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Directors Report

The Directors of MSL Solutions Limited (‘MSL’ or ‘the Company’) submit their report together with the consolidated financial report of the
Company, comprising the Company and its controlled entities for the half year ended 31 December 2018 and the auditor’s review report
thereon.

Directors

The names of the Directors of the Company in office during the period and to the date of this report are as follows:

Name Director since

Non-Executive

Mr John Down (Chair) October 2008
Mr lan Daly December 2009
March 2017
Ms Kaylene Gaffney (resigned 30 January 2019)
Dr Richard Holzgrefe December 2007
Mr David Trude March 2017

Executive

Mr Craig Kinross (Managing Director & Chief

Executive Officer) November 2012

Financial and Operational Review

An analysis of the Company’s interim period’s financial and operating performance from continuing operations is outlined below. Unless
otherwise stated, all values are expressed in Australian Dollars (AUD).

Group results

MSL strategic focus is on growth of valuable recurring revenue. Recurring revenue for the period was $8.7 million (December 2017: $7.5
million), an increase of 16%. Of particular focus is growing the subscription/Saa$S recurring revenue, which grew to $3.9 million for the
period (December 2017: $2.8 million).

Current strategic investments being made in research & development of $3.1 million (December 2017: $2.3 million) and sales &
marketing of $3.4 million (December 2017: $2.4 million) will drive accelerated growth in recurring revenue in future periods.

Revenue for the period was generated at a gross margin of 71% (December 2017: 73%). The reduced margin reflecting competitive
pricing pressure, and reduced margins on hardware revenue in the period.

The Group has communicated that Fiscal Year 2019 is a reinvestment year to advance initiatives to accelerate growth in future fiscal
years in some key market changing areas including:

e Transition to Subscription/Saa$S revenues;
e Investment in the new World Handicap System unification program set with a deadline by the Royal & Ancient and US Golf
Association of 2020;

e  Dubai Expo 2020 associated regional pipeline growth opportunities; and
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e Entry into the growth trend associated with Retirement Living facilities being associated with our core member-based
organisations — especially golf, clubs and other lifestyle sports.

The resultant Net Profit after Tax pre Amortisation (NPATA) at December 2018 is a loss of $(1.3) million (December 2017: Loss of $(0.3)
million).

Consolidated summary of results for the half year ended
31 December 2018

Dec-18  Dec-17 Restated

Statutory results A$'000 A$'000
Revenue 13,914 14,414
Cost of sales (3,982) (3,871)
Gross margin 9,932 10,543
Operating ex penses before significant ittms (12,913) (10,731)
Adjusted EBITDA (2,981) (188)
Significant items (114) (417)
EBITDA (3,095) (605)
Depreciation (92) (106)
Amortisation (2,344) (2,136)
EBIT (5,531) (2,847)
Net finance income/(costs) - 65
NPBT (5,531) (2,782)
Income tax benefit 1,881 375
NPAT (3,650) (2,407)
NPATA (1,306) (271)

*EBITDA is earnings before interest, tax, depreciation and amortisation. Adjusted EBITDA represents EBITDA before significant and one-off items. NPAT
is net profit/(loss) after tax. NPATA is net profit/(loss) after tax but before amortisation.

Operating expenses increased by approximately $2.1m, reflecting the investment made in overseas expansion into new geographic
locations, along with staff appointments in product management and project delivery to support the Company’s growth strategy into
these international markets.

Significant items include transaction costs associated with potential acquisitions (2018: $76k; 2017: $151k) along with foreign exchange
movements (2018: $38k; 2017: $174k). There were no fair value adjustments for the period ended 31 December 2018 (2017: $92K).

MPower Venue

Servicing the stadia, arena and registered clubs (excluding golf) on a global basis, the segment revenue from MPower Venue for the period
was $8.7 million (December 2017: $10.0 million).

The international venue business (from the Verteda acquisition) represented 46% (December 2017: 51%) of segment revenue.

MPower Venue contributed $3.2 million EBITDA, which decreased from the prior year largely due to the timing of non-recurring revenue
from hardware sales and project implementation revenue. Importantly, recurring annuity revenue for the Venues business increased by a
total of 9% for the same comparative period.

MPower Golf

Servicing the golf clubs and association markets in Australia and Scandinavia, the MPower Golf segment revenue for the period was $5.2
million which increased by 17% from $4.4 million.

The international golf business (from the acquisition of GolfBox A/S in November 2016) represented 32% of the segment revenue.
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MPower Golf contributed $3.6 million EBITDA which increased from the corresponding period due to a mixture of natural growth and
growth as a result of the Pricap acquistion.

The Directors note the commentary in Note 1b) to the interim financial report that confirms the financial statements have been prepared
on a going concern basis. The note does however conclude that there is a material uncertainty that casts significant doubt about the
Group's ability to continue as a going concern. The circumstances leading to this uncertainty, together with the Group’s plan to address
this, are set out in detail in Note 1b). Consequently, the auditors have modified their review opinion to include an emphasis of matter.

Dividends

No dividends were paid to shareholders during the period, and no dividend has been declared or paid subsequent to the end of the financial
period.

Rounding of amounts

The Company is of a kind referred in ASIC Corporations (Rounding in Financial/Director's Reports) Instrument 2016/191, issued by the
Australian Securities and Investments Commission, relating to the ‘rounding off’ of amounts in the Directors’ Report and consolidated
interim financial statements. Amounts rounded are rounded off to the nearest hundred thousand dollars.

Auditors Independence Declaration

A copy of the Auditors Independence Declaration as required under Section 307¢ of the Corporations Act 2001 is included at page 6 of
this report.

Signed in accordance with a resolution of Directors made pursuant to Section 306(3) of the Corporations Act 2001.

On behalf of the Directors
John Down Craig Kinross
Chairman Managing Director and Chief Executive Officer
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Auditor’s Independence Declaration

As lead auditor for the review of MSL Solutions Limited for the half-year ended 31 December 2018, |
declare that to the best of my knowledge and belief, there have been:

(@) no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the review; and

(b) no contraventions of any applicable code of professional conduct in relation to the review.

This declaration is in respect of MSL Solutions Limited and the entities it controlled during the period.

/%’4{:.9‘-&/ - G/C(,.;_,LL
/\

Michael Crowe Brisbane
Partner 28 February 2019
PricewaterhouseCoopers

———

PricewaterhouseCoopers, ABN 52 780 433 757
480 Queen Street, BRISBANE QLD 4000, GPO Box 150, BRISBANE QLD 4001
T: +617 3257 5000, F: +61 7 3257 5999, www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.
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Financial Statements

Interim consolidated statement of profit or loss and other comprehensive income for the six
months ended 31 December 2018

Note Dec-18 Dec-17 Restated
A$'000 A$'000

Revenue 5 13,894 14,390
Other income 5 20 24
Cost of sales (3,982) (3,871)
Sales and marketing expenses (3,445) (2,430)
Customer support and technical services (3,739) (3,170)
Research and dev elopment expenses (3,144) (2,279)
General and administration expenses (2,585) (2,852)
Other gains and expenses (net) (38) (266)
Depreciation ex pense (92) (106)
Amortisation ex pense (2,344) (2,136)
Transaction and restructuring costs (76) (151)
Finance costs - 65
(Loss) before income tax (5,531) (2,782)
Income tax benefit 1,881 375
(Loss) for the period (3,650) (2,407)
Other comprehensiv e income for the period 493 (112)
Total comprehensive (loss) for the period (3,157) (2,519)
Loss attributable to:
Owners of MSL Solutions Limited (3,157) (2,519)

(3,157) (2,519)
Total comprehnsive (loss) for the period attributable to:
Owners of MSL Solutions Limited (3,157) (2,519)

(3,157) (2,519)

EARNINGS PER SHARE FROM LOSS FROM CONTINUING OPERATIONS

ATTRIBUTABLE TO THE ORDINARY EQUITY HOLDERS OF THE COMPANY

Basic earnings per share (cents) (1.3) (1.0)
Diluted eamings per share (cents) (1.3) (1.0)

The above interim consolidated statement of profit or loss and other comprehensive income should be read in conjunction with the
accompanying notes. Prior period has been restated (refer to Note 1a)).
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Interim consolidated balance sheet as at 31 December 2018

Note Dec-18 Jun-18 Restated
A$'000 $'000
ASSETS
Current assets
Cash and cash equivalents 1,497 6,647
Trade receivables 5,491 4,019
Confract assets 972 1,647
Assets held for sale 1,868 1,881
Other current assets 926 801
Total current assets 10,754 14,995
Non-current assets
Receivables 1,994 2,214
Property, plant and equipment 248 249
Intangible assets 8a 41,405 43,327
Other non-current assets 115 208
Total non-current assets 43,762 45,998
Total assets 54,516 60,993
LIABILITIES
Current liabilities
Trade and other pay ables 5,431 4,889
Borrowings 82 39
Provisions 8b 1,331 4,099
Income tax payable 512 766
Contract liabilities 5,964 6,215
Total current liabilities 13,320 16,008
Non-current liabilities
Borrowings 6 1,290 -
Deferred tax liabilty 236 2,211
Provisions 8b 405 305
Total non-current liabilities 1,931 2,516
Total liabilities 15,251 18,524
Net assets 39,265 42,469
EQUITY
Contfributed equity 61,003 60,988
Reserves 3,040 2,485
Accumulated losses (24,778) (21,004)
Total equity 39,265 42,469

The interim consolidated balance sheet should be read in conjunction with the accompanying notes. Prior period has been restated (refer
to Note 1a)).
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Interim consolidated statement of changes in equity for the period ended
31 December 2018

Contributed Retained Foreign currency  Share-based

equity earnings translation payment reserve
reserve
$'000 $'000 $'000 $'000
Balance as at 1 July 2017 61,085 (20,811) 40,612

Total comprehensive income for the period

Profit/(loss) for the period - (2,407) - - (2,407)
Other comprehensiv e income - (112) - (112)
Total comprehensive income for the period - (2,407) (112) - (2,519)
Transactions with owners in their capacity as owners

Contributions of equity, net of fransaction costs (135) - - - (135)
Total transactions for the period (135) - - - (135)
Balance as at 31 December 2017 60,950 (23,218) 123 103 37,958
Balances as reported 30 June 2018 60,988 (20,723) 2,382 103 42,750
Impact of restatement - (281) - - (281)
Balance as at 30 June 2018 - Restated 60,988 (21,004) 2,382 103 42,469
Total comprehensive income for the period

Profit/(loss) for the period - (3,650) - - (3,650)
Other comprehensiv e income - 493 - 493
Total comprehensive income for the period - (3,650) 493 - (3,157)
Transactions with owners in their capacity as owners

Contributions of equity, net of fransaction costs 15 - - - 15
Share-based payments expense - - - 62 62
Total transactions for the period 15 - - 62 77
Change in accounting policies

Restatements - AASB9 impact - (124) - - (124)
Total restatements due to change in accounting policies - (124) - - (124)
Balance as at 31 December 2018 61,003 (24,778) 2,875 165 39,265

The above interim consolidated statement of changes in equity should be read in conjunction with the accompanying notes. Prior period
has been restated (refer to Note 1a)).
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Interim consolidated statement of cash flows for the six months ended 31 December 2018

Dec-18 Dec-17
$'000 $'000
Cash flows from operating activities
Receipts from customers 15,627 16,667
Payments to suppliers, employ ees and others (18,259) (17,528)
Finance costs - ©)
Acquisition related costs - (25)
Interest receiv ed 10 64
Net cash flows used in operating activities (2,622) (827)
Cash flows from investing activities
Capital ex penditure (56) (100)
Acquisition of subsidiaries, net of cash & cash equivalents (3,802) (3,954)
Proceeds from disposals of investment 39 -
Net cash flows used in investing activities (3,819) (4,054)
Cash flows from financing activities
Repay ment of borrow ings (19) (173)
Proceeds from borrowings 1,274 -
Costs paid on issuance of share capital - (129)
Net cash flows used in financing activities 1,255 (302)
Net cash (outflow) for the period (5,186) (5,183)
Cash at beginning of the period 6,647 11,741
Effect of foreign exchange (20) (38)
Cash at end of the period 1,441 6,520
Reconciliation of cash
Cash and cash equivalents 1,497 6,520
Bank overdraft (56) -
1,441 6,520

The above interim consolidated statement of cashflows should be read in conjunction with the accompanying notes.
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Notes to the consolidated financial statements

1. Reporting entity

MSL Solutions Limited (the Company) is a company domiciled in Australia. The address of the Company’s registered office and principal
place of business is Level 1, 307 Queen Street, Brisbane, Queensland.

The consolidated interim financial report of the Company as at and for the period ended 31 December 2018 comprises the Company and
its subsidiaries (together referred to as the Group and individually as Group entities).

The Group is a for-profit entity and is primarily involved in the global provision of hosted, software as a service (SaaS) and on-site deployed
solutions to clients in the sport, leisure and hospitality sectors. Golf and Venue are the key segments which include:

e  Golf clubs and associations;

e Reqgistered clubs;

e Stadia and arenas; and

e  Other hospitality and entertainment venues.

a) Basis of preparation

This consolidated interim financial report for the half year period ended 31 December 2018 has been prepared in accordance with the
requirements of the Corporations Act 2001 and Accounting Standard AASB 134 Interim Financial Reporting.

The consolidated interim financial report does not include full disclosures of the type normally included in an annual financial report.
Accordingly, it is recommended that this interim financial report be read in conjunction with the annual financial report for the year ended
30 June 2018 and any public announcements made by MSL Solutions Limited and its controlled entities during the interim reporting period
in accordance with continuous disclosure requirements arising under the Corporations Act 2001.

The accounting policies adopted are consistent with those of the previous financial year and corresponding interim reporting period, except
for the adoption of new and amended standards as set out below. Where applicable, various comparative balances have been reclassified
to align with current period presentation. These amendments have no material impact on the consolidated financial statements.

Prior period restatement

The primary statements, except for the consolidated statement of cash flows, at 30 June 2018 and for the period 31 December 2017 have
been restated to reflect the effect of adjustments identified as part of the 30 June 2018 year end audit. The net impact of the adjustments
was not material to the Group’s financial statements. However, it was determined that the adjustments should be reflected as the impact
of these items could become material in the future. The adjustments principally relate to:

e Timing of revenue recognition for hardware sales (gross margin reduction in FY18 of $470k);
e Discounting impact of non-current receivables (loss before income tax reduction in FY18 of $89k); and
¢ Income tax benefit increase of $100k for the tax impact of the above items.

b) Going concern assumption

The interim financial statements are general purpose financial statements that have been prepared in accordance with the Australian
Accounting Standards, other authoritative pronouncements of the Australian Accounting Standards Board and the Corporations Act
2001.

As at 31 December 2018, the Group had net cash of $1.4 million plus available finance facilities of $1.0 million (30 June 2018: $6.6
million and $0.5 million). The Group recorded a loss after tax of $3.6 million and operating cash outflows of $2.6 million for the period
ended 31 December 2018 (31 December 2017: $2.4 million loss after tax and operating cash outflows of $0.8 million).

The Group has a working capital deficiency of $2.6 million at 31 December 2018 (30 June 2018: $1.0 million). Deferred revenue of

$6.0 million (30 June 2018: $6.2 million) included in the working capital deficiency as contract liabilities represent non-cash obligations of
the Group relating to revenue to be recognised in the coming 12 months. Removing the non-cash deferred revenue liability, the Group
has positive working capital of $3.4 million at 31 December 2018 (30 June 2018: $5.2 million).
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The Directors have approved cash flow forecasts that indicate the Group can manage its operating cash flow requirements beyond 12
months from the date of authorisation of these financial statements. The Directors considered the achievability of the revenue and
expense assumptions underlying the forecast, and as with any forecast, there are uncertainties within the assumptions required to meet
the Group’s expectations.

In relation to working capital the Group has engaged an independent broker to facilitate the sale of Zuuse shares following approaches
from interested parties. The broker has advised the Group he is currently negotiating the sale of at least half of the Zuuse shares at the
date of this report valuing MSL's total current holding at over $5 million. In addition, to maximise shareholder value into the future, the
Group has a strong focus on transitioning to recurring revenue through the provision of software as a service (SaaS) contracts rather
than perpetual licenses. The Group is actively working with SaaS funding providers to minimise the impact on working capital during this
transition.

Whether the Group can:

e achieve its cash flow forecast for the next 12 months and beyond during its transition to predominantly SaaS revenue; and
e realise at least $2.5 million in cash proceeds from the sale of Zuuse shares

represent material uncertainties that may cast significant doubt over the Group’s ability to continue as a going concern and therefore,
that it may not be able to realise its assets and discharge its liabilities in the normal course of business.

Despite these uncertainties, the Directors are of the view that the company will be successful in the above matters and accordingly have
adopted the going concern basis for the preparation of the interim financial report.

c¢) New and amended standards adopted by the group
A number of new or amended standards became applicable for the current reporting period and the group has changed its accounting

policies and made retrospective adjustments as a result of adopting the following standards:

e AASB 9 Financial Instruments; and
e AASB 15 Revenue from Contracts with Customers.

The impact of the adoption of these standards and the new accounting policies are disclosed in note 2 below. The other standards did
not have any impact on the group’s accounting policies and did not require retrospective adjustments.

Certain new accounting standards and interpretations have been published that are not mandatory for 31 December 2018 reporting
period and have not been early adopted by the Group. The Group’s assessment of the impact of these new standards and
interpretations is set out below:

d) Impact of standards issued but not yet applied by the entity

AASB 16 was issued in February 2016. It will result in almost all leases being recognised on the balance sheet, as the distinction
between operating and finance leases is removed. Under the new standard, an asset (the right to use the leased item) and a financial
liability to pay rentals are recognised. The only exceptions are short-term and low value leases.

The accounting for lessors will not significantly change.

The standard will affect primarily the accounting for the Group’s operating leases. As at 31 December 2018, the Group has non-
cancellable operating lease commitments of $2 million. However, the Group has not yet determined to what extent these commitments
will result in the recognition of an asset and a liability for future payments and how this will affect the Group’s profit and classification of
cashflows.

Some of the commitments may be covered by the exception for short-term and low value leases and some commitments may relate to
arrangements that will not qualify as leases under AASB 16.

The standard is mandatory for first interim periods within annual reporting periods beginning on or after 1 January 2019. The Group does
not intend to adopt the standard before its effective date.

There are no other standards that are not yet effective and that would be expected to have a material impact on the entity in the current or
future reporting periods and on foreseeable future transactions.
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2. Changes in accounting policies

This note explains the impact of the adoption of AASB 9 Financial Instruments and AASB 15 Revenue from Contracts with Customers on
the Group’s financial statements and also discloses the new accounting policies that have been applied from 1 July 2018, where they are
different to those applied in prior periods.

a) Impact on the financial statements

As a result of the changes in the entity’s accounting policies, prior year financial statements have been restated. As explained in note
2(b) below, AASB 9 and 15 were adopted retrospectively with the cumulative effect of initially applying the standards recognised at the
date of initial application (1 July 2018). The reclassifications and the adjustments arising from the new impairment rules in AASB 9 are
therefore not reflected in the restated balance sheet as at 30 June 2018 but are recognised in the opening balance sheet on 1 July 2018.

The following tables show the adjustments recognised for each individual line item. Line items that were not affected by the changes
have not been included. As a result, the sub-totals and total disclosed cannot be recalculated from the numbers provided. The
adjustments are explained in more detail below.

30 June 2018 AASB 15 30 June 2018 1 July 2018
Adjusted* Restated Restated
$'000 $'000 $'000 $'000

ASSETS
Current assets

Trade and other receivables 5,666 (1,647) 4,019 (176) 3,843

Contract assets - 1,647 1,647 - 1,647
Total current assets 14,995 - 14,995 (176) 14,819
Current liabilities

Deferred Revenue 6,214 (6,214) - -

Contract liabiliies - 6,214 6,214 - 6,214
Total current liabilities 16,008 - 16,008 - 16,008
Non-current liabilities

Deferred tax liabilty 2,211 - 2,211 (52) 2,159
Total non-current liabilities 2,516 - 2,516 (52) 2,464
Total liabilities 18,524 - 18,524 (52) 18,472
Net assets 42,469 - 42,469 (124) 42,345
EQUITY

Accumulated losses (21,004) - (21,004) (124) (21,128)
Total equity 42,469 - 42,469 (124) 42,345

*Balance reflects adjustments in note 1a)

b) AASB 9 Financial instruments — impact of adoption

AASB 9 replaces the provisions of AASB 139 that relate to the recognition, classification and measurement of financial assets and
financial liabilities, derecognition of financial instruments, impairment of financial assets and hedge accounting.

The adoption of AASB 9 Financial Instruments from 1 January 2018 resulted in changes in accounting policies and adjustments to the
amounts recognised in the financial statements. The new accounting policies are set out in note 2c) below. In accordance with the
transitional provisions in AASB 9(7.2.15) and (7.2.26), comparative figures have not been restated.

The total impact of the group’s retained earnings as at 30 June 2018 and 1 July 2018 is as follows:
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2018

$'000

Closing retained earnings 30 June 2018 - AASB139 (21,004)
Increase in estimated credit loss provision for rade receivables and contract assets (99)
Increase in estimated credit loss provision for contract assets with significant finance components (39)
Increase in estimated credit loss provision for debt investments at amortised cost (38)
Increase in deferred tax assets relating to impairment provisions 52

Adjustments to retained earnings from adoption of AASB 9 on 1 July 2018 (124)

Opening retained earnings 1 July 2018 - AASB 9 (21,128)

I. Impairment of financial assets
The group has three types of financial assets that are subject to AASB 9's new expected credit loss model:

e Trade receivables for sales from all revenue streams;
e  Contract assets for sales from all revenue streams; and
e Debt investments carried at amortised cost

The Group was required to revise its impairment methodology under AASB 9 for each of these classes of assets. The impact of the
change in impairment methodology on the group’s retained earnings and equity is disclosed in the table in note 2b) above.

While cash and cash equivalents are also subject to the impairment requirements of AASB 9, the identified impairment loss was
immaterial.

Trade receivables and contract assets without significant financing components

The group applies the AASB 9 simplified approach to measuring expected credit losses which uses a lifetime expected loss allowance
for all trade receivables and contract assets.

To measure the expected credit losses, trade receivables and other receivables have been grouped based on shared credit risk
characteristics and the days past due. The contract assets relate to unbilled work in progress and unbilled software and hardware sales
and have substantially the same risk characteristics as the trade receivables for the same types of contracts.

On that basis, the loss allowance as at 1 July 2018 was determined as follows for both trade receivables and contract assets. The ECL
percentage is applied to the receivables and the contract assets in their functional currency with the loss allowance then translated to
presentation currency:

TRADE RECEIVABLES - 30 JUNE 2018 (AUD) Total Current <1 Month 1 Month 2 Months 3 Months Older
ECL% 1% 2% 5% 10% 15% 20%
Gross carrying amount AUD 4,324 1,911 1,429 188 193 92 511
Total provision AUD (194) (19) (29) ©) (19) (16) (102)
Contract asset without financing components AUD Total
ECL % 1%
Gross carrying amount AUD 1,084
Total provision AUD (11)

The loss allowances for trade receivables and contract assets as at 30 June 2018 reconcile to the opening loss allowances on 1 July as
follows:

Contract Assets Trade receivables Total

At 30 June 2018 provision held - 106 106
Amount restated through opening retained earnings 1 88 99
Opening loss allowance as at 1 July 2018 calculated uner AASB 9 1 194 205

Trade receivables and contract assets are written off when there is no reasonable expectation of recovery. Indicators that there is no
reasonable expectation of recovery include, amongst others, the failure of a debtor to engage in a repayment plan with the group, and a
failure to make contractual payments for a period of greater than 120 days past due.
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Contract assets with significant financing components

In addition to trade receivables and contract assets without significant financing components there were several contract assets that do
include financing components. The Group has elected the simplified approach to measuring the expected credit losses which uses a
lifetime expected loss allowance.

Based on the credit history and information available to the Group as at 30 June 2018 the following allowance calculations have been
determined:

Contract v alue Allowance % AUD
1-3 year contracts 1,202 2% 24
1-7 year confracts 735 2% 15
Total 39

Given the longstanding relationship with the customers that make up these contract assets and the payment history demonstrated by
those customers the estimated credit loss has been assessed as extremely low.

The impact on opening accumulated losses as at 1 July 2018 is as follows:

At 30 June 2018 - provision held -
Amounts restated through opening

retained earnings 39
Opening loss allowance as at 1 July
2018 calculated under AASB 9 39

Debt investments carried

All of the Group’s other debt investments at amortised cost are considered to have low credit risk, and the loss allowance recognised
during the period was therefore limited to 12 months expected losses. Instruments are considered to be low credit risk when they have a
low risk of default and the issuer has a strong capacity to meet its contractual cash flow obligations in the near term.

On that basis the loss allowance at 30 June 2018 was determined as follows:

Previous  Reclassification Remeasurement AASB9
carrying amount carrying

amount
30/06/2018 1/07/2018

Loan Receivable 872

Initial loan 847

Interest 25 - -

Expected credit loss ("ECL") at 4.5% - - (38)
Remeasurement -
Closing balance - - - 834

c) AASB 9 Financial instruments — accounting policies applied from 1 July 2018

i. Investments and other financial assets
Classification

From 1 July 2018, the Group classifies its financial assets in the following measurement categories:

e Those to be measured subsequently at fair value (either through other comprehensive income (“OCI”), or through profit or
loss); and

e Those to be measured at amortised cost

The classification depends on the entity’s business model for managing the financial assets and the contractual terms of the cash flows.
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For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCI. For investments in equity instruments
that are not held for trading, this will depend on whether the Group has made an irrevocable election at the time of initial recognition to
account for the equity investment at fair value through other comprehensive income (“FVOCI’).

The Group classifies debt investments when and only when its business model for managing those assets changes.
Measurement

At initial recognition, the group measures a financial asset at its fair value plus, in the case of a financial asset not at fair value through
profit or loss (“FVPL”), transaction costs that are directly attributable to the acquisition of the financial asset. Transaction costs of
financial assets carried at FVPL are expensed in profit or loss.

Financial assets with embedded derivatives are considered in their entirety when determining whether their cash flows are solely
payment of principle and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the group’s business model for managing the asset and the cash flow
characteristics of the asset. There are three measurement categories into which the group classifies its debt instruments:

e Amortised cost: Assets that are held for collection of contractual cash flows where those cash flows represent solely
payments of principal and interest are measured at amortised cost. Interest income from these financial assets is included in
finance income using the effective interest rate method. Any gain or loss arising on derecognition is recognised directly in
profit or loss and presented in other gains/(losses), together with foreign exchange gains and losses. Impairment losses are
presented as a separate line item in the statement of profit or loss.

e FVOCI: Assets that are held for collection of contractual cash flows and for selling the financial assets, where the assets’ cash
flows represent solely payments of principal and interest, are measured at FVOCI. Movements in the carrying amount are
taken through OCI, except for the recognition of impairment gains or losses, interest revenue and foreign exchange gains and
losses which are recognised in profit or loss. When the financial asset is derecognised, the cumulative gain or loss previously
recognised in OCl is reclassified from equity to profit or loss and recognised in other gains/(losses). Interest income from
these financial assets is included in finance income using the effective interest rate method. Foreign exchange gains and
losses are presented in other gains/(losses) and impairment expenses are presented as a separate line item in the statement
of profit or loss.

e FVPL: Assets that do not meet the criteria for amortised cost or FVOCI are measured at FVPL. A gain or loss on a debt
investment that is subsequently measured at FVPL is recognised in profit or loss and presented net within other gains/(losses)
in the period in which it arises.

Equity instruments

The group subsequently measures all equity investments at fair value. Where the group’s management has elected to present fair value
gains and losses on equity investments in OCI, there is no subsequent reclassification of fair value gains and losses to profit or loss
following the derecognition of the investment. Dividends from such investments continue to be recognised in profit or loss as other
income when the group’s right to receive payments is established.

Changes in the fair value of financial assets at FVPL are recognised in other gains/(losses) in the statement of profit or loss as
applicable. Impairment losses (and reversal of impairment losses) on equity investments measured at FVOCI are not reported separately
from other changes in fair value. At the reporting date the Group did not have any instruments classified as FVOCI.

Impairment

From 1 July 2018, the group assesses on a forward-looking basis the expected credit loss associated with its debt instruments carried at
amortised cost and FVOCI. The impairment methodology applied depends on whether there has been a significant increase in credit
risk. For trade receivables, the group applies the simplified approach permitted by AASB 9, which requires expected lifetime losses to
be recognised from initial recognition of the receivables.
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d) AASB 15 Revenue from Contracts with Customer — impact of adoption

The group has adopted AASB 15 Revenue from Contracts with Customers from 1 July 2018 which resulted in changes in accounting
policies and adjustments to the amounts recognised in the financial statements. In accordance with the transition provisions in AASB 15,
the Group has adopted the new rules retrospectively and has restated comparatives for the 2018 financial year. Application of the
restrospective application of AASB 15 did not have any impact to current period and prior period. In summary, the following adjustments
were made to the amounts recognised in the balance sheet at the date of initial application (1 July 2018):

AASB118 carrying

o AASB 15 carrying
Reclassification Remeasurement
amount 30 June 2018 amount 1 July 2018

$'000 $'000 $'000

Trade and other receiv ables i 5,666 (1,647)

Contract assets i - 1,647 - 1,647
Deferred revenue i 6,214 (6,214) -
Contract liabilites i - 6,214 - 6,214

I Presentation of assets and liabilities related to contracts with customers
The Group has also voluntarily changed the presentation of certain amounts in the balance sheet to reflect the terminology of AASB 15
and AASB 9:

e  Contract assets recognised in relation to accrued revenue were previously presented as part of trade and other receivables;
e  Contract liabilities in relation to post-sales support and subscriptions were previously presented as part of deferred revenue.
e) AASB 15 Revenue from Contracts with customers - accounting policies

The Group recognises revenue from either individual or multiple element arrangements such as hosting and installation, an assessment
is made as to whether these give rise to separate performance obligations which are accounted for using the methods outlined below for
each individual element contained within the contract.

Customer contracts annuities - (contract liability)

Timing of recognition: The Group recognises the revenue from customer care and support contracts over the period of time governed by
the contract, as the customer is receiving and consuming the benefit provided over that time. Customers are invoiced prior to the
commencement of the support period with this invoiced amount deferred until support has been provided.

Measurement of revenue: Revenue is measured per supported license module. Various modules have differing support prices. The
Group has a cancellation policy of 90 days.

Subscription annuities — (contract liability)

Timing of recognition: The Group recognises the revenue from Saa$S or subscription contracts over the period of time governed by the
contracts from which the customer is receiving and consuming benefits. Customers receive several products or services that are not
distinct from each other and as such are recognised as a bundled arrangement. Customers are invoiced prior to the commencement of
the subscription period with this invoiced amount deferred until the service has been provided.

Measurement of revenue: Revenue is measured for each subscription license module. Various modules have differing subscription
prices.

Booking fees/referral fees

Timing of recognition: The Group accounts for booking and referral revenue when the booking or referral has been completed. This
revenue is recognised at a point in time when all obligations have been met.

Measurement of revenue: Booking and referral revenue is based on commission charged for products and services to be provided by a
third party, this is an agency arrangement where MSL is an acting as an agent for these providers. As such the net revenue of the
agency arrangement is recognised.

System installations/professional services - (contract liability/contract asset)
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Timing of recognition: Revenue from system installations is recognised over a period of time governed by when the services are
rendered. For fixed-price contracts, revenue is recognised based on the actual service provided to the end of the reporting period as a
proportion of the total services to be provided (input method). Depending on the billing arrangements with customers MSL either holds a
contract liability or contract asset for this revenue.

Measurement of revenue: Estimates of revenues, cost or extent of progress toward completion are revised if circumstances change. Any
resulting increases or decreases in the estimated revenues or costs are reflected in profit or loss in the period in which the
circumstances that give rise to the revision become known by management.

Judgements: The Group has determined that it is a separate performance obligation where:

o the services are generic;
o they could be provided by a third party; and
o they do not significantly modify the software or hardware provided to the customer.

Software fees and royalties

Timing of recognition: The Group sells a range of software applications on a perpetual license basis. Sales are recognised when control
of the software has been transferred to the customer enabling them to direct the use of the transferred asset. As such revenue is
recognised at a point in time once this obligation is complete. The software license is provided as a distinct service that can be
individually measured.

Measurement of revenue: Revenue from sales is based on the price specified in the sales contract, net of any discounts and returns at
the time of sale. Accumulated experience is used to estimate and provide for discounts and returns.

Hardware fees

Timing of recognition: The Group sells a large range of hardware applications. Sales are recognised when control of the hardware has
been transferred to the customer enabling them to direct the use of the transferred asset. As such revenue is recognised at a point in
time once this obligation is complete. The hardware is provided as a distinct service that can be individually measured.

Measurement of revenue: Revenue from sales is based on the price specified in the sales contracts, net of any discounts and returns at
the time of sale. Accumulated experience is used to estimate and provide for discounts and returns.

Advertising

Timing of recognition: The Group recognises revenue over a period of time governed by when the services are rendered. For fixed-price
contracts, revenue is recognised based on the actual service provided to the end of the reporting period as a proportion of the total
services to be provided (input method). Depending on the billing arrangements with customers MSL either holds a contract liability or
contract asset for this revenue.

Measurement of revenue: Revenue is measured in line with the executed insertion orders and is based on market rates.

3. Segment information

a) Description of segments and principal activities

The Group’s executive management team, consisting of the Chief Executive Officer, the (Acting) Chief Financial Officer, Chief Operating
Officer, Chief Technology Officer and Chief Product & Innovation Officer, examines the Group’s performance from an industry
perspective with entities in similar markets grouped on a global basis. The following are the identified reportable segments:

1. MPower Venue: services the stadia and arena and registered clubs (excluding golf clubs) on a global basis.

2. MPower Golf: services the golf clubs and associations market on a global basis.

3. MPower Emerging Markets services the aged care industry and the sports & association industry on a global basis.
4. Corporate: provides corporate governance overheads for all other segments on a global basis.

Management primarily uses a measure of revenue and adjusted earnings before interest, tax, depreciation and amortisation (EBITDA) to
assess the performance on a monthly basis. Information about their key performance indicators is detailed below.
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b) Segment Revenue and Adjusted EBITDA

Half-year 2019 MPower Venue MPower Golf  Emerging Markets Corporate Total

A$'000 A$'000 A$'000 A$'000 A$'000
Revenue from external customers 8,688 5,206 - - 13,894

Timing of revenue recognition

Ata point in time 4,051 1,182 - - 5,233

Over time 4,637 4,024 - - 8,661
Other revenue - - - 20 20
Adjusted EBITDA 3,214 3,609 (218) (9,586) (2,981)

Half-year 2018 MPower Venue MPower Golf = Emerging Markets Corporate Total

A$'000 A$'000 A$'000 A$'000 A$'000
Revenue from external customers 9,954 4,436 - - 14,390

Timing of revenue recognition

Ata point in time 5,689 1,202 - 6,891

Over time 4,265 3,234 - - 7,499
Other revenue - - - 24 24
Adjusted EBITDA 4,923 3,372 - (8,483) (188)

Adjusted EBITDA excludes the effects of significant non-recurring items of income and expenditure which may have an impact on the
quality of earnings such as transaction costs, impacts from fair value movements through the income statement and gains resulting from
acquisition accounting.

c) Segment Adjusted EBITDA reconciliation to loss before tax

Reconcilliation of segment Dec-17 Restated
adjusted EBITDA to profit/(loss)

before income tax

Segment adjusted EBITDA (2,981) (188)
Other gains and expenses (net) (38) (266)
Depreciation ex pense (92) (106)
Amortisation ex pense (2,344) (2,136)
Transaction and restructing costs (76) (151)
Finance costs - 65
(Loss) before income tax (5,531) (2,782)

Sales between segments are carried out at arm’s length and are eliminated on consolidation. The revenue from external parties is
measured in the same way as in the consolidated statement of profit or loss and other comprehensive income.
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4. Business Combinations

Specifics in relation to each of these acquisitions and contingent considerations are discussed in further detail below.

a) Contingent consideration

The table below illustrates the contingent consideration as at 31 December 2018:

Rockit GolfBox Pallister Games Pricap

$'000 $'000 $'000 $'000
Balance 1 July 2018 (12) (1,989) (660) (450) (100) (3,211)
Add:
Current contingent consideration (13) - - - - (13)
Less:
Contingent consideration paid - 1,989 315 450 100 2,854
Balance 31 December 2018 (25) - (345) - - (370)
Rockit Pty Ltd

As part of the deed of variation previously executed with the vendors the contingent consideration has been increased on a monthly basis
in line with performance targets detailed in this deed. The total amount of contingent consideration at 31 December 2018 was $25k being

an increase of $13k from 30 June 2018.

GolfBox A/S, Pricap, Xcite
All contingent consideration and deferred payments to the vendors are now complete.

Pallister Games
As part of the amended earnout agreement, payment for the achievement of FY18 targets was paid in August 2018.
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5. Revenue

The Company derives the following types of revenue:

Recurring revenue

Consolidated

31 Dec 18 Dec-17 Restated

$'000

$'000

Customer contracts annuities 4,765 4,683
Subscription annuities 3,896 2,816
Total - Recurring revenue 8,661 7,499
Non-recurring revenue

Booking fees 17 122
Sy stem installations 1,305 1,793
Softw are fees and roy alties 659 1,729
Hardw are fees 2,621 2,750
Adv ertising 402 420
Other 129 77
Total - Non-recurring revenue 5,233 6,891
Revenue from Operating Activities 13,894 14,390
Other Income

Gain on sale of an asset 26 -
Setlement of professional matters (6) 6
Interest - 18
Total 20 24

Revenue for the period ended 31 December 2017 has been restated to reflect classifications changes made for the year ended
30 June 2018. Interest income previously accounted for as Other Income has now been offset against interest expense within Finance
costs on the consolidated statement of profit or loss and other comprehensive income.

6. Borrowings

In October 2018, the Group entered a new loan facility to refresh working capital used for cash funded acquisitions. The total amount of
the facility was $2 million which amortises over a 36 month period. $1.3 million was drawn at the reporting date.

The loan is a variable rate, Australian-dollar denominated loan which is carried at amortised cost. It therefore did not have any impact on
the entity’s exposure to foreign exchange and cash flow interest rate risk.

Facility fees of $11k were payable to the lender upon signing the new loan agreement. These were accounted for in general and
administrative expenses. As at the reporting date there is no current portion of the loan payable, with the balance classed as non-current
borrowings.

The loan agreement contains no financial covenants, and the facility is secured by a General Security Agreement and Guarantee and
Indemnity over the Australian entities of the Group.

As at 31 December 2018, the contractual maturities of the Group’s non-derivative financial liabilities were as follows:
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Contractual maturities of financial Less than 6 6-12 months Between 1 and 3 Total contractual Carrying amount
liabilities months years cash flows (assets)
As at 31 December 2018 /liabilities
Non-deriv atives

Trade payables 3,613 - - 3,613 3,613
Finance lease liabilities - 29 - 29 26
Other pay ables 2,422 - - 2,422 2,422
Borrowings excluding lease liabilities - - 1,290 1,290 1,290
Total 6,035 29 1,290 7,354 7,351
Contractual maturities of financial Less than 6 6-12 months Between 1 and 3 Total contractual Carrying amount
liabilities months VCEL] cash flows (assets)
As at 30 June 2018 /liabilities
Non-deriv atives

Trade payables 1,751 - - 1,751 1,751
Finance lease liabilities - 36 1 47 37
Other pay ables 2,044 - - 2,044 2,044
Deferred consideration 1,041 - - 1,041 1,041
Total 4,836 36 1 4,883 4,873

The Group’s undrawn borrowing facilities were as follows:

Consolidated
31 Dec 18

$'000
1,040

Variable rate - expiring beyond one year

7. Fair value measurement of financial instruments

a) Recognised fair value measurements

I Fair value hierarchy
This section explains the judgments and estimates made in determining the fair values of the financial instruments that are recognised and
measured at fair value in the financial statements. To provide an indication about the reliability of the inputs used in determining fair value,
the Group has classified its financial instruments into the three levels prescribed under the accounting standards. An explanation of each
level follows underneath the table.

31 Dec 18
Level 1 Level 2 Level 3

$'000 $'000 $'000

Financial liabilities
Contingent consideration - Earnout provision - - (370) (370)
Total financial liabilities - - (370) (370)

30 Jun 18
Level 1 Level 2 Level 3

$'000 $'000 $'000

Financial liabilities
Contingent consideration - Earnout provision - - (3,211) (3,211)
Total financial liabilities - - (3,211) (3,211)

There were no transfers between levels for recurring fair value measurements during the period. The Group’s policy is to recognise
transfers into and transfers out of fair value hierarchy levels as at the end of the reporting period.
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Level 1 - The fair value of financial instruments traded in active markets (such as publicly traded derivatives and trading and available-
for-sale securities) is based on quoted market prices at the end of the reporting period. The quoted market price used for financial assets
held by the Group is the current bid price. These instruments are included in level 1.

Level 2 - The fair value of financial instruments that are not traded in an active market (for example, over the counter derivatives) is
determined using valuation techniques which maximize the use of observable market date and rely as little as possible on entity-specific
estimates. If all significant inputs required to fair value an instrument are observable, the instrument is included in level 2.

Level 3 - If one or more of the significant inputs is not based on observable market data, the instrument is included in level 3. This is the
case for unlisted equity securities.

ii. Valuation techniques used to determine fair values.
Specific valuation techniques used to value financial instruments include:

e The fair value of remaining financial liabilities is determined using discounted cash flow analysis.

All fair value estimates are included in level 3 as they are contingent consideration payable where the fair values have been determined
based on present values and the discount rates used were adjusted for counterparty or own credit risk.

i Valuation processes.
The finance department of the Group includes a team that performs the valuations of non-property items required for financial reporting
purposes, including level 3 fair values. This team reports directly to the (Acting) Chief Financial Officer (CFO) and the Company’s Audit
and Risk Committee (ARC). Discussions of valuation processes and results are held between the CFO and the ARC at least once every
six months, in line with the Groups half-yearly reporting period.

The main level 3 inputs used by the Group are derived and evaluated as follows:

o Contingent consideration — expected cash inflows are estimated based on the terms of the sale contract and the entity’s
knowledge of the business and how the current economic environment is likely to impact it.

Changes in level 2 and 3 fair values are analysed at the end of each reporting period during the half yearly valuation discussion between
the CFO and the ARC. As part of this discussion the team presents a report that explains the reason for the fair value movements.
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8. Non-financial assets and liabilities
This note provides information about the Group’s non-financial assets and liabilities, including:

o  Specific information about each type of non-financial asset and non-financial liability
= Intangible assets (see Note 8(a))
= Provisions (Note 8(b))

a) Intangible assets

Consolidated

31 Dec 18
$'000
Goodwill
At cost 22,020 21,789
Accumulated impairment - .
22,020 21,789
Computer Software, other
At cost 9,964 9,909
Accumulated amortisation (5,840) (5,143)
4,124 4,766
Formation expenses
At cost 2 2
Contracts and Customer Relationships
At cost 24,376 24,132
Accumulated amortisation (9,117) (7,362)
15,259 16,770
Total intangible assets 41,405 43,327

The Group has seen an increase in the value of the intangible assets booked for Verteda and Golfbox due to movement in foreign
exchange rates. The corresponding growth has been accounted for in the foreign currency translation reserve.

b) Provisions

Consolidated

31-Dec-18 30-Jun-18
$'000 $'000
Current

Long service leave 302 267
Annual leave 926 801
Earnout provision 103 3,031
1,331 4,099

Non-Current
Long service leave 138 125
Earnout provision 267 180
405 305
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9. Income tax

Income tax expense is recognised based on management’s estimate of the weighted average effective annual income tax rate expected
for the full financial year. The estimated average annual tax rate used for the period 31 December 2018 is 34% compared to 13% for the
six months ended 31 December 2017. The change in the effective tax rate is a result of a change in the mix of the taxable income between
the various geographies at their applicable tax rates. Furthermore, the realisation of the assets held for sale in addition to government
incentives provided for research and development in both Australia and the UK has meant that the rate has moved significantly to the
comparative period. The actual rate realised for the full year ending 30 June 2019 may differ from the estimate of the effective tax rate
pending timing of revenue recognition and other external factors.
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Directors Declaration

In accordance with a resolution of the Directors of MSL Solutions Limited, in the Directors’ opinion:

a) The consolidated interim financial statements and notes set out on pages 7 to 25, are in accordance with the Corporations Act
2001, including:
i. Giving a true and fair view of Group’s financial position as at 31 December 2018 and of its performance, for the
period ended on that date;
i Complying with Accounting Standard AASB 134 Interim Financial Reporting, the Corporations Regulations 2001; and
b) There are reasonable grounds to believe that MSL Solutions Limited will be able to pay its debts as and when they become
due and payable.

The declaration is made in accordance with a resolution of the directors:

gP/L:_

John Down Craig Kinross
Chairman Managing Director and Chief Executive Officer

Dated at Brisbane this 28t February 2019.
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Independent auditor’s review report to the members of
MSL Solutions Limited

Report on the Half-Year Financial Report

We have reviewed the accompanying half-year financial report of MSL Solutions Limited (the Group), which
comprises the interim consolidated balance sheet as at 31 December 2018, the interim consolidated statement of
changes in equity, interim consolidated statement of cash flows and interim consolidated statement of profit or
loss and other comprehensive income for the half-year ended on that date, selected other explanatory notes and
the directors' declaration for the MSL Solutions Limited Group. The Group comprises the Company and the
entities it controlled during that half-year.

Directors' responsibility for the half-year financial report

The directors of the Group are responsible for the preparation of the half-year financial report that gives a true
and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001 and for such
internal control as the directors determine is necessary to enable the preparation of the half-year financial
report that is free from material misstatement whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express a conclusion on the half-year financial report based on our review. We conducted
our review in accordance with Australian Auditing Standard on Review Engagements ASRE 2410 Review of a
Financial Report Performed by the Independent Auditor of the Entity, in order to state whether, on the basis of
the procedures described, we have become aware of any matter that makes us believe that the half-year financial
report is not in accordance with the Corporations Act 2001 including giving a true and fair view of the Group’s
financial position as at 31 December 2018 and its performance for the half-year ended on that date; and
complying with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Regulations
2001. As the auditor of MSL Solutions Limited, ASRE 2410 requires that we comply with the ethical
requirements relevant to the audit of the annual financial report.

A review of a half-year financial report consists of making enquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with Australian Auditing Standards and consequently does
not enable us to obtain assurance that we would become aware of all significant matters that might be identified
in an audit. Accordingly, we do not express an audit opinion.

Independence
In conducting our review, we have complied with the independence requirements of the Corporations Act 2001.

PricewaterhouseCoopers, ABN 52 780 433 757
480 Queen Street, BRISBANE QLD 4000, GPO Box 150, BRISBANE QLD 4001
T: +617 32575000, F: +61 7 3257 5999, www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.
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Conclusion

Based on our review, which is not an audit, we have not become aware of any matter that makes us believe that
the half-year financial report of MSL Solutions Limited is not in accordance with the Corporations Act 2001
including:

1. giving a true and fair view of the Group’s financial position as at 31 December 2018 and of its performance
for the half-year ended on that date;

2. complying with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations
Regulations 2001.

Emphasis of matter

We draw attention to Note 1(b) in the financial report, which indicates that the Group has a working capital
deficiency of $2.6 million as at 31 December 2018, as well as recording a loss after tax of $3.6 million and
operating cash flows of $2.6 million for the period ended on that date. As a result, the Group is dependent upon
achieving its cash flow forecasts for the next 12 months and beyond, and successfully realising at least $2.5
million in cash proceeds from the sale of the remaining Zuuse shares. These conditions, along with other
matters as set forth in Note 1(b) indicate that a material uncertainty exists that may cast significant doubt on the
Group’s ability to continue as a going concern. Our opinion is not modified in respect of this matter.

PricewaterhouseCoopers

/% :-.5;‘:.._&_./ ; C;"CLL--’“-L
/\

Michael Crowe Brisbane
Partner 28 February 2019
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