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ASX ANNOUNCEMENT 
 
 
 
27 February 2017 
 
 
 

SMS Management & Technology to be acquired by DWS Limited in a 
recommended transaction 

 
 
SMS Management & Technology Limited (“SMS”) (ASX:SMX) announces that it has entered into a Scheme 
Implementation Agreement with DWS Limited (“DWS”) (ASX:DWS) under which it is proposed that DWS 
will acquire 100% of the issued share capital of SMS by way of a Scheme of Arrangement (“Scheme”). 
 
If the Scheme is implemented, SMS shareholders will receive: 

 $1.00 in cash; and 

 0.39 DWS shares 
 

(“Scheme Consideration”) for each of their shares in SMS. The Scheme Consideration represents total 
consideration equal to $1.66 based on the five-day volume weighted average price (“VWAP”) of DWS 
shares to 24 February 2017 of $1.70. 
 
In addition, eligible SMS shareholders on the share register on the interim dividend record date of 
17 March 2017 will be entitled to the $0.015 fully-franked interim dividend declared on 27 February 2017. 
 
Further, under the proposed transaction the Board of SMS has retained the discretion to pay a special 
dividend of up to 10.2 cents per SMS share on or shortly before the implementation date of the Scheme. 
The cash consideration as part of the transaction will be reduced by the cash value of any special dividend 
paid by SMS after the announcement date. To the extent that a fully-franked special dividend is paid, those 
shareholders who are entitled to a refundable tax offset for franking credits attached to the special dividend 
are expected to receive, subject to their marginal tax rate, additional benefit valued at up to 4.4 cents per 
share. Whether a shareholder will be in a position to derive the full benefit of the franking credits will depend 
on their particular circumstances and any additional benefit will be less if the special dividend is less or is 
not declared. SMS Directors propose to apply to the Australian Taxation Office for a ruling regarding the 
treatment of any fully-franked special dividend.  
 
The derived value of the Scheme Consideration of $1.66 per share1 represents a significant premium to 
the SMS share price, including: 

 30% premium to last undisturbed share price close on 22 February 2017 of $1.28; 

 26% premium to one month VWAP to share price close on 22 February 2017 of $1.32; and 

 30% premium to VWAP since the SMS AGM on 14 November 2016 to 22 February 2017 of $1.28. 
 
The Scheme Consideration implies an enterprise value of $124 million2 and an EV/EBITDA3 multiple for 
the 12 months to 31 December 2016 of 11.9x. 
 
 

                                               
1 Based on five-day VWAP of DWS shares to 24 February 2017 
2 Based on net debt of $10.3 million as at 31 December 2016 and total issued shares of 68.5 million 
3 Based on EBITDA prior to significant items of $5.4 million in 2H FY16 and $5.0 million in 1H FY17 
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SMS Directors unanimously recommend the Scheme 

The SMS Directors consider that the Scheme is in the best interests of SMS shareholders and recommend 
unanimously that SMS shareholders vote in favour of the Scheme, in the absence of a superior proposal 
emerging prior to the scheme meeting and subject to an Independent Expert concluding the Scheme is in 
the best interests of SMS shareholders. 
 
The SMS Board of Directors agree that this is a compelling offer for SMS shareholders for the following 
reasons: 

 Significant premium to recent trading: as outlined above the derived value of the Scheme 
Consideration of $1.66 represents a 30% premium to the last undisturbed share price close of SMS 
shares on 22 February 2017 of $1.28, a 26% premium to the one month undisturbed VWAP of 
SMS shares to 22 February 2017 of $1.32, and a 30% premium to the undisturbed VWAP of SMS 
shares since the SMS AGM on 14 November 2016 of $1.28; 
 

 Attractive valuation: the Scheme Consideration equates to an enterprise value of $124 million4, 
which implies an EV/EBITDA5 multiple for the 12 months to 31 December 2016 of 11.9x. This 
represents an attractive valuation for the Company, particularly in the context of the structural 
changes to the industry, including intensified competition from large offshore entrants and 
expansion of professional services firms into the sector. These structural changes have impacted 
the performance of SMS over recent years; and 
 

 Continued exposure to the success of the combined group: in receiving part scrip 
consideration shareholders have the potential to continue their investment in the IT services sector 
and gain exposure to a business with greater scale and the benefits from the synergies that DWS 
may extract from the merger of the complementary businesses.  

 
As such, the SMS Directors intend to vote all shares in their control in favour of the proposed Scheme, in 
the absence of a superior proposal and subject to an Independent Expert concluding the Scheme is in the 
best interests of SMS shareholders. 
 
Scheme Implementation Agreement (“SIA”) 

The implementation of the Scheme is subject to a number of customary conditions including: 

 relevant ASIC and ASX approvals; 

 the approval of SMS shareholders and the Court; 

 no Target Material Adverse Change or Target Prescribed Occurrence as defined in the SIA 
occurring in relation to SMS; 

 no Bidder Material Adverse Change or Bidder Prescribed Occurrence as defined in the SIA 
occurring in relation to DWS; and 

 the Independent Expert concluding that the Scheme is in the best interests of shareholders.  
 
The SIA contains customary exclusivity provisions including a “no shop” provision and a matching right.  It 
also includes “no talk” restrictions, a no “due diligence” restriction, and a notification obligation each of 
which are subject to SMS Directors’ fiduciary obligations. The SIA does not provide for a break fee to be 
paid by any party in the event that the transaction does not proceed.  
 
A copy of the executed SIA with its attachments accompanies this announcement. 
 
Indicative timetable and next steps 

SMS shareholders do not need to take any action at the present time. 
 
SMS shareholders will be given the opportunity to vote on the Scheme at a meeting expected to be held in 
June 2017. Subject to shareholder approval and the other conditions of the Scheme being satisfied, the 
Scheme is expected to be implemented in June 2017. 

                                               
4 Based on net debt of $10.3 million as at 31 December 2016 and total issued shares of 68.5 million 
5 Based on EBITDA prior to significant items of $5.4 million in 2H FY16 and $5.0 million in 1H FY17 
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A Scheme Booklet containing information relating to the proposed acquisition, reasons for the Directors’ 
recommendation, an Independent Expert’s Report and details of the Scheme meeting is expected to be 
sent to SMS shareholders in early May 2017 after its preparation and review by ASIC. These dates are 
indicative and subject to change. 
 
Advisers 

SMS is being advised by Macquarie Capital (Australia) Limited as financial adviser and Corrs Chambers 
Westgarth as legal counsel. 
 
 
 
 
 
Investors, Analysts and Media 
For further information please contact:  
Rick Rostolis, Chief Executive Officer      
rick.rostolis@smsmt.com 
+61 3 9674 3421 
 
Peter Sherar, Chief Financial Officer 
peter.sherar@smsmt.com 
+61 3 9674 3354 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
About SMS 
A leader in advisory, solutions, managed services and recruitment, SMS cultivates innovation, digital, mobile and 
design-led business and technology capability to empower organisations across all industry sectors. With over 1,400 
staff across Asia Pacific, SMS promotes and delivers next-generation customer-centric outcomes for our clients. 
 
For more information please visit www.smsmt.com  
 
 
 
About DWS  
DWS Limited (DWS) is a leading Australian IT services Group, delivering excellence and innovation in our IT solutions 
since 1992.  DWS has in excess of 650 employees with offices in Melbourne, Sydney, Adelaide, Brisbane, Canberra, 
Perth and Coolangatta and provides services to a broad range of blue-chip corporate clients and State and Federal 
Government agencies. DWS provides a broad and flexible suite of integrated solutions spanning IT Consulting 
Services, Digital Solutions and Customer Led Innovation, Strategic Sourcing and Productivity Services, Business 
Analytics and Managed Application Services.   
 
For more information please visit www.dws.com.au  
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