities

2,296,444

2,802,882

2,355,520

Total Liabilities

3,995,656

6,420,798

6,118,773

Net Assets

6,313,991

1,483,054

1,831,879

17

21

17

Reserves

6,313,974

1,483,033

1,831,862

Total Equity

6,313,991

1,483,054

1,831,879

Trade receivables
Inventories
Amount due from a related company*
Deposits, repayments and other receivables
Total Current Assets
Non-Current Assets
Deposits paid
Right-of-use assets
Passenger service licences
Deferred tax assets

Total Assets

Current Liabilities
Trade payables
Accruals and other payables
Rental deposits received

Lease liabilities
Obligations under finance leases
Total Current Liabilities
Non-current liabilities
Lease liabilities
Obligations under finance leases
Deferred tax liabilities

Equity
Share Capital
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11.4

PRO-FORMA HISTORICAL FINANCIAL INFORMATION

11.4.1 Pro Forma Historical Consolidated Statement of Financial Position
The table below set out the Pro Forma Historical Statement of Financial Position of the Company as at
30 September 2020. The Pro Forma Historical Statement of Financial Position is provided for illustrative
purposes only and is not represented as being necessarily indicative of the Company’s view of its future
financial position.
Pro forma consolidated statement of financial position
Smart Auto
as at 30
September
2020

Pro-Forma
adjustments
(includes
significant
subsequent
events) – Min
Subscription as at
30 September 2020

Pro-Forma
adjustments
(includes
significant
subsequent
events) – Max
Subscription as at
30 September 2020

Pro-Forma –
Min
Subscription
as at 30
September
2020

Pro-Forma –
Max
Subscription
as at 30
September
2020

$AUD

$AUD

$AUD

$AUD

$AUD

Current Assets
Cash at bank

16,722

2,188,000

3,268,000

2,204,722

3,284,722

Trade receivables

3,336,077

-

-

3,336,077

3,336,077

Inventories

2,472,589

294,121

294,121

2,766,710

2,766,710

294,121

(294,121)

(294,121)

-

-

466,100

-

-

466,100

466,100

6,585,609

2,188,000

3,268,000

8,773,609

9,853,609

8,096

-

-

8,096

8,096

Right-of-use assets

352,768

-

-

352,768

352,768

Deferred tax assets

2,591

-

-

2,591

2,591

Property, plant and equipment

1,001,588

-

-

1,001,588

1,001,588

Total Non-Current Assets

1,365,043

-

-

1,365,043

1,365,043

Total Assets

7,950,652

2,188,000

3,268,000

10,138,652

11,218,652

2,554,504

-

-

2,554,504

2,554,504

49,300

-

-

49,300

49,300

372,377

-

-

372,377

372,377

Tax payables

407,939

-

-

407,939

407,939

Lease liabilities

379,133

-

-

379,133

379,133

3,763,253

-

-

3,763,253

3,763,253

Lease liabilities

2,355,520

-

-

2,355,520

2,355,520

Total non-current liabilities

2,355,520

-

-

2,355,520

2,355,520

Total Liabilities

6,118,773

-

-

6,118,773

6,118,773

Net Assets

1,831,879

2,188,000

3,268,000

4,019,879

5,099,879

Amount due from a related
company*
Deposits, repayments and other
receivables
Total Current Assets
Non-Current Assets
Deposits paid

Current Liabilities
Trade payables
Accruals and other payables
Rental deposits received

Total Current Liabilities
Non-current liabilities

Equity
Share capital

17

3,529,102

4,579,469

3,529,119

4,579,486

Reserves

1,831,862

(1,341,102)

(1,311,469)

490,760

520,393

Total Equity

1,831,879

2,188,000

3,268,000

4,019,879

5,099,879
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* The outstanding balance of the amount due has been fully settled subsequent to the reporting date.
The controlling shareholder of Smart Auto and her spouse have disposed of their shareholding and
office in such entity on 9 June 2020.
11.4.2 Notes on the Pro Forma Historical Consolidated Statement of Financial Position
The Pro Forma Statement of Financial Position as at 30 September 2020 is based on the Consolidated
Statement of Financial Position of Smart Auto as at 30 September 2020 incorporating the following
adjustments:
•

Subscription of a minimum of $3,000,000 (30,000,000 shares at $0.10 each) and a maximum of
$4,200,000 (42,000,000 shares at $0.10 each) under the Public Offer.

•

Shares to be issued under the Advisers Offer of $928,020 (9,280,200 shares at $0.10 each).

•

Direct expenses of the Offers totalling $812,000 at the minimum subscription, of which
$398,918 has been debited to share capital and the balance of $413,082 to reserves. And a
maximum of $932,000 at the maximum subscription of which $548,551 has been debited
against share capital and the balance of $383,449 to reserves.

•

In October 2020 a vehicle was provided to the Company in settlement of the amount due from a
related company of $294,121 as at 30 September 2020.

11.4.3 Pro Forma Cash Reconciliation
The table below details the reconciliation of the pro forma cash balance of Smart Auto as 30 September
2020, reflecting the actual cash at bank at that date and reflecting the impact of the pro forma
adjustments as set out in Section 11.4.2.
Pro forma historical cash reconciliation
Minimum

Maximum

16,722

16,722

Capital raising at IPO

3,000,000

4,200,000

Expenses of the Offers

(812,000)

(932,000)

Pro forma cash balance

2,204,722

3,284,722

$AUD
Cash reconciliation
Smart Auto cash at 30 September 2020

11.4.4 Pro Forma Issued Capital Reconciliation
The table below details the reconciliation of the pro forma issued capital balance of Smart Auto as at 30
September 2020, reflecting the actual issued capital balance at that date and reflecting the impact of
the pro forma adjustments as set out in Section 11.4.2:
Pro forma historical issued capital
reconciliation
$AUD

Minimum Offer
Number of
Shares

Maximum Offer
$AUD

Number of
Shares

$AUD

Issued capital reconciliation
116,000,000

17

116,000,000

17

30,000,000

3,000,000

42,000,000

4,200,000

-

(398,918)

-

(548,551)

Shares issued to Advisers

9,280,200

928,020

9,280,200

928,020

Proforma issued capital

155,280,200

3,529,119

167,280,200

4,579,486

Issued and paid up share capital
Shares issued at IPO
Issuing costs
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11.4.5 Subsequent Events
Except for the below subsequent event, to the best of our knowledge and belief, there have been no
other material items, transactions or events subsequent to 30 September 2020 not otherwise disclosed
in this report or the Prospectus that have come to our attention during the course of our review which
would cause the information included in this report to be misleading.
The following subsequent events were noted:
•

In October 2020 a vehicle was provided to the Company in settlement of the amount due from a
related company of $294,121 as at 30 September 2020. The controlling shareholder of Smart
Auto and her spouse have disposed of their shareholding and office in such entity on 9 June
2020.

Impact of COVID-19
Bus management and rental business
Bus operators in Hong Kong were seriously affected by the outbreak of the coronavirus disease
(“COVID-19”) together with the corresponding anti-pandemic measures implemented by the
Government and in the corporate sector. Most of the Group’s customers are bus operators, focusing on
tourist, school and corporate pick up/drop off, residential and shuttle bus services.
The significant decrease in profit stream from bus rental and management, from late in FY20, was mainly
due to
i)

the significant decline in the number of tourists visiting Hong Kong

ii)

the Education Bureau’s request for class suspension at most schools and;

iii)

work from home policy adopted by companies

The situation deteriorated in the beginning of 2020 due to the threat of COVID-19 which suspended the
passenger clearance services at most of the immigration control points in Hong Kong and the
compulsory quarantine of persons arriving in Hong Kong after February 2020. Most tourist related
transport operations have been temporarily suspended.
On the other hand, class suspension and work from home measures resulted in significant decrease in
transport demand for NFBL and private light bus.
However, once the travel restrictions and measures are lifted or relaxed, Hong Kong will again become
one of the top destinations for travellers from China and the rest of the world and other school bus and
corporate pickup/drop off services are expected to fully resume to normal level.
For the six months ended 30 September 2020, the decrease in revenue was partially offset by
Government grants of i) HK$81,000 (equivalent to approximately $AUD15,212) under the Employment
Support Scheme and ii) HK$467,500 (equivalent to approximately $AUD87,797) subsidy to bus
registered owners launched by the Hong Kong Special Administrative Region Government.
The Directors are monitoring the situation closely (including in Australia and Hong Kong) and have
considered the impact of COVID-19 on the Company’s business and financial performance. However,
the situation is continually evolving, and future consequences are therefore inevitably uncertain.
Bus trading business
Revenue from the bus trading business has increased in the six months ended 30 September 2020.
There is a strong demand in the market (i.e. to replace old vehicles, fuel saving by using more modern
electric vehicles). The Group has secured a distributorship with Zonson Smart Auto in Hong Kong and
has secured a number of sales order with Zonson Smart Auto, subsequent to 30 September 2020.
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11.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

11.5.1 Significant Accounting Policies
The principal accounting policies adopted in the preparation of the Financial Information are set out
below. These policies have been consistently applied during the period presented, unless otherwise
stated.
1.

General

Smart Auto Australia Limited (“the Company” or “Smart Auto”) was incorporated in Australia on 28
October 2020 with the aim of being the parent Company to be listed on the NSX.
The Groups main operating subsidiary, Grand Tour Bus Services Limited (“GTBS”), was incorporated
on 11 June 2010 in Hong Kong and its principally engaged in the provision of bus rental and
management services and the trading of coaches, in Hong Kong. The address of its registered office is
Level 24, Governor Phillip Tower, 1 Farrer Place, Sydney, NSW 2000 and its principal place of business
is located at Unit No.1, 8th Floor, Fu Hang Industrial Building, No.1 Hok Yuen Street East, Kowloon,
Hong Kong.
During the years ended 31 March 2019 and 2020, the principal activities of the Company were the
provision of licensed coaches’ rental and management services. During the year ended 31 March 2020,
the Company also expanded its operations to include the business of trading of coaches.
2.

Basis of preparation and presentation

The Financial Information has been prepared in accordance with all applicable International Financial
Reporting Standards (“IFRSs”), which collective term includes all applicable individual International
Financial Reporting Standards, International Accounting Standards (“IASs”) and related Interpretations,
promulgated by the International Accounting Standards Board (“IASB”).
The Company has applied all the new and revised IFRSs which are effective for the Company’s
accounting period beginning on 1 April 2018 consistently throughout the years to the extent required or
allowed by transitional provisions in the IFRSs, except that the Company adopted (i) IFRS 9 Financial
Instruments (“IFRS 9”) and IFRS 15 Revenue from Contracts with Customers (“IFRS 15”) on 1 April
2018 and applied IAS 39 Financial Instruments: Recognition and Measurement (“IAS 39”) and IAS 18
Revenue (“IAS 18”) prior to 1 April 2018; and (ii) IFRS 16 Leases (“IFRS 16”) on 1 April 2019 and applied
IAS 17 Leases (“IAS 17”) prior to 1 April 2019.
The Company's auditor has reported on its financial statements for the two years ended 31 March 2020
and for the half year ended 30 September 2020. The auditor's reports were unqualified; did not include
a reference to any matters to which the auditor drew attention by way of emphasis; and did not contain
a statement under either sections 406(2), 407(2) or (3) of the Companies Ordinance.
The financial statements have been prepared on a historical cost basis and are presented in Hong Kong
dollar (“HK$”), which is also the functional currency of the Company (although for the purposes of this
Prospectus the financial information has been translated to Australian dollars).
It should be noted that accounting estimates and assumptions have been used in preparation of the
Financial Information. Although these estimates are based on management’s best knowledge and
judgement of current events and actions, actual results may ultimately differ from those estimates. The
areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates
are significant to the financial statements are set out below in note 5 “Critical Accounting Estimates and
Judgements”.
3.

Adoption of new and revised IFRS’s

3.1

Summary of the impact of changes in accounting policies

This note explains the impact of (i) the adoption of IFRS 9 and IFRS 15, which have been applied from
1 April 2018; and (ii) the adoption of IFRS 16, which has been applied from 1 April 2018, where they are
not applied or are different to those applied in prior periods. The Company has concluded not to restate
the comparative figures based on the specific transitional provisions in IFRS 9, IFRS 15 and IFRS 16.
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i)

Adoption of IFRS 9 on 1 April 2018
IFRS 9 replaces IAS 39 for annual periods beginning on or after 1 April 2018, bringing together
all three aspects of the accounting for financial instruments: (1) classification and measurement;
(2) impairment and (3) hedge accounting. The adoption of IFRS 9 from 1 April 2018 has resulted
in changes in accounting policies of the Company and the amounts recognised as adjustments
to the opening equity. IFRS 9 was adopted without restating comparative information. The new
impairment rules under IFRS 9 were therefore not reflected in the statement of financial position
as at 31 March 2018.
Classification and measurement of financial assets and financial liabilities
IFRS 9 carries forward the recognition, classification and measurement requirements for
financial liabilities from IAS 39, except for financial liabilities designated at fair value through
profit or loss (“FVTPL”), where the amount of change in fair value attributable to change in credit
risk of the liability is recognised in other comprehensive income unless that would create or
enlarge an accounting mismatch. In addition, IFRS 9 retains the requirements in IAS 39 for
derecognition of financial assets and financial liabilities. However, it eliminates the previous IAS
39 categories for financial assets of held to maturity financial assets, loans and receivables and
available-for-sale financial assets. The adoption of IFRS 9 has no material impact on the
Company’s accounting policies related to financial liabilities and derivative financial instruments.
Under IFRS 9, except for certain trade receivables (that the trade receivables do not contain a
significant financing component in accordance with IFRS 15), an entity shall, at initial
recognition, measure a financial asset at its fair value plus, in the case of a financial asset not
at FVTPL, transaction costs. A financial asset is classified as: (i) financial assets at amortised
cost (“amortised costs”); (ii) financial assets at fair value through other comprehensive income
(“FVOCI”); or (iii) FVTPL (as defined in above). The classification of financial assets under IFRS
9 is generally based on two criteria: (i) the business model under which the financial asset is
managed and (ii) its contractual cash flow characteristics (the “solely payments of principal and
interest” criterion, also known as “SPPI criterion”). Under IFRS 9, embedded derivatives are no
longer required to be separated from a host financial asset. Instead, the hybrid financial
instrument is assessed as a whole for the classification. A financial asset is measured at
amortised cost if it meets both of the following conditions are met and it has not been designated
as at FVTPL:
-

It is held within a business model whose objective is to hold financial assets in order to
collect contractual cash flows; and

-

The contractual terms of the financial asset give rise on specified dates to cash flows that
meet the SPPI criterion.

A debt investment is measured at FVOCI if it meets both of the following conditions and it has
not been designated as at FVTPL:
-

It is held within a business model whose objective is to achieved by both collecting
contractual cash flows and selling financial assets; and

-

The contractual terms of the financial asset give rise on specified dates to cash flows that
meet the SPPI criterion.

On initial recognition of an equity investment that is not held for trading, the Company could
irrevocably elect to present subsequent changes in the investment’s fair value in other
comprehensive income. This election is made on an investment-by-investment basis. All other
financial assets not classified at amortised cost or FVOCI as described above are classified as
FVTPL. This includes all derivative financial assets. On initial recognition, the Company may
irrevocably designate a financial asset that otherwise meets the requirements to be measured
at amortised cost or FVOCI at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch that would otherwise arise.
On 1 April 2018 (the date of initial application of IFRS 9), the management has assessed which
business models apply to the financial assets held by the Company and has classified its
financial instruments into the appropriate IFRS 9 categories. The Company had trade
receivables, deposits paid and other receivables, amount due from a related company and cash
and cash equivalents which were classified as loans and receivables measured at amortised
cost under IAS 39. The change in accounting policy has no significant impact on its
classification.
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Impairment under expected credit losses (“ECLs”) model
IFRS 9 replaces the “incurred loss” model in IAS 39 with the ECLs model. The ECLs model
requires an ongoing measurement of credit risk associated with a financial asset and therefore
recognises ECL earlier than under the “incurred loss” accounting model in IAS 39. The
Company applies the new ECLs model to the financial assets measured at amortised cost,
including trade receivables, deposits paid and other receivables, and cash and cash
equivalents.
Measurement of ECLs
ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the
present value of all expected cash shortfalls (i.e. the difference between the cash flows due to
the Company in accordance with the contract and the cash flows that the Company expect to
receive).
In measuring ECLs, the Company takes into account reasonable and supportable information
that is available without undue cost or effort. This includes information about past events, current
conditions and forecasts of future economic conditions.
ECLs are measured on either of the following bases:
-

12-month ECLs: these are losses that are expected to result from possible default events
within the 12 months after the reporting date; and

-

lifetime ECLs: these are losses that are expected to result from all possible default events
over the expected lives of the items to which the ECLs model applies.

For the Company’s trade receivables, the Company has applied the simplified approach to
recognise and measure lifetime ECLs. To measure the ECLs, trade receivables have been
grouped based on shared credit risk characteristics. Future cash flows of each group
receivables are estimated on the basis of historical credit loss experience, adjusted to reflect
the effects of current conditions as well as forward looking information.
For all other financial instruments, the Company recognises a loss allowance equal to 12-month
ECLs unless there has been a significant increase in credit risk of the financial instrument since
initial recognition, in which case the loss allowance is measured at an amount equal to lifetime
ECLs.
The maximum period considered when estimating ECLs is the maximum contractual period over
which the Company is exposed to credit risk.
ECLs are remeasured at each reporting date to reflect changes in the financial instrument’s
credit risk since initial recognition. Any change in the ECLs amount is recognised in profit or loss
with a corresponding adjustment to the carrying amount of the financial assets.
ii)

Adoption of IFRS 15 on 1 April 2018
IFRS 15 has replaced IAS 11 Construction Contracts (“IAS11”), IAS 18 and other revenuerelated interpretations and it applies to all revenue arising from contracts with customers, unless
those contracts are in the scope of other standards. The new standard establishes a five-step
model to account for revenue arising from contracts with customers. Under IFRS 15, revenue is
recognised at an amount that reflects the consideration to which an entity expects to be entitled
in exchange for transferring goods or services to a customer. The standard requires entities to
exercise judgement, taking into consideration all of the relevant facts and circumstances when
applying each step of the model to contracts with their customers. The principles in IFRS 15
provide a more structured approach for measuring and recognising revenue. The standard also
introduces extensive qualitative and quantitative disclosure requirements. As a result of the
application of IFRS 15, the Company has changed the accounting policy with respect to revenue
recognition in note 4(i) to the financial statements.
The cumulative effect of the initial application of IFRS 15 was not significant to the Company’s
financial statements. The comparative information was not restated and continues to be
reported under IAS 11, IAS 18 and related interpretation.

iii)

Adoption of IFRS 16 on 1 April 2019
The Company has adopted IFRS 16 retrospectively from 1 April 2019, but has not restated
comparatives for the years ended 31 March 2018 and 2019, as permitted under the specific
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transitional provisions in the standard. The reclassifications and the adjustments arising from
the new leasing rules are therefore recognised in the opening balance as at 1 April 2019.
Definition of a lease
The Company has elected the practical expedient to apply IFRS 16 to contracts that were
previously identified as leases applying IAS 17 and International Financial Reporting
Interpretations Committee (“IFRIC”) 4 Determining whether an Arrangement contains a Lease
and not apply this standard to contracts that were not previously identified as containing a lease.
Therefore, the Company has not reassessed contracts which already existed prior to the date
of initial application.
For contracts entered into or modified on or after 1 April 2019, the Company applies the
definition of a lease in accordance with the requirements set out in IFRS 16 in assessing whether
a contract contains a lease.
As a lessee
The Company has applied IFRS 16 retrospectively with the cumulative effect recognised at the
date of initial application on 1 April 2019. As at 1 April 2019, the Company recognised additional
lease liabilities and right-of-use assets at amounts equal to the related lease liabilities adjusted
by any prepaid or accrued lease payments by applying IFRS 16.C8(b)(i) transition. Any
difference at the date of initial application is recognised in the opening retained profits and
comparative information has not been restated.
When applying the modified retrospective approach under IFRS 16 at transition, the Company
applied the following practical expedients to leases previously classified as operating leases
under IAS 17, on lease-by-lease basis, to the extent relevant to the respective lease contracts:
a) elected not to recognise right-of-use assets and lease liabilities for leases with lease term
ends within 12 months of the date of initial application;
b) excluded initial direct costs from measuring the right-of-use assets at the date of initial
application; and
c) applied a single discount rate to a portfolio of leases with reasonably similar characteristics.
When recognising the lease liabilities for leases previously classified as operating leases, the
Company has applied incremental borrowing rates of the Company at the date of initial
application. The weighted average incremental borrowing rates applied by the Company ranged
from 1.9% to 4%.
The carrying amount of the Company’s right-of-use assets as at 1 April 2019 comprises the
following:
Note

Right-of-use assets relating to operating leases recognised upon
application of IFRS 16
Amounts included in property, plant and equipment under IAS 17Assets previously under finance leases

HK$

1,870,256
(a)

2,530,313
4,400,569

(a) In relation to assets previously held under finance leases, the Company recategorized the
carrying amounts of the relevant assets which were still under lease as at 1 April 2019
amounting to HK$2,530,313 (AUD$454,697) as right-of-use assets. In addition, the
Company reclassified the obligations under finance leases of HK$2,177,862
(AUD$391,362) and HK$12,503,888 (AUD$2,246,948) to lease liabilities as current and
non-current liabilities respectively at 1 April 2019.
As a lessor
(b) Lessor accounting under IFRS 16 is substantially, unchanged from IAS 17. Lessors will
continue to classify leases as either operating or finance leases using similar principles as
in IAS 17. Therefore, IFRS 16 does not have an impact for leases where the Company is
the lessor.
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3.2

New and revised IFRSs not yet adopted

Up to the date of issue of these financial statements, certain new and amended IFRSs have been issued
but are not yet effective and have not been adopted in these financial statements by the Company.
The Company has already commenced assessment of the related impact of adopting the new and
revised IFRSs. So far it has concluded that the adoption of them is unlikely to have significant impact
on the financial statements of the Company.
4.

Summary of Accounting Policies

a)

Property, plant and equipment and depreciation

Property, plant and equipment are stated at cost, less provisions for depreciation and impairment losses,
if any.
The cost of an item of property, plant and equipment comprises its purchase price and any directly
attributable cost of bringing the asset to its working condition and location for its intended use.
Expenditure incurred after the item has been put into operation, such as repairs and maintenance and
overhaul costs, is normally charged to profit or loss in the year in which it is incurred. In situations where
it can be clearly demonstrated that the expenditure has resulted in an increase in future economic
benefits expected to be obtained from the use of the item, the expenditure is capitalised as an additional
cost of the item. When an item of property, plant and equipment is sold, its cost and accumulated
depreciation are removed from the financial statements and any gain or loss resulting from the disposal,
being the difference between the net disposal proceeds and the carrying amount of the asset, is included
in the income statement.
Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant
and equipment to its estimated residual value over its estimated useful life.
The principal annual rates used for this purpose are as follows:
Motor vehicles

15% per annum

Furniture, fixtures and office equipment

20% per annum

b)

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The useful lives of
intangible assets are assessed to be either finite or indefinite.
Intangible assets with indefinite useful lives are tested for impairment annually either individually or at
the cash generating unit level. Such intangible assets are not amortised.
The useful life of an intangible asset with an indefinite life is reviewed annually to determine whether
indefinite life assessment continues to be supportable. If not, the change in the useful life assessment
from indefinite to finite is accounted for on a prospective basis.
The Company’s intangible assets represent the passenger service licences, which is stated at cost less
any impairment losses. The sole director of the Company considers that the passenger service licences
are regarded to have indefinite useful lives as there is no foreseeable limit to the period over which these
assets are expected to generate cash flows for the Company. The useful life of passenger service
licences is subject to annual assessment to determine whether events and circumstances continue to
support the indefinite useful lives.
c)

Impairment of non-financial assets

Where an indication of impairment exists, the recoverable amounts of property, plant and equipment
and intangible assets are estimated. An asset’s recoverable amount is the higher of the asset’s or cashgenerating unit’s value in use and its fair value less costs of disposal, and is determined for an individual
asset, unless the asset does not generate cash inflows that are largely independent of those from other
assets or groups of assets, in which case the recoverable amount is determined for the cash-generating
unit to which the asset belongs.
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An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable
amount. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset. An impairment loss is charged to profit or loss in the period in which it
arises in those expense categories consistent with the function of the impaired asset.
An assessment is made at the end of each reporting periods as to whether there is an indication that
previously recognised impairment losses may no longer exist or may have decreased. If such an
indication exists, the recoverable amount is estimated. A previously recognised impairment loss of an
asset is reversed only if there has been a change in the estimates used to determine the recoverable
amount of that asset, but not to an amount higher than the carrying amount that would have been
determined (net of any depreciation and amortisation) had no impairment loss been recognised for the
asset in prior years. A reversal of such an impairment loss is credited to statement of comprehensive
income in the period in which it arises.
d)

Leases

Leases (upon adoption of IFRS 16 from 1 April 2019 onwards)
Definition of a lease
A contract is, or contains, a lease if the contract conveys the right to control the use of an identified asset
for a period of time in exchange for consideration. For contracts entered into or modified or arising from
business combinations on or after the date of initial application, the Company assesses whether a
contract is or contains a lease based on the definition under IFRS 16 at inception, modification date or
acquisition date, as appropriate. Such contract will not be reassessed unless the terms and conditions
of the contract are subsequently changed.
The Company as a lessee
Allocation of consideration to components of a contract
For a contract that contains a lease component and one or more additional lease or non-lease
components, the Company allocates the consideration in the contract to each lease component on the
basis of the relative stand-alone price of the lease component and the aggregate stand-alone price of
the non-lease components.
Short-term leases and leases of low-value assets
The Company applies the short-term lease recognition exemption to rental coaches that have a lease
term of 12 months or less from the commencement date and do not contain a purchase option. It also
applies the recognition exemption for lease of low-value assets. Lease payments on short-term leases
and leases of low-value assets are recognised as expense on a straight-line basis or another systematic
basis over the lease term.
Right-of-use assets
The cost of right-of-use asset includes:
•

the amount of the initial measurement of the lease liability;

•

any lease payments made at or before the commencement date, less any lease incentives
received;

•

any initial direct costs incurred by the Company; and

•

an estimate of costs to be incurred by the Company in dismantling and removing the underlying
assets, restoring the site on which it is located or restoring the underlying asset to the condition
required by the terms and conditions of the lease.

Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses,
and adjusted for any remeasurement of lease liabilities. Right-of-use assets in which the Company is
reasonably certain to obtain ownership of the underlying leased assets at the end of the lease term are
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depreciated from commencement date to the end of the useful life. Otherwise, right-of-use assets are
depreciated on a straight-line basis over the shorter of its estimated useful life and the lease term.
The Company presents right-of-use assets as a separate line item on the statement of financial position.
Refundable rental deposits paid
Based on the definition of lease payments under IFRS 16, refundable rental deposits paid are not
payments relating to the right to use the underlying assets, accordingly, the carrying amounts of such
deposits paid may be adjusted to amortised cost.
Lease liabilities
At the commencement date of a lease, the Company recognises and measures the lease liability at the
present value of lease payments that are unpaid at that date. In calculating the present value of lease
payments, the Company uses the incremental borrowing rate at the lease commencement date if the
interest rate implicit in the lease is not readily determinable.
The lease payments include:
•

fixed payments (including in-substance fixed payments) less any lease incentives receivable;

•

variable lease payments that depend on an index or a rate, initially measured using the index or
rate as at the commencement date;

•

amounts expected to be payable by the Company under residual value guarantees;

•

the exercise price of a purchase option if the Company is reasonably certain to exercise the
option; and

•

payments of penalties for terminating a lease, if the lease term reflects the Company exercising
an option to terminate the lease.

After the commencement date, lease liabilities are adjusted by interest accretion and lease payments.
The Company remeasures lease liabilities (and makes a corresponding adjustment to the related rightof-use assets) whenever:
•

the lease term has changed or there is a change in the assessment of exercise of a purchase
option, in which case the related lease liability is remeasured by discounting the revised lease
payments using a revised discount rate at the date of reassessment.

•

the lease payments change due to changes expected payment under a guaranteed residual value
in which cases the related lease liability is remeasured by discounting the revised lease payments
using the initial discount rate. The Company presents lease liabilities as a separate line item on
the statement of financial position.

Lease modifications
The Company accounts for a lease modification as a separate lease if:
•

the modification increases the scope of the lease by adding the right to use one or more underlying
assets; and

•

the consideration for the leases increases by an amount commensurate with the standalone price
for the increase in scope and any appropriate adjustments to that stand-alone price to reflect the
circumstances of the particular contract.

For a lease modification that is not accounted for as a separate lease, the Company remeasures the
lease liability based on the lease term of the modified lease by discounting the revised lease payments
using a revised discount rate at the effective date of the modification.
The Company accounts for the remeasurement of lease liabilities and lease incentives from lessor by
making corresponding adjustments to the relevant right-of-use asset. When the modified contract
contains a lease component and one or more additional lease or non-lease components, the Company
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allocates the consideration in the modified contract to each lease component on the basis of the relative
stand-alone price of the lease component and the aggregate stand-alone price of the non-lease
components.
The Company as a lessor
Classification and measurement of leases
Leases for which the Company is a lessor are classified as finance or operating leases. Whenever the
terms of the lease transfer substantially all the risks and rewards incidental to ownership of an underlying
asset to the lessee, the contract is classified as a finance lease. All other leases are classified as
operating leases.
Leases in which the Company does not transfer substantially all the risks and rewards incidental to
ownership of an asset are classified as operating leases. When a contract contains lease and non-lease
components, the Company allocates the consideration in the contract to each component on a relative
stand-alone selling price basis. Rental income is accounted for on a straight-line basis over the lease
terms and is included in revenue in the statement of comprehensive income due to its operating nature.
Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying
amount of the leased asset and recognised over the lease term on the same basis as rental income.
Contingent rents are recognised as revenue in the period in which they are earned.
Rental income which are derived from the Company’s ordinary course of business are presented as
revenue.
The Company as a lessee
Assets held under finance leases are recognised as assets of the Company at their fair value at the
inception of the lease or, if lower, at the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the statement of financial position as a finance lease
obligation.
Lease payments are apportioned between finance expenses and reduction of the lease obligation so as
to achieve a constant rate of interest on the remaining balance of the liability. Finance expenses are
recognised immediately in profit or loss, unless they are directly attributable to qualifying assets, in which
case they are capitalised in accordance with the Company’s general policy on borrowing costs.
Contingent rentals are recognised as expenses in the periods in which they are incurred.
Operating lease payments, including the cost of acquiring land held under operating leases, are
recognised as an expense on a straight line basis over the lease term, except where another systematic
basis is more representative of the time pattern in which economic benefits from the leased asset are
consumed. Contingent rentals arising under operating leases are recognised as an expense in the
period of which they are incurred. In the event that lease incentives are received to enter into operating
leases, such incentives are recognised as a liability. The aggregate benefit of incentives is recognised
as a reduction of rental expense on a straight line basis.
The Company as a lessor
When assets are leased out under an operating lease, the asset is included in the statement of financial
position based on the nature of the asset. Lease income on operating leases is recognised over the
term of the lease on a straight-line basis.
e)

Financial instruments

Financial instruments (upon adoption of IFRS 9 from 1 April 2018 onwards)
Financial assets and financial liabilities are recognised when a group entity becomes a party to the
contractual provisions of the instrument. All regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within the time frame established by regulation
or convention in the market place.
Financial assets and financial liabilities are initially measured at fair value except for trade receivables
arising from contracts with customers (that do not have separately identified financing components)
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which are initially measured in accordance with IFRS 15. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial liabilities (other than financial assets or
financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at fair value through profit or loss
are recognised immediately in profit or loss.
The effective interest method is a method of calculating the amortised cost of a financial asset or
financial liability and of allocating and recognising interest income and interest expense in profit or loss
over the relevant period. The effective interest rate is the rate that exactly discounts estimated future
cash receipts or payments (including all fees and points paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or discounts) through the expected life of
the financial asset or financial liability to the gross carrying amount of a financial asset or to the amortised
cost of a financial liability. When calculating the effective interest rate, the Company estimates the
expected cash flows by considering all the contractual terms of the financial instrument but not
considering the expected credit losses.
Interest income which are derived from the Company’s ordinary course of business are presented as
other income.
Financial assets
Classification and measurement of financial assets
Financial assets that meet the following conditions are subsequently measured at amortised cost:
•

the financial asset is held within a business model whose objective is to collect contractual cash
flows; and

•

the contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Financial assets that meet the following conditions are subsequently measured at FVTOCI:
•

the financial asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling; and

•

the contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

All other financial assets are subsequently measured at FVTPL, except that at the date of initial
application/initial recognition of a financial asset the Company may irrevocably elect to present
subsequent changes in fair value of an equity investment in OCI on initial recognition/as at date of initial
application of IFRS 9 if that equity investment is neither held for trading nor contingent consideration
recognised by an acquirer in a business combination to which IFRS 3 Business Combinations applies.
A financial asset is classified as held for trading if:
•

it has been acquired principally for the purpose of selling in the near term;

•

on initial recognition it is a part of a portfolio of identified financial instruments that the Company
manages together and has a recent actual pattern of short-term profit-taking; or

•

it is a derivative that is not a financial guarantee contract of designated and effective as a hedging
instrument.

In addition, the Company may irrevocably designate a financial asset that are required to be measured
at the amortised cost or FVTOCI as measured at FVTPL if doing so eliminates or significantly reduces
an accounting mismatch.
Amortised cost and interest income
Financial assets are recognised using the effective interest method for financial assets measured
subsequently at amortised cost. Interest income is calculated by applying the effective interest rate to
5218-01/2529786

102

the gross carrying amount of a financial asset, except for financial assets that have subsequently
become credit-impaired. For financial assets that have subsequently become credit-impaired, interest
income is recognised by applying the effective interest rate to the amortised cost of the financial asset
from the next reporting period. If the credit risk on the credit-impaired financial instrument improves so
that the financial asset is no longer credit-impaired, interest income is recognised by applying the
effective interest rate to the gross carrying amount of the financial asset from the beginning of the
reporting periods following the determination that the asset is no longer credit impaired.
Accounting policy of impairment of financial assets measured at amortised cost is stated in note 4(f).
Derecognition of financial assets
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognised (i.e., removed from the Company’s statement of financial position)
when:
•

the rights to receive cash flows from the asset have expired; or

•

the Company has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
“pass-through” arrangement; and either (a) the Company has transferred substantially all the risks
and rewards of the asset; or (b) the Company has neither transferred nor retained substantially
all the risks and rewards of the asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if and to what extent it has retained the risk and rewards of
ownership of the asset. When it has neither transferred nor retained substantially all the risks and
rewards of the asset nor transferred control of the asset, the Company continues to recognise the
transferred asset to the extent of the Company’s continuing involvement. In that case, the Company
also recognises an associated liability. The transferred asset and the associated liability are measured
on a basis that reflects the rights and obligations that the Company has retained.
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the maximum amount of consideration that the
Company could be required to repay.
On derecognition of a financial asset measured at amortised cost, the difference between the asset’s
carrying amount and the sum of the consideration received and receivable is recognised in profit or loss.
Financial liabilities
Financial liabilities are classified, at initial recognition, as financial liabilities at amortised costs. All
financial liabilities are recognised initially at fair value and net of directly attributable transaction costs.
The Company’s financial liabilities include bank overdrafts, trade payables, deposits received and other
payables, amount due to a related company and lease liabilities are subsequently measured at
amortised cost, using the effective interest rate method unless the effect of discounting would be
immaterial, in which case they are stated at cost. Gains and losses are recognised in profit or loss when
the liabilities are derecognised as well as through the effective interest rate amortisation process.
Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or
costs that are an integral part of the effective interest rate. The effective interest rate amortisation is
included in “Finance costs” in profit or loss.
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires.
Derecognition of financial liabilities
The Company derecognises financial liabilities when, and only when, the Company’s obligations are
discharged, cancelled or expire. The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised in profit or loss.
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Financial assets
Classification and measurement of financial assets
The Company classifies its financial assets as loans and receivables. The classification depends on the
purpose for which the financial assets were acquired. The Company determines the classification of its
financial assets at initial recognition.
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. They are included in current assets, except for maturities greater than
12 months after the end of the reporting period. These are classified as non-current assets. The
Company’s loans and receivables comprise trade receivables, deposits paid and other receivables,
amount due from a related company and cash and cash equivalents in the statement of financial
position.
Regular way purchases and sales of financial assets are recognised on the trade-date, that is, the date
on which the Company commits to purchase or sell the asset. Investments are initially recognised at fair
value plus transaction costs for all financial assets not carried at fair value through profit or loss. Financial
assets are derecognised when the rights to receive cash flows from the investments have expired or
have been transferred and the Company has transferred substantially all risks and rewards of
ownership. Loans and receivables are subsequently carried at amortised cost using the effective interest
method. Interest income is recognised on an accrual basis using the effective interest method by
applying the rate that exactly discounts the estimated future cash receipts over the expected life of the
financial instrument or a shorter period, when appropriate, to the net carrying amount of the financial
asset.
Derecognition of financial assets
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognised (i.e., removed from the Company’s statement of financial position)
when:
•

the rights to receive cash flows from the asset have expired; or

•

the Company has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
“pass-through” arrangement; and either (a) the Company has transferred substantially all the risks
and rewards of the asset, or (b) the Company has neither transferred nor retained substantially
all the risks and rewards of the asset, but has transferred control of the asset. When the Company
has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has retained the risks and rewards of ownership
of the asset. When it has neither transferred nor retained substantially all the risks and rewards
of the asset nor transferred control of the asset, the Company continues to recognise the
transferred asset to the extent of the Company’s continuing involvement. In that case, the
Company also recognises an associated liability. The transferred asset and the associated liability
are measured on a basis that reflects the rights and obligations that the Company has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the maximum amount of the consideration that
the Company could be required to repay.
Offsetting financial instruments
Financial assets and liabilities are offset and the net amount reported in the statement of financial
position when there is a legally enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis or realise the asset and settle the liability simultaneously. The legally
enforceable right must not be contingent on future events and must be enforceable in the normal course
of business and in the event of default, insolvency or bankruptcy of the Company or the counterparty.
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Financial liabilities
The accounting policy of classification and measurement of financial liabilities has no change under the
application of IAS 39 and IFRS 9. Please refer to above accounting policy in regarding to financial
liabilities.
f)

Impairment of financial assets

Impairment of financial assets (upon adoption of IFRS 9 from 1 April 2018 onwards)
The Company recognises a loss allowance for ECL on financial assets which are subject to impairment
under IFRS 9 (including trade receivables, deposits paid and other receivables, amount due to a related
company and cash bank balance). The amount of ECL is updated at each reporting date to reflect
changes in credit risk since initial recognition.
Lifetime ECL represents the ECL that will result from all possible default events over the expected life
of the relevant instrument. In contrast, 12-month ECL (“12m ECL”) represents the portion of lifetime ECL
that is expected to result from default events that are possible within 12 months after the reporting date.
Assessments are done based on the Company’s historical credit loss experience, adjusted for factors
that are specific to the debtors, general economic conditions and an assessment of both the current
conditions at the reporting date as well as the forecast of future conditions.
The Company always recognises lifetime ECL for trade receivables without significant financing
component. The ECL on these assets are assessed individually for debtors with significant balances
and collectively using a provision matrix with appropriate groupings.
For all other instruments, the Company measures the loss allowance equal to 12m ECL, unless when
there has been a significant increase in credit risk since initial recognition, the Company recognises
lifetime ECL. The assessment of whether lifetime ECL should be recognised is based on significant
increases in the likelihood or risk of a default occurring since initial recognition.
(i) Significant increase in credit risk
In assessing whether the credit risk has increased significantly since initial recognition, the Company
compares the risk of a default occurring on the financial instrument as at the reporting date with the risk
of a default occurring on the financial instrument as at the date of initial recognition. In making this
assessment, the Company considers both quantitative and qualitative information that is reasonable
and supportable, including historical experience and forward-looking information that is available without
undue cost or effort.
In particular, the following information is taken into account when assessing whether credit risk has
increased significantly:
•

an actual or expected significant deterioration in the financial instrument’s external (if available)
or internal credit rating;

•

significant deterioration in external market indicators of credit risk, e.g. a significant increase in
the credit spread, the credit default swap prices for the debtor;

•

existing or forecast adverse changes in business, financial or economic conditions that are
expected to cause a significant decrease in the debtor’s ability to meet its debt obligations;

•

an actual or expected significant deterioration in the operating results of the debtor; or

•

an actual or expected significant adverse change in the regulatory, economic, or technological
environment of the debtor that results in a significant decrease in the debtor’s ability to meet its
debt obligations.

Irrespective of the outcome of the above assessment, the Company presumes that the credit risk has
increased significantly since initial recognition when contractual payments are more than 30 days past
due, unless the Company has reasonable and supportable information that demonstrates otherwise.
The Company regularly monitors the effectiveness of the criteria used to identify whether there has been
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a significant increase in credit risk and revises them as appropriate to ensure that the criteria are capable
of identifying significant increase in credit risk before the amount becomes past due.
(ii) Definition of default
For internal credit risk management, the Company considers an event of default occurs when
information developed internally or obtained from external sources indicates that the debtor is unlikely
to pay its creditors, including the Company, in full (without taking into account any collaterals held by
the Company).
Irrespective of the above, the Company considers that default has occurred when a financial asset is
more than 90 days past due unless the Company has reasonable and supportable information to
demonstrate that a more lagging default criterion is more appropriate.
(iii) Credit-impaired financial assets
A financial asset is credit-impaired when one or more events of default that have a detrimental impact
on the estimated future cash flows of that financial asset have occurred. Evidence that a financial asset
is credit-impaired includes observable data about the following events:
•

significant financial difficulty of the issuer or the borrower;

•

a breach of contract, such as a default or past due event;

•

the lender(s) of the borrower, for economic or contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower a concession(s) that the lender(s) would not
otherwise consider;

•

it is becoming probable that the borrower will enter bankruptcy or other financial reorganisation;
or

•

the disappearance of an active market for that financial asset because of financial difficulties.

(iv) Write-off policy
The Company writes off a financial asset when there is information indicating that the counterparty is in
severe financial difficulty and there is no realistic prospect of recovery, for example, when the
counterparty has been placed under liquidation or has entered into bankruptcy proceedings, or in the
case of trade receivables, when the amounts are over one year past due, whichever occurs sooner.
Financial assets written off may still be subject to enforcement activities under the Company’s recovery
procedures, taking into account legal advice where appropriate. A write-off constitutes a derecognition
event. Any subsequent recoveries are recognised in profit or loss.
(v) Measurement and recognition of ECL
The measurement of ECL is a function of the probability of default, loss given default (i.e. the magnitude
of the loss if there is a default) and the exposure at default. The assessment of the probability of default
and loss given default is based on historical data adjusted by forward-looking information. Estimation of
ECL reflects an unbiased and probability-weighted amount that is determined with the respective risks
of default occurring as the weights.
Generally, the ECL is the difference between all contractual cash flows that are due to the Company in
accordance with the contract and the cash flows that the Company expects to receive, discounted at
the effective interest rate determined at initial recognition.
Where ECL is measured on a collective basis or cater for cases where evidence at the individual
instrument level may not yet be available, the financial instruments are grouped based on:
Nature of financial instruments (i.e. the Company’s trade receivables, deposits paid and other
receivables, amount due from a related company and cash and cash equivalents are each assessed as
a separate group);
•

Past-due status;
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•

Nature, size and industry of debtors; and

•

External credit ratings where available.

The grouping is regularly reviewed by management to ensure the constituents of each group continue
to share similar credit risk characteristics.
The Company recognises an impairment gain or loss in profit or loss for all financial instruments by
adjusting their carrying amount, with the exception of trade receivables where the corresponding
adjustment is recognised through a loss allowance account.
The Company assesses at the end of each reporting period whether there is any objective evidence
that a financial asset or a group of financial assets is impaired. An impairment exists if one or more
events that occurred after the initial recognition of the asset have an impact on the estimated future cash
flows of the financial asset or the group of financial assets that can be reliably estimated. Evidence of
impairment may include indications that a debtor or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or principal payments, the probability that they will
enter bankruptcy or other financial reorganisation and observable data indicating that there is a
measurable decrease in the estimated future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.
For financial assets carried at amortised cost, the Company first assesses whether impairment exists
individually for financial assets that are individually significant, or collectively for financial assets that are
not individually significant. If the Company determines that no objective evidence of impairment exists
for an individually assessed financial asset, whether significant or not, it includes the asset in a group of
financial assets with similar credit risk characteristics and collectively assesses them for impairment.
Assets that are individually assessed for impairment and for which an impairment loss is, or continues
to be, recognised are not included in a collective assessment of impairment. The amount of any
impairment loss identified is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future credit losses that have not yet been
incurred). The present value of the estimated future cash flows is discounted at the financial asset’s
original effective interest rate (i.e., the effective interest rate computed at initial recognition).
The carrying amount of the asset is reduced through the use of an allowance account and the loss is
recognised in profit or loss. Interest income continues to be accrued on the reduced carrying amount
and is accrued using the rate of interest used to discount the future cash flows for the purpose of
measuring the impairment loss. Loans and receivables together with any associated allowance are
written off when there is no realistic prospect of future recovery and all collateral has been realised or
has been transferred to the Company.
If, in a subsequent period, the amount of the estimated impairment loss increases or decreases because
of an event occurring after the impairment was recognised, the previously recognised impairment loss
is increased or reduced by adjusting the allowance account. If a write-off is later recovered, the recovery
is credited to “impairment loss allowance on trade receivables” in statement of comprehensive income.
g)

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid investments that are readily convertible into known
amounts of cash, are subject to an insignificant risk of changes in value, and have a short maturity of
generally within three months when acquired, less bank overdrafts which are repayable on demand and
form an integral part of the Company’s cash management.
For the purpose of the statement of financial position, cash and cash equivalents comprise cash on
hand and at banks, including term deposits, which are not restricted as to use.
h)

Income tax

Income tax represents the sum of current and deferred tax. Income tax relating to items recognised
outside profit or loss is recognised outside profit or loss, either in other comprehensive income or directly
in equity.
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Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to
the taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period, taking into consideration interpretations and practices
prevailing in the countries in which the Company operates.
Deferred tax is provided, using the liability method, on all temporary differences at the end of the
reporting period between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes.
Deferred tax liabilities are recognised for all taxable temporary differences, except:•

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

•

in respect of taxable temporary differences associated with investments in subsidiaries,
associates and joint ventures, when the timing of the reversal of the temporary differences can
be controlled and it is probable that the temporary differences will not reverse in the foreseeable
future.

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

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

•

in respect of deductible temporary differences associated with investments in subsidiaries,
associates and joint ventures, deferred tax assets are only recognised to the extent that it is
probable that the temporary differences will reverse in the foreseeable future and taxable profit
will be available against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part
of the deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed at the end of
each reporting period and are recognised to the extent that it has become probable that sufficient taxable
profit will be available to allow all or part of the deferred tax asset to be recovered.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of each reporting period.
Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off
current tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity
and the same taxation authority.
i)

Revenue recognition

Revenue recognition (upon adoption of IFRS 15 from 1 April 2018 onwards)
Revenue from contracts with customers
Under IFRS 15, the Company recognises revenue when (or as) a performance obligation is satisfied,
i.e. when “control” of the goods or services underlying the particular performance obligation is
transferred to the customer.
A performance obligation represents a good or service (or a bundle of goods or services) that is distinct
or a series of distinct goods or services that are substantially the same. Control is transferred over time
and revenue is recognised over time by reference to the progress towards complete satisfaction of the
relevant performance obligation if one of the following criteria is met:
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•

the customer simultaneously receives and consumes the benefits provided by the Company’s
performance as the Company performs;

•

the Company’s performance creates or enhances an asset that the customer controls as the
Company performs; or

•

the Company’s performance does not create an asset with an alternative use to the Company
and the Company has an enforceable right to payment for performance completed to date.

Otherwise, revenue is recognised at a point in time when the customer obtains control of the distinct
good or service.
A contract asset represents the Company’s right to consideration in exchange for goods or services that
the Company has transferred to a customer that is not yet unconditional. It is assessed for impairment
in accordance with IFRS 9. In contrast, a receivable represents the Company’s unconditional right to
consideration, i.e. only the passage of time is required before payment of that consideration is due.
A contract liability represents the Company’s obligation to transfer goods or services to a customer for
which the Company has received consideration (or an amount of consideration is due) from the
customer.
A contract asset and a contract liability relating to the same contract are accounted for and presented
on a net basis.
Principal versus agent
When another party is involved in providing goods or services to a customer, the Company determines
whether the nature of its promise is a performance obligation to provide the specified goods or services
itself (i.e. the Company is a principal) or to arrange for those goods or services to be provided by the
other party (i.e. the Company is an agent).
The Company is a principal if it controls the specified good or service before that good or service is
transferred to a customer.
The Company is an agent if its performance obligation is to arrange for the provision of the specified
good or service by another party. In this case, the Company does not control the specified good or
service provided by another party before that good or service is transferred to the customer. When the
Company acts as an agent, it recognises revenue in the amount of any fee or commission to which it
expects to be entitled in exchange for arranging for the specified goods or services to be provided by
the other party.
Further details of the Company’s revenue and other income recognition policies are as follows:Commission income from trading of coaches
Commission income from trading of coaches is recognised as the relevant services have been rendered,
which is generally the time when the control have been transferred to the buyer and the buyer accepted
the current conditions of the coach, provided that the Company maintains neither managerial
involvement to the degree usually associated with ownership, nor effective control over the coach sold.
Commission income from servicing of coaches and other support services
Commission income from servicing of coaches and other support services are recognised when the
relevant services have been provided.
Other service income
Other service income is generally derived from advertisement income and referral fee from other vehicle
rental companies, and is recognised upon the provision of services.
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Revenue from other than contracts with customers
Coach rental income
Coach rental income from operating leases is recognised in profit or loss on a straight-line basis over
the term of the relevant lease contract.
Interest income
Interest income is recognised on an accrual basis using the effective interest method by applying the
rate that exactly discounts the estimated future cash receipts over the expected life of the financial
instrument to the net carrying amount of the financial asset.
Revenue recognition (prior to adoption of IFRS 15 before 1 April 2018)
Revenue is recognised when it is probable that the economic benefits will flow to the Company and
when the revenue can be measured reliably, on the following bases:
Commission income from servicing of coaches and other support services
Commission income from servicing of coaches and other support services are recognised when the
relevant services have been provided and the Company received the payment or the right to receive
payment has been established.
Coach rental income
Coach rental income is recognised on a time proportion basis over the lease terms.
Other service income
Other service income is recognised in the period in which the related services are rendered.
Interest income
Interest income is recognised on a time proportion basis using the effective interest method.
j)

Provisions and contingent liabilities

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a
past event and it is probable that a future outflow of resources will be required to settle the obligation,
provided that a reliable estimate can be made of the amount of the obligation. When the time value of
money is material, provisions are stated at the present value at the expenditure expected to settle the
obligation.
All provisions are reviewed at each reporting date and adjusted to reflect the current best estimate.
Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future uncertain events not wholly within the control of the
Company are also disclosed as contingent liabilities unless the probability of outflow of economic
benefits is remote.
k)

Employee benefits

(a) Pension obligations
The Company operates a defined contribution Mandatory Provident Fund retirement benefit scheme
(the “MPF Scheme”) under the Mandatory Provident Fund Schemes Ordinance for employees employed
under the jurisdiction of the Hong Kong Employment Ordinance.
Contributions are made based on a percentage of the employees’ basic salaries and are charged to the
income statement as they become payable in accordance with the rules of the MPF Scheme. The assets
of the MPF Scheme are held separately from those of the Company in an independently administered
fund.
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(b) Termination benefits
Termination benefits are payable when employment is terminated by the Company before the normal
retirement date, or whenever an employee accepts voluntary redundancy in exchange for these benefits.
The Company recognises termination benefits at the earlier of the following dates: (a) when the
Company can no longer withdraw the offer of those benefits; and (b) when the Company recognises
costs for a restructuring that is within the scope of IAS 37 and involves the payment of termination
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 their present value.
(c) Employee leave entitlements
Employee entitlements to annual leave are recognised when they accrue to employees. A provision is
made for the estimated liability for annual leave as a result of services rendered by employees up to the
end of the reporting period. Employee entitlements to sick leave and maternity leave are not recognised
until the time of leave.
l)

Share capital

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.
m)

Dividend distribution

Dividend distribution to the Company’s sole shareholder is recognised as a liability in the Company’s
financial statements in the period in which the dividends are declared by the sole director in case of
interim dividends or approved by the Company’s sole shareholder in case of final dividends.
n)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for the intended use or
sale, are added to the cost of those assets until such time as the assets are substantially ready for their
intended use or sale. All other borrowing costs are recognised in profit or loss in the period in which they
are incurred.
o)

Related Parties

A person, or a close member of that person’s family, is related to the Company if that person:(i)

has control or joint control over the Company;

(ii)

has significant influence over the Company; or

(iii)

is a member of key management personnel of the Company or the Company’s parent;

or
An entity is related to the Company if any of the following conditions applies:(i)

the entity and the Company are members of the same group;

(ii)

one entity is an associate or joint venture of the other entity (or an associate or joint venture of
a member of a group of which the other entity is a member);

(iii)

the entity and the Company are joint ventures of the same third party;

(iv)

one entity is a joint venture of a third entity and the other entity is an associate of the third entity;

(v)

the entity is a post-employment benefit plan for the benefit of employees of either the Company
or an entity related to the Company;

(vi)

the entity is controlled or jointly controlled by a person identified in (I);
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(vii)

a person identified in (I)(i) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity); and

(viii)

the entity, or any member of a group of which it is a part, provides key management personnel
services to the Company or to the Company’s parent.

Close members of the family of a person are those family members who may be expected to influence,
or be influenced by, that person in their dealings with the entity.
5.

Critical Accounting Estimates and Judgements

In the application of the Company’s accounting policies, which are described in note 4, the sole director
of the Company is required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other sources.
The estimates and associated assumptions are based on historical experience and other factors that
are considered to be relevant. Actual results may differ from these estimates. The estimates and
underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the
period of the revision and future periods if the revision affects both current and future periods.
The following are the key assumptions concerning the future and other key sources of estimation
uncertainty at the end of the reporting period, that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within the next financial year.
(a)

Estimated provision of ECL for trade receivables (applicable from 1 April 2018)
The Company has considered all the possible default events over the expected life of the trade
receivables and assessed individually for debtors with significant balances and/or collectively
using a provision matrix through grouping of various debtors that have similar loss patterns,
after considering internal credit ratings of trade debtors, ageing, repayment history and/or past
due status of respective trade receivables. Estimated loss rates are based on historical
observed default rates over the expected life of the debtors and are adjusted for forward looking
information that is reasonable and supportable available without undue costs or effort.
In addition, trade receivables that are credit impaired are assessed for ECL individually. The
loss allowance amount of the credit impaired trade receivables is measured as the difference
between the asset’s carrying amount and the present value of estimated future cash flows with
the consideration of expected future credit losses.
The provision of ECL is sensitive to changes in estimates. The information about the Company’s
assessment of ECL and the details of the Company’s trade receivables are disclosed in notes
15 and 28(b)(i), respectively.

(b)

Principal versus agent consideration (agent) (applicable from 1 April 2018)
The Company engages in the business of trading of coaches, commencing during the year
ended 31 March 2020. The Company concluded that it acts as the agent for such transactions
as its performance obligation is to arrange for the provision of trading of coaches by such as the
Company is primarily responsible for lining up with the suppliers to transfer the coaches to
customers to complete the transactions. The trading of coaches is initiated by the customers
and the Company identifies the suitable suppliers to meet the requirements from the customers.
The Company does not control the specified coaches before those coaches are transferred to
customers.

(c)

Depreciation and impairment assessment of property, plant and equipment and right-of-use
assets (right-of-use assets is applicable from 1 April 2019)
Property, plant and equipment and right-of-use assets with finite useful lives are depreciated on
a straight-line basis over the estimated useful lives of the assets, after taking into account the
estimated residual value, if any. The Company reviews the estimated useful lives of the assets
regularly in order to determine the amount of depreciation expense to be recorded during any
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reporting period. The useful lives are based on the Company’s historical experience with similar
assets and taking into account anticipated technological changes. The depreciation expense for
future periods is adjusted if there are significant changes from previous estimates.
Property, plant and equipment and right-of-use assets with finite useful lives are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount
may not be recoverable. The recoverable amounts of the assets have been determined based
on the higher of fair value less costs of disposal and value-in-use calculations. Such estimation
was based on certain assumptions, which are subject to uncertainty and might materially differ
from the actual results. Property, plant and equipment is not required to make impairment for
the years ended 31 March 2019 and 2020 and right-of-use assets is not required to make
impairment for the year ended 31 March 2020.
(d)

Impairment assessment of passenger service licences
The Company determines whether the passenger service licences with indefinite useful lives
are impaired at least on an annual basis. This requires an estimation of the value in use of the
cash-generating unit. The passenger service licences was assessed on an open market basis
in each of the reporting date by the sole director of the Company with reference to recent marketquoted prices. The estimation of fair value also includes assumptions such as government
policies for passenger service licences businesses remained unchanged and continuous
existence of an open market for passenger service licences. The fair values of passenger
service licences were HK$3,170,000 (AUD$569,649)and Nil as at 31 March 2019 and 2020.

(e)

Significant judgement in determining the lease term of contracts with renewal options
(applicable from 1 April 2019)
The Company has certain lease contracts in relation to rental coaches that include extension
and termination options. The Company applies judgement in evaluating whether or not to
exercise the option to renew or terminate the lease. That is, it considers all relevant factors that
create an economic incentive for it to exercise either the renewal or termination. After the
commencement date, the Company reassesses the lease term if there is a significant event or
change in circumstances that is within its control and affects its ability to exercise or not to
exercise the option to renew or to terminate.

11.6

MANAGEMENT DISCUSSION AND ANALYSIS OF THE HISTORICAL FINANCIAL
INFORMATION

11.6.1 General Overview
The Section below is a discussion of Smart Auto’s operating and financial performance during
the period of the statutory historical financial information and which may impact on future
operating and financial performance.
The general matters discussed below are a summary only do not represent all events and
factors that affected the Company’s historical operating and financial performance, nor
everything that may affect the Company’s operating and financial performance in future periods.
The information in this Section should also be read in conjunction with the risk factors set out in
Section 10 and the other information set out in this Prospectus.
11.6.2 Key Factors Affecting SMART AUTO’s Historical Statement of Profit or Loss
General
Smart Auto’s financial performance is substantially dependent on Hong Kong’s economy and
demand for the Group’s services in Hong Kong. Any economic downturn or recession in Hong
Kong could lead to recession in the automotive industry and a decline in demand for Smart
Auto’s services, leading to an adverse impact on the operating result of the Business. Smart
Auto (through GTBS) generally enter into a one-year lease agreement with its customers.
Although some have been customers for many years, there is no assurance that these
customers will maintain their relationship with the Group in the future.
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Impairment of receivables
Smart Auto measures the expected credit loss based on a lifetime expected loss allowance for
all trade receivables, by using a provision matrix for the calculation, taking into account the
credit risk characteristics and the days past due. For FY19, Smart Auto recognised an
impairment loss allowance on trade receivables of AUD$106,671. At this time Smart Auto
focused on assessment of customer quality to eliminate some of the previous customers with
relatively low quality, in terms of their operating history, management and financial ability. For
FY20 the Company recognised an impairment loss allowance on trade receivables of
AUD$9,339. For 1HFY21 the Company recognised a higher impairment loss allowance on
trade receivables of AUD$269,269, the higher impairment charges resulting from the changing
attribute of its customers associated with the coach trading business.
Change of business model and market development
From FY20, Smart Auto has progressively developed another profit stream on top of the
provision of bus rental and management services, with approximately 30% of revenue being
derived from the distributorship of coaches, buses and electric vehicle product business. Smart
Auto derives higher margins from the coach trading business as well as less human resource
required. As at the date of this report, Smart Auto has successfully secured the distributorship
right in Hong Kong and Australia with major suppliers of electric coaches.
11.6.3 Revenue
Revenue for FY20 increased by approximately 8.9% compared to FY19. The increase was
mainly contributed by the introduction of the bus trading business in FY20, which contributed
approximately AUD$1,268,070 to revenue that year, offset by a decrease in the bus rental and
management service revenue of approximately AUD910,225 (as a result of customers’ quality
assessment measures adopted by Smart Auto).
For 1HFY21, Smart Auto enjoyed increased demand in respect of the bus trading business and
recorded AUD$867,291 revenue in this segment. As disclosed in Section 11.4.5, bus operators
in Hong Kong were seriously affected by the outbreak of the COVID-19 together with the
corresponding anti-pandemic measures implemented by the Hong Kong Government. Most of
the Company’s customers are bus operators, focusing on tourist, school and corporate pick
up/drop off and residential shuttle bus services and have temporarily suspended their services.
As a result, revenue from the bus rental and management service decreased significantly to
AUD$521,198 for 1HFY21 (approximately 17.3% compared to FY20’s full year revenue).
11.6.4 Operating Expenses
Operating expenses mainly comprised i) depreciation of property plant and equipment, ii) lease
payments, iii) staff costs and iv) impairment loss allowance on trade receivables,
Depreciation (comprising property, plant and equipment and right-of-use assets) for FY20 has
increased by 55%, from AUD$405,505 in FY19 to AUD$631,031 in FY20. The increase was
mainly due to the adoption of IFRS 16 "Leases" ("IFRS 16") retrospectively from 1 April 2019,
as comparatives for FY19 were not restated as permitted under the specific transitional
provisions in the standard. An additional 5 lease agreements of motor vehicles and one lease
agreement of leased premises, with more than one year lease terms have been recognised as
right-of-use assets upon the adoption of IFRS 16. For 1HFY21 Smart Auto disposed of certain
motor vehicles, as a result the depreciation (including property, plant and equipment and rightof-use assets) decreased to AUD$192,811.
Operating lease expenses (including minimum lease payments under operating leases and
short-term leases) decreased by i) 34% from AUD$3,340,096 in FY19 to AUD$2,209,264 in
FY20 and by ii 90% from AUD$2,209,264 in FY20 to AUD$213,191 in 1HFY21. The decreases
were mainly due to the impact of COVID-19 pandemic, with some of the customers suspending
the lease agreements of motor vehicles as a result of the anti-pandemic measures implemented
by the Government.
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Staff costs (including salaries and allowances and retirement benefit scheme contributions)
decreased by i) 12% from AUD$203,991 in FY19 to AUD$180,565 in FY20 and ii) 60% from
AUD$180,565 in FY20 to AUD$72,622 in 1HFY21. During FY20, Smart Auto developed the
distributorship of coaches, buses and electric vehicle product business, as a result less human
resource is required, thus, staff costs decreased during and subsequent to this period (also,
Smart Auto did not renew the employment contact for one of the subsidiary’s directors).
11.6.5 EBITDA and Margin Improvement
Smart Auto recorded gross profit of AUD$267,515, AUD$1,543,801 and AUD$1,030,574 for
FY19, FY20 and 1HFY21 respectively, representing gross profit margins (as a percentage of
sales) of 6.7%, 35.3% and 72.7% respectively. From FY20, Smart Auto has progressively
developed the distributorship of coaches, buses and electric vehicle product business from
which the Company derives higher margins as well as less human resource required. For FY19,
FY20 and 1HFY21, Smart Auto has derived 0%, 30.0% and 61.2% respectively, of its revenue
from the bus trading business.
Summary Statement of Profit or Loss

Revenue

FY19

FY20

1HFY21

$AUD

$AUD

$AUD

4,018,696

4,376,773

1,416,843

(3,751,181)

(2,832,972)

(386,269)

267,515

1,543,801

1,030,574

6.7%

35.3%

72.7%

304,100

199,161

147,500

(611,335)

(473,696)

(537,006)

Profit/(Loss) before income tax

(39,720)

1,269,266

641,068

Add: Interest and Depreciation

468,043

683,235

203,788

Earnings before Interest Tax
Depreciation and Amortisation (EBITDA)

428,323

1,952,501

844,856

Cost of services rendered
Gross profit
Gross profit margin

Other income and gains
Total expenses

11.6.6 Tax
The standard profit tax rate in Hong Kong is 16.5% on the estimated assessable profits. On 21
March 2018, the Hong Kong Legislative Council passed the Inland Revenue (Amendment)
(No.7) Bill 2017 (the “Bill”) which introduces a two-tiered points tax rate regime. The Bill was
signed into law on 28 March 2018 and was gazetted on the following day. Under the regime,
the first HK$2 million (equivalent to AUD$375,600) of profits of the qualifying entity will be taxed
at 8.25%, and the rest will be taxed at 16.5%. The major operating subsidiary of Smart Auto,
GTBS, qualifies for this tax regime.
11.6.7 Key Factors Affecting SMART AUTOs Historical Statement of Cashflows
Cash generated from operations is impacted by the timing of collection of sales revenue from
customers, in particular in relation to the coach trading business where settlement of sales has
a longer lead time compared to the coach rental business. This largely explains the significant
decline in cash generated from operations in FY20.
Significant advances to related parties were made during the period presented which adversely
impacted on cash flows from investing activities. The outstanding balance of the amount due
has been fully settled subsequent to the reporting date. The controlling shareholder of Smart
Auto and her spouse have disposed of their shareholding and office in such entity on 9 June
2020.
Cash outflows from financing activities during the period under review were largely the result of
repayment of borrowings.
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11.6.8 Working Capital
The Company had a strong working capital (current assets minus current liabilities) position of
AUD$2,822,356 as at 30 September 2020.
Subsequent to the proposed capital raising, as illustrated in the pro-forma historical statement
of financial position, working capital of the Company further increased by the amount of cash
raised less associated capital raising costs.
11.6.9 Capital Expenditure
Smart Auto is not capital intensive as both the bus rental and coach trading businesses do not
require significant amounts of capital expenditure to generate the revenue.
11.6.10 Funding
Following completion of the IPO process the Company’s principle sources of funds are expected
to be cash and cash equivalents and borrowings in the form of lease liabilities. The Company
does not currently foresee the need for debt facilities.
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12.

INVESTIGATING ACCOUNTANT’S REPORT

Moore Australia

4 March 2021
The Directors of Smart Auto Australia Limited
Level 24
Governor Phillip Tower
1 Farrer Place
Sydney, NSW 2000

Level 15, Exchange Tower,
2 The Esplanade, Perth, WA 6000
PO Box 5785, St Georges Terrace,
WA 6831
T +61 8 9225 5355
F +61 8 9225 6181
www.moore-australia.com.au

Dear Directors

Investigating Accountant’s Report
1

Introduction

This report has been prepared at the request of the Directors of Smart Auto Australia Limited (the
“Company” or “Smart Auto”) for inclusion in a prospectus to be issued by the Company (“Prospectus”)
in respect of the initial public offering of fully paid ordinary shares in the Company (“Capital Raising” or
“the Offer”) and the listing of the Company on the National Stock Exchange of Australia (“NSX”).
Expressions defined in the Prospectus have the same meaning in this report.
The report does not address the rights attaching to the shares to be issued in accordance with the Offer,
nor the risks associated with accepting the Offer. Moore Australia Corporate Finance (WA) Pty Ltd has
not been requested to consider the prospects for Smart Auto, nor the merits and risks associated with
becoming a shareholder and accordingly has not done so, nor purports to do so.
Consequently, Moore Australia Corporate Finance (WA) Pty Ltd has not made and will not make any
recommendation, through the issue of this report, to potential investors of the Company, as to the merits
of the Offer and takes no responsibility for any matter or omission in the Prospectus other than
responsibility for this report.

2

Scope of Report

The Directors of the Company have requested Moore Australia Corporate Finance (WA) Pty Ltd prepare
an Investigating Accountant’s Report on:
Statutory Historical Financial Information
The Directors have requested that Moore Australia Corporate Finance (WA) Pty Ltd review:
•

The consolidated Statutory Historical Statement of Profit or Loss and other comprehensive income
of Smart Auto for the years ended 31 March 2019 and 2020 and the six months ended 30
September 2020;

•

The consolidated Statutory Historical Statement of Cash flows of Smart Auto for the years ended
31 March 2019 and 2020 and the six months ended 30 September 2020; and

•

The consolidated Statutory Historical Statement of Financial Position of Smart Auto as at 30
September 2020,

which is collectively termed the “Statutory Historical Financial Information”.
The Statutory Historical Financial Information is presented in an abbreviated form insofar as it does not
include all of the disclosures required by Australian Accounting Standards applicable to financial reports
in accordance with the Corporations Act 2001.
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The Statutory Historical Financial Information has been extracted from the audited general purpose
financial statements of the Company for the two years ended 31 March 2019 and 2020, and for the half
year review financial statements of the Company for the six months ended 30 September 2020.
Moore Stephens CPA Limited (Hong Kong) audited the general purpose financial statements of the
Company for the years ended 31 March 2019 and 2020, and reviewed the interim financial statements
of the Company for the half-year ended 30 September 2020.
Moore Stephens CPA Limited (Hong Kong) issued an unmodified opinion on the financial statements
for the years ended 31 March 2019 and 2020, and no issues were noted for the half-year review ended
30 September 2020.
The consolidated Statutory Historical Statement of Profit or Loss and other comprehensive income of
Smart Auto for the two years ending 31 March 2019 and 2020, and the six months ended 30 September
2020 are included at Section 11.3.1 of the Prospectus and are presented without adjustment.
The consolidated Statutory Historical Statement of Cash flows of Smart Auto for the two years ending
31 March 2019 and 2020, and the six months ended 30 September 2020 are included at Section 11.3.2
of the Prospectus and are presented without adjustment.
The Statutory Historical Statement of Financial Position as at 30 September 2020 of the Company is
included in Section 11.3.3 of the Prospectus and is included without adjustment.
Pro Forma Historical Financial Information
The Directors have requested that Moore Australia Corporate Finance (WA) Pty Ltd review:
•

The Pro Forma Historical Statement of Financial Position of Smart Auto as at 30 September 2020
adjusted to include funds to be raised pursuant to the Prospectus and the completion of certain
other transactions as disclosed in Section 11.4 of the Prospectus, as if those events and
transactions occurred as at 30 September 2020.

which is collectively termed the “Pro Forma Historical Financial Information”.
The Pro Forma Historical Statement of Financial Position is derived from the Statutory Historical
Statement of Financial Position of the Company as at 30 September 2020, adjusted on the basis of the
completion of the proposed Capital Raising and the completion of certain other transactions as disclosed
in Section 11.4.2, as if those events and transactions occurred as at 30 September 2020. The Pro Forma
Statement of Financial Position is provided for illustrative purposes only and is not represented as being
necessarily indicative of Smart Auto’s future financial position.

3

Scope of Review

Directors’ Responsibilities
The Directors of Smart Auto are responsible for the preparation and presentation of the Statutory
Historical and Pro Forma Historical financial information, including the determination of the Pro Forma
transactions. The Directors are also responsible for the Information contained within the Prospectus.
This responsibility includes for the operation of such internal controls as the Directors determine are
necessary to enable the preparation of the Financial Information presented in the Prospectus that is free
from material misstatement whether due to fraud or error.
Our Responsibilities
We have conducted our engagement in accordance with Australian Auditing Standard ASRE 2405
Review of Historical Financial Information Other than a Financial Report. We have also considered and
complied with the requirements of ASAE 3420 Assurance Engagements to Report on the Compilation
of Pro Forma Historical Financial Information included in a Prospectus or other Document and ASAE
3450 Assurance Engagements involving Corporate Fundraisings and/or Prospective Financial
Information.
For the purposes of this engagement, we are not responsible for updating or reissuing any reports or
opinions on any Historical Financial Information used to compile the Pro forma Historical Financial
Information, nor have we, in the course of this engagement, performed an audit of the financial
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information used in compiling the Pro Forma Historical Financial Information, or the Pro Forma Historical
Financial Information itself.
The purpose of the compilation of the Pro Forma Historical Financial Information is solely to illustrate
the impact of the proposed Capital Raising, related transactions and accounting policies on unadjusted
financial information of the Company as if the event or application of accounting policies had occurred
at an earlier date selected for purposes of the illustration. Accordingly, we do not provide any assurance
that the actual outcome of the proposed Capital Raising, related transactions and accounting policies
would be as presented.
We made such inquiries and performed such procedures as we, in our professional judgement,
considered reasonable in the circumstances including:
•

a review of contractual arrangements;

•

a review of financial statements, management accounts, work papers, accounting records and
other documents, to the extent considered necessary;

•

analytical procedures, to the extent considered necessary;

•

a review of the audited financial statements of Smart Auto, including making enquiries of the
auditor, to the extent considered necessary;

•

a comparison of consistency in application of the recognition and measurement principles in
Accounting Standards and other mandatory professional reporting requirements in Australia, with
the accounting policies adopted by the Company;

•

a review of the assumptions and pro forma adjustments used to compile the Pro Forma Historical
Financial Information; and

•

enquiry of Directors, management and advisors of Smart Auto.

These procedures do not provide all the evidence that would be required in an audit, thus the level of
assurance provided is less than that given in an audit. We have not performed an audit and, accordingly,
we do not express an audit opinion.
These procedures have been undertaken to form a limited assurance conclusion as to whether we have
become aware that the Statutory Historical and Pro Forma Historical Financial Information, set out in
Section 11 of the Prospectus, do not present fairly, in all material respects, in accordance with Australian
Accounting Standards and the accounting policies adopted by the Company. This view is consistent
with our understanding of the financial position of the Company as at 30 September 2020, the pro forma
financial position as at 30 September 2020, and of its financial results and cash flows for the period
ended 30 September 2020.

4

Conclusions

Based on our review, which is not an audit:
•

Nothing has come to our attention which causes us to believe that the consolidated Statutory
Historical Statement of Profit or Loss and other comprehensive income of Smart Auto for the two
years ending 31 March 2019 and 2020, and the six months ended 30 September 2020, as set out
in Section 11.3.1 of the Prospectus, do not present fairly the results of the Company for the period
then ended in accordance with the accounting methodologies required by Australian Accounting
Standards and adopted by the Company.

•

Nothing has come to our attention which causes us to believe that the consolidated Statutory
Historical Statement of Cash Flows of Smart Auto for the two years ending 31 March 2019 and
2020, and the six months ended 30 September 2020, as set out in Section 11.3.2 of the Prospectus,
do not present fairly the cash flows of the Company for the period then ended in accordance with
the accounting methodologies required by Australian Accounting Standards and adopted by the
Company.

•

Nothing has come to our attention which causes us to believe that the consolidated Statutory
Historical Statement of Financial Position of the Company, as set out in Section 11.3.3 of the
Prospectus, does not present fairly the assets and liabilities of the Company as at 30 September
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2020 in accordance with the accounting methodologies required by Australian Accounting
Standards and adopted by the Company.
•

Nothing has come to our attention which causes us to believe that the consolidated Pro Forma
Historical Statement of Financial Position of the Company, as set out in Section 11.4 of the
Prospectus, does not present fairly the assets and liabilities of the Company, as at 30 September
2020 in accordance with the accounting methodologies required by Australian Accounting
Standards and adopted by the Company, and on the basis of assumptions and transactions set out
in section 11.4.2 of the Prospectus.

5

Subsequent Events

To the best of our knowledge and belief, there have been no other material items, transactions or events
subsequent to 30 September 2020 not otherwise disclosed in this report or the Prospectus that have
come to our attention during the course of our review which would cause the information included in this
report to be misleading.

6

Other Matters

Moore Australia Corporate Finance (WA) Pty Ltd does not have any pecuniary interest that could
reasonably be regarded as being capable of affecting our ability to give an unbiased opinion on this
matter. Moore Australia Audit (WA) is the auditor of the Company.
Moore Australia Corporate Finance (WA) Pty Ltd will receive a professional fee for the preparation of
this Investigating Accountant’s Report.
Moore Australia Corporate Finance (WA) Pty Ltd were not involved in the preparation of any other part
of the Prospectus and accordingly makes no representations or warranties as to the completeness and
accuracy of any information contained in any other part of the Prospectus.
Moore Australia Corporate Finance (WA) Pty Ltd consents to the inclusion of this report in the
Prospectus in the form and context in which it is included. At the date of this report, this consent has not
been withdrawn.
Yours faithfully

Neil Pace
Director
Moore Australia Corporate Finance (WA) Pty Ltd
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MOORE AUSTRALIA CORPORATE FINANCE (WA) PTY LTD
Australian Financial Services License No. 240773
FINANCIAL SERVICES GUIDE
This Financial Services Guide is issued in relation to our Investigating
Accountants Report for Smart Auto Australia Limited (“Smart Auto”). Our
report has been prepared at the request of the Directors of Smart Auto
for inclusion in the Prospectus dated on or about 8 March 2021 in
respect of the initial public offering of fully paid ordinary shares in Smart
Auto and listing of Smart Auto on the Australian Securities Exchange.
Moore Australia Corporate Finance (WA) Pty Ltd
Moore Australia Corporate Finance (WA) Pty Ltd (“MACF”) has been
engaged by the directors of Smart Auto to prepare an Investigating
Accountants Report in respect of the initial public offering of fully paid
ordinary shares in Smart Auto and listing of Smart Auto on the Australian
Securities Exchange.
MACF holds an Australian Financial Services Licence – Licence No
240773.
Financial Services Guide
As a result of our report being provided to you we are required to issue
to you, as a retail client, a Financial Services Guide (“FSG”). The FSG
includes information on the use of general financial product advice and
is issued so as to comply with our obligations as holder of an Australian
Financial Services Licence.
Financial Services we are licensed to provide
MACF holds an Australian Financial Services Licence which authorises
us to provide reports for the purposes of acting for and on behalf of
clients in relation to proposed or actual mergers, acquisitions, takeovers,
corporate restructures or share issues, and to carry on a financial
services business to provide general financial product advice for
securities to retail and wholesale clients.
We provide financial product advice by virtue of an engagement to issue
a report in connection with the issue of securities of a company or other
entities.
Our report includes a description of the circumstances of our
engagement and identifies the party who has engaged us. You have
not engaged us directly but will be provided with a copy of our report as
a retail client because of your connection with the matters on which our
report has been issued. We do not accept instructions from retail clients
and do not receive remuneration from retail clients for financial services.
Our report is provided on our own behalf as an Australian Financial
Services Licensee authorised to provide the financial product advice
contained in this report.
General Financial Product Advice
Our report provides general financial product advice only, and does not
provide personal financial product advice, because it has been prepared
without taking into account your particular personal circumstances or
objectives either financial or otherwise, your financial position or your
needs.
Some individuals may place a different emphasis on various aspects of
potential investments.
An individual’s decision in relation to the proposed transaction may be
influenced by their particular circumstances and, therefore, individuals
should seek independent advice.

Benefits that we may receive
We will charge fees for providing our report. The basis on which our
fees will be determined has been agreed with, and will be paid by, the
person who engaged us to provide the report. Our fees have been
agreed on either a fixed fee or time cost basis. We estimate that our
fees for the preparation of this report will be approximately $45,000
plus GST.
Remuneration or other benefits received by our employees
All our employees receive a salary. Employees may be eligible for
bonuses based on overall productivity and contribution to the
operation of MACF or related entities but any bonuses are not directly
in connection with any assignment and in particular are not directly
related to the engagement for which our report was provided.
Referrals
We do not pay commissions or provide any other benefits to any
parties or person for referring customers to us in connection with the
reports that we are licensed to provide.
Associations and relationships
MACF is the licensed corporate advisory arm of Moore Australia (WA)
Pty Ltd, Chartered Accountants. The directors of MACF may also be
partners in Moore Australia (WA) Pty Ltd Chartered, Accountants.
Moore Australia (WA) Pty Ltd, Chartered Accountants is comprised of
a number of related entities that provide audit, accounting, tax, and
financial advisory services to a wide range of clients.
MACF’s contact details are set out on our letterhead.
Moore Australia Audit (WA), a related entity to MACF, currently
provides audit services to Smart Auto.
Complaints resolution
As the holder of an Australian Financial Services Licence, we are
required to have a system for handling complaints from persons to
whom we provide financial product advice. All complaints must be in
writing, addressed to The Complaints Officer, Moore Australia (WA)
Pty Ltd, PO Box 5785, St George’s Terrace, Perth WA 6831.
On receipt of a written complaint we will record the complaint,
acknowledge receipt of the complaint and seek to resolve the
complaint as soon as practical.
If we cannot reach a satisfactory resolution, you can raise your
concerns with Australian Financial Complaints Authority Limited
(“AFCA”). AFCA is an independent body established to provide
advice and assistance in helping resolve complaints relating to the
financial services industry. MACF is a member of AFCA. AFCA may
be contacted directly via the details set out below.
Australian Financial Complaints Authority Limited
GPO Box 3
Melbourne VIC 3001
Toll free: 1800 931 678
Email: info@afca.org.au

121

13.

MATERIAL CONTRACTS
Set out below is a brief summary of certain contracts to which the Company is a
party and which the Directors have identified as material to the Company or are
of such a nature that an investor may wish to have details of particulars of them
when making an assessment of whether to apply for Shares.
To fully understand all rights and obligations of a material contract, it would be
necessary to review it in full and these summaries should be read in this light.

13.1

Operational Contracts

13.1.1

Management and Lease Agreements
The Group (namely through GTB) enters into two types of standard contract in its
ordinary course of business, as follows:
(a)

a management agreement (Management Agreement) where the owner
of a non-franchised licensed bus (NFLB) and/or owner of a passenger
service licence (PSL) entrusts a NFLB and/or PSL to the Company (as
manager) for management purposes; or

(b)

a lease agreement (Lease Agreement) where the Company (as
manager) leases a NFLB and/or PSL to an NFLB operator (as lessee) to
operate the NFLB and/or PSL.

The Group adopts a standard form of agreement for the Management
Agreement and Lease Agreement.
For the years ended 31 March 2019 and 2020, and six months ended 30 September
2020 (the reporting date of the Investigating Accountant’s Report), the Group has
entered into Management Agreements and Lease Agreements with a total value
of approximately HKD$56.5M (equivalent to approximately AUD$9.3M). Generally
speaking, the average contract amount ranges between AUD$35,000 and
AUD$45,000 per contract.
Set out below are the key terms of the Management and Lease Agreements:
Management Agreement
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Owner

Owner of NFLB and/or PSL (Owner).

Manager

The Group (Manager).

Subject Matter

The owner entrusts its NFLB and/or PSL to the Manager for
management.

Term

Three-year term where: (i) the first year is fixed period; and
(ii) the second and third years are refundable periods.

Deposit

A deposit of approximately 1 to 2 months’ management
fee is payable before the commencement of the term.
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Management
fee

Management fee is calculated on monthly basis and
divided into 36 instalments (i.e. 36 months in the period of 3
years).
Management fee is payable by the Manager to the
Owner.

Rights and
responsibilities of
the Owner

With respect to a NFLB and a PSL, the Owner grants the
Manager complete autonomy to operate, manage,
entrust or lease (including the right to receive rent or return)
the NFLB and PSL to any third party as the Manager thinks
fit. The Owner then delivers to the Manager a functioning
and clean NFLB. The Owner is responsible for the following
expenses of the NFLB:
(i)

insurance payments;

(ii)

annual vehicle licence fees;

(iii) annual vehicle inspection fees; and
(iv) annual PSL renewal fees.
If due to the part of the Owner, the vehicle licence or PSL is
not renewed leading to suspension of operation of the
NFLB, or any insurance of the NFLB is terminated, the
Manager is entitled to claim the Owner for any damages
or liabilities.
With respect to a PSL only, the Owner grants the Manager
complete autonomy to operate, manage, entrust or lease
(including the right to receive rent or return) the PSL to any
third party as the Manager thinks fit.
The Owner is responsible for the annual PSL renewal fee. If
due to the part of the Owner the PSL is not renewed,
leading to suspension of operation, the Manager is entitled
to claim the Owner for any damages or liabilities.
Rights and
responsibilities of
the Manager

With respect to a NFLB and a PSL, the Manager has
complete autonomy to operate, manage, entrust or lease
the NFLB, including but not limited to the operation time,
date, method, maintenance, repair and cleaning of the
NFLB.
The Manager
management
fixed period.
agreed by
Agreement.

is entitled to request an adjustment of the
fee one (1) month prior to the end of the
The adjusted management fee shall be
both parties under the Management

With respect to a PSL only, the Manager is equally entitled
to request for an adjustment of management fee as set out
above.
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Event of defaults

In the event of default of deposit or monthly management
fee for three consecutive months, the Owner is entitled to
terminate the Management Agreement.
In the event the Owner is in breach of any of its
responsibilities under the Management Agreement, the
Manager is entitled to one or more of the below actions:
(i)

issue warning to the Owner;

(ii)

claim for damages; and

(iii) terminate the Management Agreement.
In the event the Manager is in breach of any of its
responsibilities under the Management Agreement, the
Owner is entitled to one or more of the below actions:
(i)

issue warning to the Manager;

(ii)

claim for damages;

(iii) call for return of NFLB and/or PSL; and
(iv) terminate the Management Agreement.
Termination

With respect to a NFLB and a PSL, either party is entitled to
terminate the Management Agreement at any time during
the term:
(i)

if terminated during the fixed period, the terminating
party shall pay to the other party the management fee
of the remaining months of the fixed period; and

(ii)

if terminated during the refundable period, the
terminating party shall either serve the other party
written notice one (1) month prior to termination or pay
the other party one (1) month’s management fee in
lieu of notice.

With respect to PSL only, either party is entitled to terminate
the Management Agreement at any time during the term:
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(i)

if terminated during the fixed period, the terminating
party shall pay to the other party the management fee
of the remaining months of the fixed period; and

(ii)

if terminated during the refundable period, the
terminating party shall either serve the other party
written notice three (3) months prior to termination or
pay the other party three (3) months’ management
fee in lieu of notice.
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Lease Agreement
Manager

The Group (Manager)

Lessee

NFLB operator (Lessee)

Subject Matter

The Manager leases the NFLB and/or PSL to the Lessee for
operation.

Term

With respect to a NFLB and a PSL, a one-year term.
With respect to PSL only, a three-year term.

Deposit

A deposit of approximately one (1) to two (2) months’
management fee is payable within seven (7) days after
signing of the Lease Agreement.

Rent

Rent is calculated and payable on monthly basis. Rent is
payable by the Lessee to the Manager.

Rights and
responsibilities of
the Manager

With respect to a NFLB and a PSL, the Manager is
responsible for the following expenses of the NFLB:
(i)

insurance payments;

(ii)

annual vehicle licence fees;

(iii) annual vehicle inspection fees; and
(iv) annual PSL renewal fees.
The Manager is entitled to claim the Lessee for damages
against any loss or damages due to any acts, negligence
of the Lessee or traffic accident during the term.
The Manager is entitled to assign any other similar NFLB to
the Lessee.
With respect to PSL only, the Manager is responsible for the
annual PSL renewal fee.
Rights and
responsibilities of
the Lessee

The Lessee is responsible for the operation, maintenance,
repair and cleaning of the NFLB or the vehicle registered
under the PSL, including the relevant expenses.
The Lessee must operate the NFLB or the vehicle registered
under the PSL in compliance with local laws, namely the
Road Traffic Ordinance (Chapter 374 of the Laws of Hong
Kong) and the Public Bus Services Ordinance (Chapter 230
of the Laws of Hong Kong) and within the scope permitted
on the PSL. In breach of the above, the Lessee will be
responsible for all the relevant liabilities and damages.
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Event of defaults

Unless with the consent from the Manager, in the event the
Lessee:
(i)

breaches any term of the Lease Agreement;

(ii)

defaults in paying rent for two (2) consecutive months;

(iii) sub-leases or entrusts the NFLB and/or PSL to any other
party; and/or
(iv) assigns any rights or responsibilities under the Lease
Agreement to any other party,
the Manager is entitled to one or more of the below
remedies:
(i)

forfeiture of the deposit and rent paid;

(ii)

a claim for damages;

(iii) a call for return of the NFLB and/or PSL; and/or
(iv) termination of the Lease Agreement.
Termination

13.1.2

Either party may terminate the Lease Agreement at any
time with 30 days prior written notice or payment to the
other party of one (1) month’s rent in lieu of notice.

Vehicle and PSL Trust Arrangements
The Company leases vehicles on both a commercial use and non-commercial
use basis.
Non-commercial use
If the Company is engaged by a non-commercial use customer with respect to a
bus, it does not require a PSL, only a Vehicle License. Accordingly, it need not
enter into contractual arrangements to protect its interest in its vehicles in relation
to non-commercial use sales.
Commercial use
If the Company is engaged by a commercial use customer with respect to a bus,
in which case it will be a NFLB, a PSL is required as well as a Vehicle Licence.
Accordingly, for commercial use NFLB, the Company is required to either apply to
the relevant Hong Kong government authority for, and obtain, a PSL (assuming a
PSL is not attaching to the NFLB already) or, alternatively, enter into arm’s length
contractual arrangements to utilise a PSL owned by a third party. Generally
speaking, a PSL will only be usable on one NFLB and the ‘commercial’ activity in
question relates to the customer, not the Company, which will determine whether
a PSL is (or is not) required.
Some third parties invest in PSL’s as a revenue streaming venture. If a commercial
use customer engages the Company, and the Company cannot satisfy that
engagement with its own PSL with respect to the relevant NFLB, the Company will
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generally utilise a third party’s PSL in order to supply the NFLB to the commercial
use customer. Additionally, as a legal requirement in Hong Kong, the legal holder
of a PSL must be the same as the holder of the Vehicle Licence. The only
document that can show ownership of a NFLB is the Vehicle Licence.
Accordingly, the Company also commonly transfers ownership of a Vehicle
Licence to third party PSL holders, who then enter into trust arrangements with the
Company to hold that Vehicle Licence on trust for the benefit the Company so
that the Company can engage in business with commercial use customers using
the third party’s PSL in relation to the NFLB.
On entry into such contractual trust arrangements, the Company has complete
autonomy on how the vehicle is used and the arrangements it can validly enter
into with commercial use customers.
13.1.3

Transfer Agreements regarding the Sale and Purchase of Coaches
The Company has entered into various transfer agreements (Transfer Agreements)
where the Company either:
(a)

purchased coaches; or

(b)

sold coaches to/from various third parties.

Whilst the terms of the Transfer Agreement are relatively simple in nature, the
material terms include, amongst others: (1) parties to the Transfer Agreement; (2)
particulars of the target coach(es); and (3) the purchase/sale consideration (as
applicable).
13.1.4

Sales Agreement for Electric Coaches and Charging Facilities – BYD
On 7 February 2018, GTB (as purchaser) entered into a distribution agreement with
BYD (H.K.) Company Ltd. (BYD) (as seller) (BYD Sales Agreement) pursuant to
which GTB agreed to purchase from BYD electric coaches and charging facilities
manufactured by BYD.
The Group confirms, as at the date of this Prospectus, three (3) electric coaches,
together with their relevant charging facilities, have been delivered by BYD
(Delivered Coaches).
Set out below are the key terms of the BYD Sales Agreement:
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Seller

BYD (H.K.) Co., Ltd.

Purchaser

GTB

Agreement Date

7 February 2018, as supplemented by a payment
instalment agreement on 14 January 2021 with regard to
the Delivered Coaches (Instalment Agreement).

Subject Matter

GTB’s purchase of up to 18 electric coaches and charging
facilities manufactured by and from BYD. The Instalment
Agreement relates to the 3 Delivered Coaches and
provides a framework for the staggered payment of such
coaches, as set out below. On the Delivered Coaches
being paid down, the BYD Sales Agreement will remain on
foot with regard to the possible purchase and distribution
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of further e-CVs from BYD under the BYD Sales Agreement
(although such purchases are not obligatory).
Total
Consideration

HK$2,090,000 per electric coach (including charging
facilities), equivalent to approximately AUD$342,000.

Payment Terms

Pursuant to the BYD Sales Agreement, the original
consideration was initially payable in instalments as follows:
(i)

1st instalment: HK$700,000 payable within 30 days after
signing of the BYD Sales Agreement as a nonrefundable deposit.

(ii)

2nd instalment: HK$1,100,000 payable before 31 May
2018 as a pre-payment.

(iii) 3rd instalment: HK$1,000,000 per electric coach
payable within 30 working days after completion of
manufacturing of the relevant electric coach.
(iv) 4th instalment: HK$990,000 per electric coach
(including charging facilities) payable within 30
working days after completion of inspection and issue
of license.
GTB had previously paid the 1st instalment above in full and
HK$500,000 of the 2nd instalment (totaling payments of
HK$1,200,000, equivalent to approximately AUD$196,000.
On renegotiating terms under the Instalment Agreement,
BYD agreed to deduct the amount already paid by GTB
against the total consideration payable for the 3 Delivered
Coaches. Accordingly, the revised consideration payable
by GTB for the Delivered Coaches under the Instalment
Agreement is as follows:
(i)

Principal
outstanding
amount:
HK$5,070,000
(equivalent to approximately AUD$831,000).

(ii)

Interest rate: 2% per annum.

(iii) Repayment schedule: 60 monthly instalments over 5
years, commencing 1 December 2020.
The Group does not intend to terminate the BYD Sales Agreement as it anticipates
that investors and operators in the market may be interested in purchasing BYD
electric coaches from the Company, at which time it can consider utilising the
terms of the BYD Sales Agreement for such coach trading transaction.
13.1.5

Sales Agreement for Electric Coaches and Charging Facilities – Zonson Smart Auto
GTB (as purchaser) entered into a sales agreement with Zonson Smart Auto
Corporation (a subsidiary of ZTE Corporation, listed in Hong Kong and Shenzhen)
(Zonson Smart Auto or Zonson) (as seller) (Zonson Sales Agreement) pursuant to
which GTB agreed to purchase from Zonson Smart Auto electric coaches and
charging facilities manufactured by Zonson Smart Auto.
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Zonson Smart Auto is not related a related entity to the Company Group in any
way.
Set out below are the key terms of the Zonson Sales Agreement:
Seller

Zonson Smart Auto Corporation

Purchaser

GTB

Agreement Date

21 December 2020

Subject Matter

GTB’s purchase of 8 electric coaches and charging
facilities manufactured by and from Zonson Smart Auto.

Total
Consideration

HK$1,511,000 per electric coach (including charging
facilities), equivalent to approximately AUD247,000.

Payment Terms

The consideration payable under the Zonson Sales
Agreement is as follows:
(i)

Prepayment: 10% of the total consideration of 8
electric coaches payable after signing of the Zonson
Sales Agreement and receiving confirmation from
Zonson Smart Auto (Prepayment).

(ii) 1st instalment in respect of each electric coach: 20% of
the consideration in respect of each electric coach
payable before 10 business days prior to the delivery of
the relevant electric coach.
(iii) 2nd instalment in respect of each electric coach: 70%
of the consideration in respect of each electric coach
payable within 240 calendar days after delivery of the
relevant electric coach.
Due to COVID-19, Zonson has deferred the timing for the
delivery of the first vehicle to May 2021 (1st Delivery). GTB
has paid HK$200,000 (equivalent to approximately
AUD$32,000) as part of the Prepayment. The balance of the
Prepayment of HK$1,008,800 (equivalent to approximately
AUD$165,000) will be settled by GTB two weeks before the
1st Delivery.
Delivery

13.1.6

Unless agreed otherwise by the parties, to be delivered
within 90 days after confirmation of the electric coaches
and receipt of the Prepayment by Zonson Smart Auto.

Distributorship Authorisations
The Group, through GTB, currently holds the following distributorship authorisations
from third parties:
Counterparty
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Description of key terms

Term Start

Term End
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Zonson
Autos

Smart

• Distribution
rights
to 20/12/2020
ZONSON SMART AUTO
electric bus (particular
model which is commonly
used in Hong Kong), car
sales, spare parts, supply
and services in Hong Kong

19/12/2022

• Distributorship rights to 05/05/2020
Zonson Smart Auto bus
and bus products in
Australia.

04/05/2023

Sales target of no less than
50 units per year, and 150
units over the term of the
agreement.
Product sales price to be
determined by the parties
through consultation.
Yinlong

• Distributorship rights to 01/05/2020
Yinlong electric bus, car
sales, spare parts, supply
and services in Australia.

13.2

Agreements with Directors and Other Management

13.2.1

Executive Agreement – Alyce Wong

30/04/2023

Remuneration

$120,000.

Term

Until terminated.

Termination
by Company

One (1) month’s written notice, or summarily without notice if
Ms Wong is convicted of any major criminal offence or
breaches the Group’s electronic mail, internet or price
sensitive information policies.

Termination
by Ms Wong

Three (3) month’s written notice.

Ms Wong’s agreement with the Company otherwise contains provisions
considered standard for an agreement of its nature (including representations
and warranties and confidentiality provisions).
13.2.2

Executive Agreement – Mark Ng
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Remuneration

$60,000.

Term

Until terminated.
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Termination
by Company

One (1) month’s written notice, or summarily without notice if
Mr Ng is convicted of any major criminal offence or breaches
the Group’s electronic mail, internet or price sensitive
information policies.

Termination
by Mr Ng

Three (3) month’s written notice.

Mr Ng’s agreement with the Company otherwise contains provisions considered
standard for an agreement of its nature (including representations and warranties
and confidentiality provisions).
13.2.3

Non-Executive Directors Appointment Letters – Michael Pixley, Francis Man and
Gregory Starr
Messrs Pixley, Man and Starr have entered into appointment letters with the
Company to act in the capacity of Non-Executive Directors respectively. These
Directors will receive the remuneration set out in Section 9.4.2.
Messrs Pixley’s, Man’s and Starr’s agreement with the Company otherwise contain
provisions considered standard for an agreement of its nature (including
representations and warranties and confidentiality provisions).

13.2.4

Letter of appointment of Company Secretary – Tearum Advisors Pty Ltd
Party

Tearum Advisors Pty Ltd (Tearum), a company controlled by Mr
Gregory Starr, a Director.

Services

Tearum agrees to provide general company secretarial
services, through Mr Starr, which are required for a listed
company.

Remuneration

$3,000 per month (plus GST).

Term

Until terminated.

Termination
by the Parties

One (1) month’s written notice.

The company secretarial agreement between Tearum and the Company
otherwise contains provisions considered standard for an agreement of its nature.
13.2.5

Deeds of indemnity, insurance and access
The Company has entered into a deed of indemnity, insurance and access with
each of its Directors and the Company Secretary. Pursuant to each of these
deeds, the Company has agreed to indemnify the officer, to the maximum extent
permitted by law, in respect of certain liabilities that may be suffered or incurred
by the officer while acting as an officer of the Company. In addition, where it is
reasonably able to be obtained, the Company is required to maintain insurance
for the benefit of the officer against certain risks to which the officer is exposed as
an officer of the Company and grant the officer the right to access certain
corporate records of the Company in permitted circumstances.
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13.2.6

Employment Agreement – Chris Allan
Remuneration

$180,000 per annum

Term

Commencing on the date of Admission and ending one (1)
year from Admission, unless otherwise extended by the parties.

Termination
by Company

One (1) month

Termination
by Mr Allan

One (1) month

Mr Allan’s Agreement with the Company otherwise contains provisions
considered standard for an agreement of its nature (including representations
and warranties and confidentiality provisions).
13.3

Other Agreements

13.3.1

Lead Manager Mandate – Indian Ocean Corporate
The Company signed a mandate letter with Indian Ocean Capital on 10
November 2020 pursuant to which Indian Ocean Capital has been exclusively
engaged to act as financial adviser and lead manager of the Public Offer (Lead
Manager Mandate).
Term

Nine (9) months from the date of execution of the Lead
Manager Mandate.

Fees

A work fee of:
(a)

$30,000 upon execution of the Lead Manager Mandate;
and
(b) $20,000 on Admission.
A success fee of 10% on funds raised by Indian Ocean Capital
under the Public Offer. No fees are payable on any funds
introduced by Smart Auto directly under the Public Offer.
Exclusivity

Indian Ocean Capital will have an exclusive engagement for
a 12-month period from the date of the Lead Manager
Mandate, during which it shall be appointed on a first-right-ofrefusal basis to any alternative or additional transactions that
Smart Auto chooses to undertake.

Termination
by the Parties

On expiry of the term, or immediately if the other party fails to
perform any material obligation under the Lead Manager
Mandate.

The Lead Manager’s Mandate contains conditions, termination and indemnity
provisions customary for an agreement of this nature.
13.3.2

Corporate Advisory Mandate
On 10 November 2020, the Company signed a mandate letter with the below
mentioned corporate advisers (Corporate Advisers), pursuant to which the
Corporate Advisers were engaged to undertake a thorough feasibility audit of the
Group and to provide end-to-end project management services in connection
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with the Public Offer and the Company’s admission to the Official List of NSX
(Corporate Advisory Mandate).
Corporate
Advisers

Fees

(a)

Mr Tat Ming Henry Chow;

(b)
(c)

Mr Yau Shing Wong;
Mr Cheuk Ming Chung; and

(d)

Mr Siu Chung Ho.

A collective fee of 6.0% on a Minimum Subscription basis or
5.4% on a Maximum Subscription basis (as applicable) of
Shares in the enlarged capital of the Company on Admission,
which represents 9,280,200 Shares pursuant to the Advisers
Offer.
The Share-based fee is only payable on the Company being
successfully admitted to the Official List of the NSX.
Refer to Section 6.7 of this Prospectus with regard to the
Advisers Offer.
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14.

ADDITIONAL INFORMATION

14.1

Litigation
As at the date of this Prospectus, the Company is not involved in any legal
proceedings and the Directors are not aware of any legal proceedings pending
or threatened against the Company.

14.2

Rights attaching to Shares
The following is a summary of the more significant rights attaching to Shares. This
summary is not exhaustive and does not constitute a definitive statement of the
rights and liabilities of Shareholders. To obtain such a statement, persons should
seek independent legal advice.
Full details of the rights attaching to Shares are set out in the Constitution, a copy
of which is available for inspection at the Company’s registered office during
normal business hours.
(a)

General meetings
Shareholders are entitled to be present in person, or by proxy, attorney or
representative to attend and vote at general meetings of the Company.
Shareholders may requisition meetings in accordance with Section 249D
of the Corporations Act and the Constitution.

(b)

Voting rights
Subject to any rights or restrictions for the time being attached to any
class or classes of Shares, at general meetings of Shareholders or classes
of Shareholders:

(c)

(i)

each Shareholder entitled to vote may vote in person or by
proxy, attorney or representative;

(ii)

on a show of hands, every person present who is a Shareholder
or a proxy, attorney or representative of a Shareholder has one
vote; and

(iii)

on a poll, every person present who is a Shareholder or a proxy,
attorney or representative of a Shareholder shall, in respect of
each fully paid Share held by him, or in respect of which he is
appointed a proxy, attorney or representative, have one vote for
the Share, but in respect of partly paid Shares shall have such
number of votes as bears the same proportion to the total of such
Shares registered in the Shareholder’s name as the amount paid
(not credited) bears to the total amounts paid and payable
(excluding amounts credited).

Dividend rights
Subject to the rights of any preference Shareholders and to the rights of
the holders of any shares created or raised under any special
arrangement as to dividend, the Directors may from time to time declare
a dividend to be paid to the Shareholders entitled to the dividend which
shall be payable on all Shares according to the proportion that the
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amount paid (not credited) is of the total amounts paid and payable
(excluding amounts credited) in respect of such Shares.
The Directors may from time to time pay to the Shareholders any interim
dividends as they may determine. No dividend shall carry interest as
against the Company. The Directors may set aside out of the profits of
the Company any amounts that they may determine as reserves, to be
applied at the discretion of the Directors, for any purpose for which the
profits of the Company may be properly applied.
Subject to the NSX Listing Rules and the Corporations Act, the Company
may, by resolution of the Directors, implement a dividend reinvestment
plan on such terms and conditions as the Directors think fit and which
provides for any dividend which the Directors may declare from time to
time payable on Shares which are participating Shares in the dividend
reinvestment plan, less any amount which the Company shall either
pursuant to the Constitution or any law be entitled or obliged to retain,
be applied by the Company to the payment of the subscription price of
Shares.
(d)

Winding-up
If the Company is wound up, the liquidator may, with the authority of a
special resolution of the Company, divide among the shareholders in kind
the whole or any part of the property of the Company, and may for that
purpose set such value as he considers fair upon any property to be so
divided, and may determine how the division is to be carried out as
between the Shareholders or different classes of Shareholders.
The liquidator may, with the authority of a special resolution of the
Company, vest the whole or any part of any such property in trustees
upon such trusts for the benefit of the contributories as the liquidator thinks
fit, but so that no Shareholder is compelled to accept any Shares or other
securities in respect of which there is any liability.

(e)

Shareholder liability
As the Shares under the Prospectus are fully paid shares, they are not
subject to any calls for money by the Directors and will therefore not
become liable for forfeiture.

(f)

Transfer of Shares
Generally, Shares are freely transferable, subject to formal requirements,
the registration of the transfer not resulting in a contravention of or failure
to observe the provisions of a law of Australia and the transfer not being
in breach of the Corporations Act or the NSX Listing Rules.

(g)

Variation of rights
Pursuant to Section 246B of the Corporations Act, the Company may, with
the sanction of a special resolution passed at a meeting of Shareholders
vary or abrogate the rights attaching to Shares.
If at any time the share capital is divided into different classes of Shares,
the rights attached to any class (unless otherwise provided by the terms
of issue of the shares of that class), whether or not the Company is being
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wound up, may be varied or abrogated with the consent in writing of the
holders of three-quarters of the issued shares of that class, or if authorised
by a special resolution passed at a separate meeting of the holders of
the shares of that class.
(h)

Alteration of Constitution
The Constitution can only be amended by a special resolution passed by
at least three quarters of Shareholders present and voting at the general
meeting. In addition, at least 28 days written notice specifying the
intention to propose the resolution as a special resolution must be given.

14.3

Interests of Directors
Other than as set out in this Prospectus, no Director or proposed Director of the
Company holds, or has held within the 2 years preceding lodgement of this
Prospectus with the ASIC, any interest in:
(a)

the formation or promotion of the Company;

(b)

any property acquired or proposed to be acquired by the Company in
connection with:

(c)

(i)

its formation or promotion; or

(ii)

the Offers; or

the Offers,

and no amounts have been paid or agreed to be paid and no benefits have
been given or agreed to be given to a Director or proposed Director:

14.4

(d)

as an inducement to become, or to qualify as, a Director; or

(e)

for services provided in connection with:
(i)

the formation or promotion of the Company; or

(ii)

the Offers.

Interests of Experts and Advisers
Other than as set out below or elsewhere in this Prospectus, no:
(a)

person named in this Prospectus as performing a function in a
professional, advisory or other capacity in connection with the
preparation or distribution of this Prospectus;

(b)

promoter of the Company; or

(c)

underwriter (but not a sub-underwriter) to the issue or a financial services
licensee named in this Prospectus as a financial services licensee involved
in the issue,

holds, or has held within the 2 years preceding lodgement of this Prospectus with
the ASIC, any interest in:
(d)
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the formation or promotion of the Company;
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(e)

(f)

any property acquired or proposed to be acquired by the Company in
connection with:
(i)

its formation or promotion; or

(ii)

the Offers; or

the Offers,

and no amounts have been paid or agreed to be paid and no benefits have
been given or agreed to be given to any of these persons for services provided in
connection with:
(g)

the formation or promotion of the Company; or

(h)

the Offers.

Moore Stephens CPA Limited and Moore Australia Audit (WA) act as auditors of
the Group. The Group has paid Moore Stephens CPA Limited a total of $90,000
(excluding GST) for audit services. During the 24 months preceding lodgement of
this Prospectus with the ASIC, Moore Stephens CPA Limited has received the same
amount ($90,000 (excluding GST)) in fees from the Group, with no fees paid to
Moore Australia Audit (WA) to date.
Moore Australia Corporate Finance (WA) Pty Ltd has acted as Investigating
Accountant and has prepared the Investigating Accountant’s Report which is
included in Section 12. The Company estimates it will pay Moore Australia
Corporate Finance (WA) Pty Ltd a total of $45,000 (excluding GST) for these
services. During the 24 months preceding lodgement of this Prospectus with the
ASIC, Moore Australia Corporate Finance (WA) Pty Ltd has received $22,500
excluding GST) in fees from the Company.
Indian Ocean Capital will act as lead manager to the Public Offer. The Company
has agreed to pay the fees set out in Section 13.3.1. Further details in respect to
the Lead Manager Mandate with Indian Ocean Capital are summarised in
Section 13.3.1. During the 24 months preceding lodgement of this Prospectus with
the ASIC, Indian Ocean Capital has received $30,000 (excluding GST) in fees from
the Company.
The Corporate Advisers have acted as financial and corporate advisers to the
Company, including in relation to the Public Offer and Admission. The Company
has agreed to pay the fees in the Corporate Advisory Mandate, namely the
issuance of the Shares under the Advisers Offer. Further details in respect to the
Corporate Advisory Mandate are summarised in Section 13.3.2. During the 24
months preceding lodgement of this Prospectus with the ASIC, the Corporate
Advisers have not received fees from the Company.
Steinepreis Paganin has acted as the Australian solicitors to the Company in
Australia in relation to the Offers. The Company estimates it will pay Steinepreis
Paganin $65,000 (excluding GST) for these services. Subsequently, fees will be
charged in accordance with normal charge out rates. During the 24 months
preceding lodgement of this Prospectus with the ASIC, Steinepreis Paganin has
received $110,000 (excluding GST) in fees from the Company.
King & Wood Mallesons has acted as the Hong Kong solicitors to the Company in
Australia in relation to the Offers. The Company estimates it will pay King & Wood
Mallesons $42,000 (excluding GST) for these services. Subsequently, fees will be
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charged in accordance with normal charge out rates. During the 24 months
preceding lodgement of this Prospectus with the ASIC, King & Wood Mallesons
has received $24,000 (excluding GST) in fees from the Company.
14.5

Consents
Chapter 6D of the Corporations Act imposes a liability regime on the Company
(as the offeror of the Shares), the Directors, the persons named in the Prospectus
with their consent as proposed Directors, any underwriters, persons named in the
Prospectus with their consent having made a statement in the Prospectus and
persons involved in a contravention in relation to the Prospectus, with regard to
misleading and deceptive statements made in the Prospectus. Although the
Company bears primary responsibility for the Prospectus, the other parties
involved in the preparation of the Prospectus can also be responsible for certain
statements made in it.
Each of the parties referred to in this Section:
(a)

does not make, or purport to make, any statement in this Prospectus other
than those referred to in this Section; and

(b)

in light of the above, only to the maximum extent permitted by law,
expressly disclaim and take no responsibility for any part of this Prospectus
other than a reference to its name and a statement included in this
Prospectus with the consent of that party as specified in this Section.

Moore Stephens CPA Limited and Moore Australia Audit (WA) have given their
written consents to being named as auditors of the Group in this Prospectus and
to the inclusion of the audited financial information in the form and context in
which the information is included. Moore Stephens CPA Limited and Moore
Australia Audit (WA) have not withdrawn their respective consents prior to
lodgement of this Prospectus with the ASIC.
Moore Australia Corporate Finance (WA) Pty Ltd has given its written consent to
being named as Investigating Accountant in this Prospectus and to the inclusion
of the Investigating Accountant’s Report included in Section 12 in the form and
context in which the information and report is included. Moore Australia
Corporate Finance (WA) Pty Ltd has not withdrawn its consent prior to lodgement
of this Prospectus with the ASIC.
Indian Ocean Capital has given its written consent to being named as the Lead
Manager to the Company in this Prospectus. Indian Ocean Capital has not
withdrawn its consent prior to the lodgement of this Prospectus with the ASIC.
The Corporate Advisers have given their individual written consents to being
named as Corporate Advisers to the Company in this Prospectus. None of the
Corporate Advisers have withdrawn their consent prior to the lodgement of this
Prospectus with the ASIC.
Steinepreis Paganin has given its written consent to being named as the solicitors
to the Company in this Prospectus. Steinepreis Paganin has not withdrawn its
consent prior to the lodgement of this Prospectus with the ASIC.
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King & Wood Mallesons has given its written consent to being named as the
solicitors to the Company in this Prospectus. King & Wood Mallesons has not
withdrawn its consent prior to the lodgement of this Prospectus with the ASIC.
14.6

Expenses of the Public Offer
The total expenses of the Public Offer (excluding GST) are estimated to be
approximately $812,000 for the Minimum Subscription and $932,000 for the
Maximum Subscription and are expected to be applied towards the items set out
in the table below:
Minimum
Subscription

Subscription

($)

($)

Listing fees

60,000

60,000

Legal fees including prospectus
preparation, due diligence

150,000

150,000

Investigating Accountant’s Report

45,000

45,000

Audit and review

90,000

90,000

Lead Manager execution & work fees

50,000

50,000

Lead Manager success fee

300,000

420,000

Corporate advisory fees

11,000

11,000

Prospectus design & printing

50,000

50,000

Miscellaneous

56,000

56,000

TOTAL

812,000

932,000

Item of Expenditure

14.7

Full

Continuous disclosure obligations
The Company will be a “disclosing entity” (as defined in Section 111AC of the
Corporations Act) following admission to the Official List of NSX and, as such, will
be subject to regular reporting and disclosure obligations. Specifically, like all
listed companies, the Company will be required to continuously disclose any
information it has to the market which a reasonable person would expect to have
a material effect on the price or the value of the Company’s securities.
Price sensitive information is publicly released through NSX before it is disclosed to
shareholders and market participants. Distribution of other information to
shareholders and market participants is also managed through disclosure to the
NSX. In addition, the Company posts this information on its website after the NSX
confirms an announcement has been made, with the aim of making the
information readily accessible to the widest audience.
To comply with its continuous disclosure obligations:
(a)

the Nominated Adviser will provide a briefing on continuous disclosure
obligations to the Board and senior management;

(b)

the Company will conduct regular board meetings with continuous
disclosure a standing agenda item; and
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(c)

14.8

the Company has adopted a continuous disclosure policy as part of its
corporate governance plan, available on the Company’s website at
www.smartautoltd.com.

Electronic Prospectus
If you have received this Prospectus as an electronic Prospectus, please ensure
that you have received the entire Prospectus accompanied by the Application
Form. If you have not, please contact the Company and the Company will send
you, for free, either a hard copy or a further electronic copy of this Prospectus or
both. Alternatively, you may obtain a copy of this Prospectus from the website of
the Company at www.smartautoltd.com.
The Company reserves the right not to accept an Application Form from a person
if it has reason to believe that when that person was given access to the electronic
Application Form, it was not provided together with the electronic Prospectus and
any relevant supplementary or replacement prospectus or any of those
documents were incomplete or altered.

14.9

Financial Forecasts
The Directors have considered the matters set out in ASIC Regulatory Guide 170
and believe that they do not have a reasonable basis to forecast future earnings
on the basis that the operations of the Company are inherently uncertain.
Accordingly, any forecast or projection information would contain such a broad
range of potential outcomes and possibilities that it is not possible to prepare a
reliable best estimate forecast or projection.

14.10

Privacy statement
If you complete an Application Form, you will be providing personal information
to the Company. The Company collects, holds and will use that information to
assess your application, service your needs as a Shareholder and to facilitate
distribution payments and corporate communications to you as a Shareholder.
The information may also be used from time to time and disclosed to persons
inspecting the register, including bidders for your securities in the context of
takeovers, regulatory bodies including the Australian Taxation Office, authorised
securities brokers, print service providers, mail houses and the share registry.
You can access, correct and update the personal information that we hold about
you. If you wish to do so, please contact the share registry at the relevant contact
number set out in this Prospectus.
Collection, maintenance and disclosure of certain personal information is
governed by legislation including the Privacy Act 1988 (as amended), the
Corporations Act and certain rules such as the ASX Settlement Operating Rules.
You should note that if you do not provide the information required on the
application for Shares, the Company may not be able to accept or process your
application.
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15.

DIRECTORS’ AUTHORISATION
This Prospectus is issued by the Company and its issue has been authorised by a
resolution of the Directors.
In accordance with Section 720 of the Corporations Act, each Director has
consented to the lodgement of this Prospectus with the ASIC.

Ms Nga Lai (Alyce) Wong
Managing Director
For and on behalf of
SMART AUTO AUSTRALIA LIMITED
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16.

GLOSSARY
Where the following terms are used in this Prospectus they have the following
meanings:
$, AU$ or $AUD means Australian dollars.
Admission means admission of the Company to the Official List and quotation of
the Shares on the NSX.
Applicant means a person who submits an Application Form.
Application Form means the application form attached to or accompanying this
Prospectus relating to an Offer, as the context requires.
Advisers Offer means the offer of Shares to the Corporate Advisers in accordance
with the Corporate Advisory Mandate.
ASIC means Australian Securities & Investments Commission.
Associated Body Corporate means:
(a)

a related body corporate (as defined in the Corporations Act) of the
Company;

(b)

a body corporate which has an entitlement to not less than 20% of the
voting Shares of the Company; and

(c)

a body corporate in which the Company has an entitlement to not less
than 20% of the voting shares.

Board means the board of Directors as constituted from time to time.
BYD means BYD (H.K.) Company Ltd, a subsidiary of BYD Company Ltd.
Closing Date means the closing date of the Offers as set out in the indicative
timetable in the Key Offer Information Section of this Prospectus (subject to the
Company reserving the right to extend the Closing Date of either or both of the
Offers or close either or both of the Offers early).
Company or Smart Auto means Smart Auto Australia Limited (ACN 644 257 465).
Conditions has the meaning set out in Section 6.7.
Constitution means the constitution of the Company.
Corporate Advisers has the meaning in Part F (The Offers) of Section 5.
Corporate Advisory Mandate means the mandate entered into by the Company
with the Corporate Advisers, as summarised at Section 13.3.2.
Corporations Act means the Corporations Act 2001 (Cth).
CV means commercial vehicle.
Directors means the directors of the Company at the date of this Prospectus.
e-CV means electric commercial vehicle.
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EV means electric vehicle.
Exposure Period means the period of 7 days after the date of lodgement of this
Prospectus, which period may be extended by the ASIC by not more than 7 days
pursuant to section 727(3) of the Corporations Act.
GTB means the Company’s subsidiary, Grand Tour Bus Services Limited
(incorporated in Hong Kong).
Group or Smart Auto Group means the Company and its Subsidiaries.
HK$ or $HKD means Hong Kong dollars.
Lead Manager Mandate means the lead manager mandate with Indian Ocean
Corporate, signed by the Company on 9 November 2020, as summarised at
summarised at Section 13.3.1.
Lead Manager or Indian Ocean Corporate means Indian Ocean Corporate Pty
Ltd (ACN 142 266 279) (Authorised Representative Number 000345215 of Indian
Ocean Management Group Pty Ltd (AFS Licence Number 336409)).
Maximum Subscription means the maximum amount to be raised under the Public
Offer, being $4,200,000.
Minimum Subscription means the minimum amount to be raised under the Public
Offer, being $3,000,000.
NFLB means a non-franchised licensed bus operating in a commercial capacity
in Hong Kong, for which a PSL is required.
Nominated Adviser means Steinepreis Paganin as provided by Section 6.21.
NSX means the National Stock Exchange of Australia Limited (ACN 000 902 063)
or the financial market operated by it, as the context requires.
NSX Listing Rules means the official listing rules of NSX.
Offers means the Public Offer and the Advisers Offer.
Official List means the official list of NSX.
Official Quotation means official quotation by NSX in accordance with the NSX
Listing Rules.
Prospectus means this prospectus.
PSL means a passenger service licence issued by the Commissioner for Transport
in Hong Kong.
Public Offer means the offer of up to 42,000,000 Shares at an issue price of $0.10
per Share to raise up to $4,200,000 as set out in Section 6.1, with a minimum
subscription of 30,000,000 Shares to raise $3,000,000.
Section means a section of this Prospectus.
Security means a security issued or to be issued in the capital of the Company,
including a Share, and Securities shall be construed accordingly.
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Share means a fully paid ordinary share in the capital of the Company.
Shareholder means a holder of Shares.
Subsidiary means each company which is as at the date of this Prospectus, a
subsidiary of the Company within the meaning of the Corporations Act, and
Subsidiaries shall be construed accordingly.
Target Countries means the countries which the Group plans to expand its Business
into, namely Australia, Papua New Guinea, New Zealand, Indonesia and the
South Pacific Islands (in addition to Hong Kong).
Vehicle Licence means a vehicle licence issued by a motor registration authority
in a jurisdiction in which the Group operates in relation to a particular vehicle,
including, in relation to Hong Kong, a vehicle licence issued under the Road Traffic
Ordinance (Chapter 374 of the Laws of Hong Kong).
WST means Western Standard Time as observed in Perth, Western Australia.
Yinlong means Yinlong Energy Co., Ltd.
Zonson Smart Auto or Zonson means Zonson Smart Auto Corporation (a subsidiary
of ZTE Corporation, listed in Hong Kong and Shenzhen).
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