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Netwealth Group Limited
Directors’ Report

Directors’ Report

Your dlrectors present their report on Netwealth Group Limited (the “company” or "Netwealth") and its controlled
entitles for the financlal year ended 30 June 2017. The consolidated entlty Is referred to as “the Group”,

Directors
The names of the directors In office at any time during, or since the end of the year are:

Jane Tongs (Chairman)
Michael Helne

Matthew Heine

Davyd Lawls

Timothy Antonie

Directers have been In offlce since the start of the flnanclal year to the date of this report.

Revlew of Operations
The consolidated after-tax profit of the Group for the financlal year amounted to $13.554 million, which is a 48%
Increase as compared with that of the previous year (2016: $9.148 mllllon),

A revlew of the oparatlons of the Group during the financlal year and the results of those operatlons found that
funds under administration continue to achieve slignificant growth as a result of positive netflows leading to a
significant increase In revenue, However, Australlan Planning Services Pty Ltd ("APS") Incurred further legal claims
for which a provision of $1 milllon (2016: $7.2 milllon) has been provided at year end.

Slgnificant Changes In the State of Affalrs
There have bean no other significant changes In the consolldated group state of affalrs.

Princtpal Actlvities

The principal actlvities of the company and its controlled entities are to provide financial intermediarles and clients
with financial services Including managed funds, an investor directed portfollo service, a superannuation master
fund and separately managed accounts,

Events Subsequant to the End of the Reporting Parlod
No matters or clrcumstances have arlsen since the end of the financlal year which significantly affected or may
slgnlflcantly affect the operations of the Group, the resuits of those operations, or the state of affalrs of the Group.

Netweaslth is currently Investigating the possibillty of a listing of the Group on the Australian Stock Exchange prior
to 31 December 2017,

Likely Developments and Expected Results of Operations

Likely developments in the operations of the consolidated group and the expected results of those operations In
future financlal years have not been Included in this report as the Incluslon of such information Is likely to result In
unreasonable prejudice to the consolidated group.

Environmental Regulation
The Group's operations are not regulated by any signlficant environmental regulation under a law of the
Commonwealth or of a state or territory,
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Dividends

Dividends pald or declared since the start of the financial year are as follows:

- A fully franked dividend of $4.555 million (2016: $3.761 mllion ) was declared and pald during the year,
- No dividends were declared or recommended but not paid during the flnancial year.

Optlons and Shares .

No options were exerclsed durlng the current or previous financial year, A further 40,000 options remain
exarcisable, each of which entltles the holder, on payment of $1.00, to one share In the company. These
optlons expire within 1 year of the holder ceasing to be employed by the Group, Optlon-holders do not have
any rights to participate In any Issues of shares or other interests in the company or any other entity. No options
were granted during or since the end of the financial year.

During the year 887,500 'Platinum' shares In the company were Issued at $3.30 per share and £0,000 at $4.30
per share as compensation to nominated personnal of the Group. Previously nominated personnel departing
from the Group resulted In forfelture of 15,000 Platinum shares at $3.30. In addition 38,462 Ordinary shares
were Issued to an employee on acceptance of an offer of employment.

Indemniflcation of Officers
The company has paid premlums to insure each director and officer under a Directors and Offlcers Insurance
policy. Further disclosure of information relating to this policy Is not permitted under the contract of insurance.

Information on Directors

Jane Anne Tongs is the independent Chalrman of the company and its subslidiary. Prior to 1999, Jane was a
partner at PricewaterhouseCoopers speclalising In the financlal services sector, She has had significant
experlence with Insurance, funds management and superannuation entitles. Jane holds & Bachelor of Business
degree from RMIT and a Master of Business Administration degree from the Unliversity of Melbourne. Jane iIs
currantly a Non-Executive Director of Catholic Church Insurances Ltd, Warakirrl Asset Management Pty Ltd,
Australian Energy Market Operator Limited, Brighton Grammar School and Cromwell Property Group. Jane is
also chairman of NIL Investment Committee and a member of NIL and APS Compllance and Risk Management
Committess, Group Audlt Committee, Group Nomination Committee and Group Remuneration Committee.

Michac! Max Hoine Is the Joint Managing Director of the Group. Michael has extenslve experience in
international trading of bulk raw materials and extensive exposure to Australian and European financlal markets.
Hls experience Includes International trade finance, mortgage lending and property development through the
privately owned Heine Brothers organisation, His involvement in public unit trusts commenced In 1982 when
Heine Investment Management Limited (“Heine”) was established. Helne was sold In October 1999 when it had
almost $3 billion funds under management. Michael then established Netwealth. Michael Is also a member of
the NIL and APS Investment Commlittees and Group Nomination Committee.

Matthew Alexander Max Helne Is the Joint Managing Director of the Group, Matt joined Netwealth in July
2001, He has been Instrumental in the development of the distribution and marketing of the Group since that
time. Malt's role and experlence In the sales, marketing and strategy fleld brings a detalled understanding of
the Industry and cllent base. Matt holds a Diploma of Financlal Services. Matt Is also a member of the APS
Investment Committee.

Davyd Charles Lewis Lewis was a partner of Mallesons Stephen Jaques (now King & Wood Mallesons) for
20 years untll his retirement in 2008. Davyd's roles Included Partner in Charge of the Melbourne Centre,
Managing Partner Practice of M&A, Property and Construction, and IP / Telecommunicatlons, Natlonal Practice
Team Leader of the M&A Group and responsibility for supervising the relationship with 50 of the firm's biggest
clisnts. Davyd was awarded a Bachelor of Economics, a Bachelor of Laws and a Master of Laws (majoring in
securlties markets and takeovers). Davyd Is chairman of the Compliance and Risk Management Committees,
the Due Diligence Committees and the Group Remuneration Committee. Davyd Is also a member of the Group
Audit Committee,
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Timothy Antonle commenced his career at PWC and qualified as a chartered accountant. He subsequently
worked at a number of investment banks, Including UBS Investmant Bank as a Managing Director, where he
advisad and led major Australlan companies In large scale mergers, acquisitions, sales, restructures and equity
transactlons as well as day to day equity market facing matters. Timothy is a non-executlve director of Premier
Investments Limited, Vilage Roadshow Limited and Breville Group Limited. Timothy Is the Chairman of
Netwealth's Group Audit Committes and Is a member of the Group Remuneration Committee, Group Nomination
Committes, the NIL Investment Commlites and the Compliance and Risk Managemeant Commlitteas.

Information on joint Company Secretarles

Bruce MacDougall resigned as Company Secratary and all other positions held within the Group on 30 Aprll
2017. He has over 30 years’ experlence In the financlal services sector, Bruce headed up the Finance functlion
and was part of the Executive team at Colonlal First State Custom Solutions for 10 years prior to Joinlhg Netweaith
as Chief Flnancial Officer [n July 2018, Over that period the CFS FUA grew from around $2 hilllen to over $20
billion. Prior to that Bruce was GM Finance at Summit (AXA's wrap platform) and was a member of the Executive
team there. Bruce has a degree In Business and Is a CPA.

Grant Boyle Jolned Natwealth on 1 May 2017 as Chlef Financlal Officer and Company Secretary. Grant has more
than 25 years' experlence In Financlal Services and the accounting profession. Most recently the Chlef Financial
Officer of EMR Capital, Grant has held a number of CFO/COO roles within financial services, Including BlackRock,
Powaerwrap and Phllllp Capital. Prior to entering the funds/platform space, Grant was a finance manager with ANZ
Group Finance and a manager in the Corporate Recavary and Insolvency dlviston of Ernst & Young. Grant has a
Bachelor of Business and is a Chartered Accountant.

Rachel Axton has 20 years of experlence in financlal services working across a range of wealth management
providers, speclallsing in superannuation and Investment services. Prior to Jolning Netwealth, Rachel was
responsible for heading up the Risk and Compllance function for Colonlal First State Custom Solutions and
contributed to the company’s strateglc diraction as part of the exesutlve team., Rachel Is a well-respectad risk and
compliance professional with strong Industry assoclations Including being a Fallow of ASFA, part of the organising
committee for Womean In Compllance and memberships with Governance Risk and Compliance and Risk
Management Australla. Rachel holds a Graduate Diploma in Superannuation Managsement and Is complsting a
Bachelor of Businass (Economics), Rachel is @ member of the Compliance and Risk Management Committees.
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Directors Meetings
During the financlal year, 28 Group meetings of dirsctors (Including committees of directors) were held.
Attendances by each director during the year were as follows:

Board of Diractors’ Audit Remuneration Nominatlon
Moatings Committac Committee Committee 1
Ellgible Eliglble Eliglble Eliglble
to Attonded to Attandod to Attanded to Attended

Attend Attond Attand Attend
Diractors
Jane Tongs 18 18 7 7 3 3 - -
Michael Helne 18 18 - - - - - -
Matthew Heine 18 14 - - - - - -
Davyd Lewls 18 18 7 7 3 3 - .
Timothy Antonle 18 17 7 7 3 3 - -

{1 Maotinge collod on an as nooded hasls

Procoadings on Behalf of Company

No porson has appliod for leave of court to bring proceedings on behalf of the company or intervane In any
proceedings to which the company Is a party for the purpose of taking responsiblilty on behalf of the company for
all or any part of those proceedings. The company was not a party to any such proceedings during the year.

Auditor's Independence Daclaration

A copy of the auditor's independence declaration as requlred under s 307C of the Corporations Act 2001 Is set
out on page 5. No officer of the company or Group Is or has been a partner / director of any auditor of the Group.
Rounding of Amounts

The company Is an entlty to which ASIC Corporations (Rounding In Financlal/Directors’ Reports) Instrument

2016/191 applles and, accordingly, amounts In the financlal statements have been rounded to the nearest
thousand dollars.

Slgned In accordance with a resolution of the Board of Directors:

Director S e '7/, ......................................................................................

Jane A Tongs
Dated this 31* August 2017
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The Beard

Netwealith Group Limited
Level 8, 52 Colling Strest
Melbourne VIC 3000

31 August 2017

Dear Dlrectors
Netwealth Group Limited

In accordance with section 307C of the Corporations Act 2001, | am pleased to provide the following declaration
of Independsance to the directors of Netwealth Group Limited.

As lead audit partner for the audlt of tha financial statements of Netwealth Group Limlited for the financlal year
anded 30 June 2017, | declare that to the bast of my knowledge and bellef, there have been no contraventions of:

{) the auditor independence requirements of the Corporations Act 2001 In relation to the audlt; and

(il any applicable code of professional conduct in relation to the audit,

Yours sincerely

DELOITTE TOUCHE TOHMATSU
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Consolidated Statement of Profit or l.oss and Other Comprehensive Income
For the year ended 30 June 2017

Note Consolldated Group
2017 2016
$000s $000s
CONTINUING OPERATIONS
INCOME
Revenue 5 60,637 48,328
Other Income 5 614 709
TOTAL INCOME 61,251 49,032
EXPENSES
Employee beneflis expenses ] 24,799 18,011
Other operating expenses 8,862 6,314
Occupancy expenses 1,630 1,278
IT and communlcation expanses 1,848 1,620
Depreclation 541 489
Amortlsation 79 273
TOTAL EXPENSES 37,659 28,883
PROFIT BEFORE INCOME TAX & 23,592 20,149
Income Tax Expense 7 (7,266) (6,838)
PROFIT FOR THE YEAR FROM
CONTINUING OPERATIONS 16,326 14,314
DISCONTINUED OPERATIONS
Loss for the year from disconiinued
operations 9 (2,772} (5,168)
PROFIT FOR THE YEAR 13,554 9,148
TOTAL COMPREHENSIVE INCOME FOR
THE YEAR 13,554 9,148
TOTAL COMPREHENSIVE INCOME
ATTRIBUTABLE TO:
Membars of the Parent Enilty 13,554 9,148
EARNINGS PER SHARE 10
From continuing and discontinued operatlons
Baslc (cents per share) 43.38 20.43
Dliuted {cents per share) 4313 29.13
From continuing operations
Basl¢ (cents per shara) 52.26 46.04
Diluted (cents per shara} 51.06 45.50

The accompanying notes form part of these financial statements.
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Consolidated Statement of Financial Position

As at 30 June 2017
Note Consolidated Group
2017 2016

$000s $000s
ASSETS
CURRENT ASSETS
Cash and cash equlvalents 12 34,340 27,652
Trade and other racelvables 13 5,308 7,001
Other current assets 14 1,242 1,418
Flnancial assets 16 912 1,841
Assets classlfled as held for sale g 14,767 -
TOTAL CURRENT ASSETS 56,640 37,907
NON CURRENT ASSETS
Property and equipment 18 2,613 2,200
Intanglble assets 17 107 15,365
Doferred tax assets 7 4,168 4,608
TOTAL NON CURRENT ASSETS 6,088 22,253
TOTAL ASSETS 63,537 80,160
CURRENT LIABILITIES
Trade and other payables 18 5,225 3,371
Provislons 19 3,494 2,039
Current tax llabllities 710 1,613
Llabilities directly assoclated with assets
classifled as held for sale 9 2,242 -
TOTAL CURRENT LIABILITIES 11,671 14,823
NON CURRENT LIABILITIES
Provisions 19 429 761
Defarrad {ax llability 7 42 1,340
TOTAL NON CURRENT LIABILITIES 471 2,101
TOTAL LIABILITIES 12,142 17,024
NET ASSETS 51,305 43,138
EQUITY
lssued capltal 20 20,206 21,086
Reserves 21 712 671
Retalined earnings 30,478 21,479
TOTAL EQUITY 51,305 43,138

The accompanying notes form part of these financlal statements,
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Consolidated Statement of Changes in Equity
For the year ended 30 June 2017

Rotalnaed

Consolidated Group Issuad capital Rosarvos Earnings Total
$000s $000s $000s $000s

Balance at 1 July 2015 20,881 526 16,003 37,500

Shares Issued during the year 3290 - . 329

Shares buy-back and cancelled

during the year (124) - ) (124)

Total comprehensive Incoma for

the year - - 9,148 8,148

Amounts recognised on lssue of

employee shares - 45 - 45

Dlvidend paid or provided for - - (3,761) {(3,761)

Balance at 30 June 2016 21,088 571 21,479 43,138

Balancao at 1 July 2016 21,086 571 21,479 43,136

Shares Issued during the year {881) - - (881)

Total comprehensive Income for

the yoar - - 13,664 13,554

Amounts recognised on Issue of

employee shares - 141 - 141

Dividend pald or provided for - - (4,665) {4,555)

Balanca at 30 Junae 2017 20,205 712 30,478 51,395

The accompanying notes form part of these financlal statements.
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Consolidated Statement of Cash Flows
For the year ended 30 June 2017

Note Consolidated Group
2017 2016
$000s $000s
CASH FLLOWS FROM OPERATING
ACTIVITIES
Recelpts from customers 77,005 62,834
Payments {o suppllers and employees (56,834) (46,464)
Dlvidends recelved 33 32
Interest recelved 434 463
Income Tax Pald {8,011) (7,161)
Interest Pald - -
NET CASH GENERATED BY OPERATING
ACTIVITIES 26 12,827 9,704
CASH FLOWS FROM INVESTING
ACTIVITIES
Purchase of property and eguipment (1,128) {1,318)
Proceeds from sale of Investments 116 174
Purchage of Investments . (62)
Purchase of intanglbles - (635)
Proceeds from loan repayments - 108
NET CASH USED IN INVESTING ACTIVITIES {1,011) {1,853)
CASH FLLOWS FROM FINANCING
ACTIVITIES
Proceeds from issue of sharas . 10
Loans lo employeaes . (144)
Dividends paid (4,479) (3,485)
Procoods from borrowings - 51
NET CASH USED IN FINANCING ACTIVITIES (4,479) (3,568)
NET INCREASE IN CASH HELD 7,337 4,483
CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR 27,852 23,169
CASH AND CASH EQUIVALENTS AT END
OF YEAR 12 34,989 27,652

The accompanylng notes form part of these financial statements,
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1. General information

The Financial Report of Netwealth Group Limlited covers the company as an individual entity (disclosed in note
30) and Its controlled entities (together referrad to as the Group) for the year ended 30 June 2017 was authorised
for Issue In accordance with a resolution of the Directors on 31 August 2017 and covers the company as an
Individual entity as well as the consolldated entity consisting of the company and its subslidiarles as required by
the Corporatlons Act 2001. The company Is limited by shares and Incorporated and domiciled In Australia.

The addresses of Its registered office and principle place of business are as follows:

Reglstered office of the company:
Netwealth Group Limited

Level 8, 52 Collins Street
MELBOURNE VIC 3000

Principle place of business:
Netwealth Group Limlted
Level 8, 52 Collins Strest
MELBOURNE VIC 3000

The principal activitles of the Group are to provide financial advisors and investors with financlal services
including managed funds, an Investor directed portfolio service, a superannuation master fund, separately
managed accounts, a self managed superannuation administration service, financial planning services, flnanclal
planning dealership services, compllance consulting, and licensee services,

2. Summary of significant accounting policies

2.1 Statement of Compliance

The flnancial report is a general purpose financlal report which has been prepared In accordance with the
Corporations Act 2001, Accounting Standards and Interpretations, and complles with other requirements of the
law,

The flnanclal report comprises the consolidated financlal statements of the Consolidated Entlty. For the
purposes of praparing the consolldated financlal statements, the Company Is a for-profit entlty.

The flnancial report complles with Australlan Accounting Standards and International Financlal Reporting
Standards (IFRS).

2.2 Basls of Preparation

The consolidated financial statements have been prepared on the historical cost basis except for financlal
instruments that are measured at revalued amounts or falr values at the end of each reporting perlod, as
explained In the accounting policles below.

Historical cost |s generally hased on the falr value of the conslderation glven In exchange for goods and services,

Fair value |s the price that would be recelved to sell an asset or pald to transfer a llabllity in an orderly transaction
between market particlpants at the measurement date, regardless of whather that price Is directly observable or
estimated using another valuation technique. Inh estimating the falr value of an asset or a liabllity, the Group
takes into account the characteristics of the asset or liabillty if market particlpants would take those
characterlstics Into account when pricing the asset or llabillty at the measurement date. Falr value for
measurement and/or disclosure purposes In these consoiidated financlal statements is determined on such a
basls, except for share-based payment transactions that are within the scope of AASB 2, leasing transactlons
that are within the scope of AASB 17, and measurements that have some simllarities to falr value but are not
falr value, such as net reallsable value In AASB 102 or value In use In AASB 1386,

1
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2. Summary of significant accounting policies (continued)

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value measurements are abservable and the significance of the
Inputs to the fair value measurement In Its entirety, which are described as follows:
» Level 1 Inputs are quoted prices (unadjusted) In active markets for identical assets or liabilities that the
entlty can access at the measurement date;
+ Lovel 2 Inputs are inputs, other than quoted prices Included within Level 1, that are observable for the
asset or llabllity, either directly or indirectly; and
» Level 3 inputs are unobservable Inputs for the asset or llabillty.

Rounding of amounts

The Company Is of a kind referred to In ASIC Leglslative Instrument, ASIC Corporations (Rounding In Financialf
Directors’ Reports) Instrument 2016/191, Issued by the Australian Securlties and Investments Commission
dated 24 March 2016 and, In accordance with that Legislative Instrument, the amounts shown in this report and
in the financlal statements have baen rounded off, except where otherwise stated, to the nearest one thousand
dollars.

2.3 Accounting Policles
(a) Principles of Consolidation

The consolldated financlal statements Incorporate the financlal statements of the Company and entitles
(Including structured entitles) controlled by the Company and Its subsidlaries. Control Is achieved when the
Company:

e has power over the investee,

» is exposed, or has rights, to varlable returns from Its involvement with the investee; and

e has the ability to use Its power to affect Its returns.

The Company reassesses whether or not It controls an investee if facts and circumstances Indicate that there
are changes to one or more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases when
the Company loses control of the subsidiary. Specifically, Income and expenses of a subsidiary acquired or
disposed of duriny (he year are Included in the consolidated statement of profit or loss and othor comprohensivo
incomo from the date the Company gains control until the date when the Company ceasas to control the
subsidlary.

Proflt or loss and each component of other comprehensive income are attributed to the owners of lhe Company
and to the non-controlling interests. Total comprehensive Income of subsldiaries Is attributed to the owners of
the Company and to the nen-controlling interests even If this results in the noncontrolling interests having a
deficlt balance.

When necessary, adjustments are made to the financlal statements of subsldlaries to bring thelr accounting
policles Into line with the Group's accounting pollcles.

All Intragroup assets and liabllities, equity, Income, expenses and cash flows relating to transactions between
members of the Group are eliminated in full on consolldation.

Changes In the Group's ownership Interests in existing subsidiaries

Changes In the Group's ownership interests In subsidiarles that do not result in the Group losing control over
the subsidiaries are accounted for as equity transactions. The carrying amounts of the Group's Interests and the
non-controlling Interests are adjusted to reflect the changes In their relative interests In the subsidiarles. Any
difference between the amount by which the non-controlling interests are adjusted and the falr value of the
conslderation paid or received Is recognised directly In equity and attributed to owners of the Company.

When the Group loses control of a subslidiary, a gain or loss Is recognised in profit or loss and Is caloulated as
the difference betwean () the aggregate of the fair value of the consideration recelved and the fair value of any
retalned interest and (i) the previous carrying amount of the assets (Including goodwlll), and llabllities of the
subsidlary and any non-controlling Interests. All amounts previously recognised in other comprehensive income
In relation to that subsidiary are accounted for as If the Group had directly disposed of the related assets or

12
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llabilities of the subsidlary (l.e. reclassified to proflt or loss or transferred to another category of equity as
spacifled/permitted by applicable IFRSs). The falr value of any investment retalned in the former subsldlary at
the date when control Is lost Is regarded as the falr value on Inltial recognition for subsequent accounting under
AASE 139, when applicable, the cost on Inltial recognition of an investment In an associate or a joint venture,

(b) Business Comblnations

Acqulsltions of businesses are accounted for using the acquisition method. The conslderation transferred In a
business combination s measured at fair value, which Is calculated as the sum of the acquisition-date falr values
of the assets transferred by the Group, liabllities incurred by the Group to the former owners of the acquiree and
the equity interests Issued by the Group In exchange for control of the acquiree. Acquisition-relatad costs are
ganerally recognised In profit or loss as Incurred,

At the acqulsition date, the Identlflable assets acquired and the llabllitles assumed are recognised at thelr fair

value, excaept that:

» doferred tax assets or llabillties, and assets or liabllltles related to employee benefit arrangements are
recognised and measured in accordance with AASB 112 Income Taxes and AASB 119 respectively;

¢ liabilities or equity Instruments related to share-based payment arrangements of the acquiree or share-
based payment arrangements of the Group entered into to replace share-based payment arrangements of
the acquiree are measurad in accordance with AASB 2 at the acquisition date; and

o assets {or disposal groups) that are classified as held for sale In accordance with AASB 5 Noncurrent
Assets Held for Sale and Discontinued Operations are measured in accordance with that Standard.

Goodwlll is measured as the excess of the sum of the conslderation transferred, the amount of any non-
controlling Interests In the acquiree, and the falr value of the acqulrer's previously held equity Interest in the
acquiree (if any) over the net of the acquisltion-date amounts of the identiflable assets acquired and the liabllities
assumed., If, after reassessment, the net of the acquisition-date amounts of the identiflable assets acquired and
liabllities assumed exceeds the sum of the consideration transferred, the amount of any non-controlling Interests
in the acquiree and the falr value of the acqulrer's previously held Interest In the acquirae (If any), the excess is
recognised immedIately In profit or loss as a bargaln purchase galn.

{c) Goodwlll
Goodwill arising on an acquisition of a business Is carrled at cost as established at the date of acquisition of the
buslness less accumulated Impalrment losses, If any.

For the purposes of Impalrment testing, goodwlll Is allocated to each of the Group's cash-generating units {or
groups of cash-generating units) that Is expected to benefit from the synergles of the comblnatlon.

A cash-generating unit to which goodwlli has been allocated Is tested for Impalrment annually, or more frequently
when there Is an Indication that the unit may be Impaired. if the recoverable amount of the cash-generating unit
Is less than its carrylng amount, the Impairment loss is allocated first to reduce the carrying amount of any
goodwill allocated to the unit and then to the other assets of the unit pro rata based on the carrying amount of
each asset n the unit. Any Impairment loss for goodwill Is recognised directly In profit or loss. An Impalrment
loss recognised for goodwlll Is not reversad In subsequent perlods.

On disposal of the relevant cash-generating unit, the attrlbutable amount of goodwlll Is included in the
determinatlon of the profit or loss on disposal.

(d) Assets held for sale

Non-current assets and disposal groups are classified as held for sale If thelr carrying amount wil! be recovered
princlpally through a sale transactlon rather than through continulng use. This condltion Is regarded as met only
when the asset (or disposal group) Is available for ImmedIate sale In its present condition subject only to terms
that are usual and customary for sales of such asset (or disposal group) and Its sale is highly probable.
Management must be committed to the sale, which should be expected to qualify for recognition as a completed
sale within one year from the date of classification.

When the Group is committed to a sale plan Involving loss of control of a subsldlary, all of the assets and
liabllities of that subsidlary are classified as held for sale when the criteria described above are met, regardless
of whether the Group willl retaln a non-controlling Interest In its former subsidiary after the sale.

Non-current assets (and disposal groups) classifled as held for sale are measured at the lower of thelr carrying
amount and falr value less costs to sall,

13
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2. Summary of significant accounting policies (continued)

{e) Revenus recognition
Revenue Is measured at the falr value of the consideration recelved or receivable. All revenue Is stated net of
the amount of goods and services tax (GST).

Revenue comprlses platform fees received by the Group for the following services rendered; administration,
management and transaction services in Its capacity as the operator of an investor directed portfolio service
called the “Netwealth Wrap Service" and as the Trustee of a Superannuation Fund called the “Netwealth
Superannuation Master Fund., Revenue Is recognised when the underlylng activities have been completed.
Revenue Is deferred when management fees are received upfront but where associated activities are yet to be
performed.

Revenus also comprises fees from the provision of financial planning and advice services, compliance
consulting services and dealership services. Revenue Is recognised when services are rendered.

Interest revenue Is recognised on a proportional basls taking into account the interest rates applicable to the
financlal assets.

Dividend revenue Is recognised when the right to recelve a dividend has been established.

(4] Income Tax
The income tax expense/(Income) for the year comprises current Income tax payable/recelvable and deferred
tax expense/(income),

Current tax

The tax currently payable is based on taxable profit for the year, Taxable profit differs from ‘profit before tax' as
reported In the consolidated statement of profit or loss and other comprehensive Income/ statement of profit or
loss because of items of incomo or oxponge that aro taxablo or doductible in other years and items that are
never taxable or deductlble, The Group's current tax is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting petiod.

Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabillties in
the consolidated financial statements and the corresponding tax bases used in the computation of taxable profit.
Deferred tax liabllities are generally recognised for all taxable temporary ditferences. Deferred tax assets are
generally recognised for all deductible temporary differences to the extent that It Is probable that taxable profits
will be available against which those deductible temporary differences can be utilised. Such deferred tax assels
and llabilltles are not recognised if the temporary difference arlses from the Inltlal recognition (other than in a
business comblination) of assets and llablitles in a transaction that affects nelther the taxable profit nor the
accounting profit, In addltion, deferred tax liabilities are not recognised if the temporary difference arises from
the initlal recognition of goodwilll,

Deferred tax liabilltles are recognised for taxable temporary dlfferences associated with investments In
subsidiaries and assoclates, and Interests In Joint ventures, except where the Group Is able to controi the reversal
of the temporary difference and it Is probable that the temporary difference will not reverse In the foreseeable
future. Deferred tax assets arlsing from deductible temporary differences assoclated with such investments and
interests are only recognised to the extent that It s probable that there will be sufficient taxable proflts against
which to utllise the beneflts of the temporary differences and they are expected to reverse In the foreseeable
future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the
axtent that it Is no longer probable that sufficlent taxable profits will be available to allow all or part of the asset
to be recovered.

Defarred tax liabilities and assets are measured at the tax rates that are expected to apply in the period in which
the liability Is settied or the asset reallsed, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting perlod.

The measurement of deferred tax liabllities and assets reflects the tax consegquences that would follow from the
manner In which the Group expects, at the end of the reporting period, to recover or settle the carrying amount
of its assets and liabilltles.
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Netwealth Group Limlted
Notos to the Consolldated Financlal Statements ~ year andoed 30 Juna 2017

2.  Summary of significant accounting policies (continued)

Current and deferred tax for the year

Current and deferred tax are recognised In proflt or loss, except when they relate to items that are recognised
in other comprehensive income or directly In equlty, In which case, the current and deferred tax are also
rgcognised In other comprehensive income or directly in equity respectively, Where current tax or deferred tax
arises from the Inltlal accounting for a business comblnation, the tax effect is included In the accounting for the
business comblinatien,

{(9) Property and Equlpment
Each class of property and equipment Is carrled at cost less, where applicable, any accumulated depreciation
and Impalrment losses.

Leasehold Improvements

Leasehold Improvements are measured on the cost basls and are therefore carrled at cost less accumulated
depreclation and any accumulated Impalrment losses, In the event the carrying amount of leasehold
improvament Is greater than the estimated recoverable amount, the carrying amount is wrltten down Immediately
to the estimated recoverable amount and Impalrment losses are recognised In the profit and loss account. A
formal assessmant of recoverable amount is made when impairment Indicators are present (refer to Note 2(k)
for detalls of impalrment).

Subsequent costs are Included In the asset's carrying amount or recognised as a separate asset, as approprlate,
only when it Is probable that future economic beneflts assoclated with the item will flow to the Group and the
cost of the item can be measured rellably. All other repairs and malntenance are recognised as an expense In
profit or loss durlng the financlal period In which they are incurred.

Depreclation

The depraclable amount of all fixed assets Is depreciated on a stralght-line basis over the asset’s useful life to
the Group commencing from the time the asset Is held ready for use. Leasshold Improvements are depreciated
over the shorter of elther the unexpired period of the lease or the estimated useful lives of the Improvements.
Depreclation Is recognised in profit or loss,

The depreclation rates used for each class of depreciable assets are:

Class of Fixed Asset Depreclation Rate
Leasehold improvements 10%

Office equipment 20%

Computer equipment 25% to 33%
Laptop computers and software 33.33%

The assets' residual values and useful lives are reviewed, and adjusted If appropriate, at the end of each
reporting perlod.

An asset's carrying amount Is written down Immaediately to Its recoverable amount If the asset's carrying amount
ls greater than its estimated recoverable amount.

An item of property and equipment Is derecognised upon disposal or when no future economic benefits are
oxpected to arlse from the continued use of the asset. Gains and losses on disposals are determined by
comparing proceeds with the carrylng amount. These gains or losses are Included In profit or loss in the period
in which they arise.

{h) Leases

Operating lease payments are recognised as an expanse on a stralght-line basis over the lease term, except
where another systematic basls Is more representative of the time pattern In which economic benefits from the
leased asset are consumed. Contingent rentals arlsing under cperating leases are recognised as an expense
in the period In which they are Incurred,
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Netwealth Group Limited
Notas to the Consolidated Financlal Statamants - yaar ended 30 June 2017

2. Summary of significant accounting policies (continued)

In the event that lease Incentives are received to enter Into operating leases, such incentlves are recognised as
a llability. The aggregate beneflt of Incentlves Is recognised as a reduction of rental @xpense on a stralght-line
basls, except where another systematic basis is more representative of the time pattern in which economic
benefits from the leased asset are consumed.

{1} Financlal Instruments

Inltlal recognition and measurement

Financlal assets and financlal liabllities are recognised when a group entity becomes a party to the contractual
pravisions to the financlal instrument. For financial assets, this Is equivalent to the date that the group commits
tself to sither purchase or sell the asset {i.e. trade date accounting Is adopted).

Financlal assets and financlal liabilities are Initially measured at falr value. Transaction costs that are directly
attributable to the acquisltion or Issue of financtal assets and financial llabllities (other than financlal assets and
flnancial liabilitles at fair value through profit or loss) are added to or daducted from the fair value of the financlal
assets or financlal llabliities, as appropriate, on inltlal recognition. Transaction costs directly attributable to the
acquisition of financial assets or financlal llabllities at fair value through profit or loss are recognised Immaediately
In profit or loss.

Financlal assets

Financlal assets are classifled Into the following specified categories: financlal assets 'at falr value through profit
or loss' (FVTPL), ‘held-to-maturity' Investments, ‘avallable-for-sale' (AFS) financlal assets and 'loans and
recalvables'. The classlification depends on the nature and purpose of the financlal assets and is determined at
the time of inltlal recognition. All regular way purchases or sales of financial assets are recognised and
derecognised on a trade dale basis, Reyular way purchases or sales are purchases or sales of financlal assete
that require dellvery of assets within the time frame established by regulation or convention In the marketplace.

Effactive interest mathod

The effective Interest method is a method of calculating the amortised cost of a debt instrument and of allocating
Interast Income over the relevant period. The effective Interest rate Is the rate that exactly discounts estimated
future cash recelpts (including all fees and points paid or recelved that form an Integral part of the effective
interest rate, transaction costs and other premiums or discounts) through the expected life of the debt instrument,
or, where appropriate, a shorter perlod, to the net carrylng amount on Initial recognition.

Income Is recognised on an effective interest basls for debt instruments other than those flnanclal assets
classified as at FVTPL.

Financial assets at FVTPL

Financial assets are classlfled as at FVTPL when the financlal asset Is (1) contingent consideration that may be
pald by an acquirer as part of a business comblnation to which IFRS 3 applies, (I} held for trading, or (iil) It Is
deslgnated as at FVTPL.

A financial asset Is classified as held for trading If;

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

. on Initlal recognition it is part of a portfollo of identifled financlal instruments that the Group manages
together and has a recent actual pattern of short-term profit-taking; or

. it Is a derlvative that is not deslgnated and effective as a hedging Instrument.

A financlal asset other than a financlal asset held for trading or contingent conslideration that may be pald by an

acquirer as part of a business combination may be designated as at FVTPL upon inltlal recognition if:

. such deslgnation eliminates or significantly reduces a measurement or recognition inconsistency that
would otherwise arise; or

. the financlal asset forms part of a group of financial assets or financial llabilities or both, which is managed
and Its performance Is evaluated on a falr value basls, In accordance with the Group's documented risk
management or investment strategy, and information about the grouping is provided Internally on that
hasis; or

. It forms part of & contract containing one or more embedded derivatives, and AASB 139 permits the entire
comblned contract to be designated as at FVTPL.
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Notes to the Consolidatod Flnanclal Statemaents - year ended 30 June 2017

2. Summary of significant accounting policies (continued)

Flnanclal assets at FVTPL are stated at falr value, with any gains or losses arising on remeasurement recognised
In proflt or loss. The net gain or loss recognised In profit or loss Incorporates any dividend or interest earned on
the flnanclal asset and is included in the ‘other gains and losses' fine item. Fair value Is determined in the manner
described In note 23,

Held-to-maturity investments

Held-to-maturity Investments are non-derivative flnanclal assets with fixed or determinable payments and fixed
maturlly dates that the Group has the positive intent and abllity to hold to maturity. Subsequent to Initial
racognition, held-to-maturity investments are measured at amortised cost using the effective interest method
less any impalrment.

Loans and receivables

Loans and receivables are non-derivatlve financlai assets with fixed or determinable payments that are not
guoted In an actlve market. Loans and receivables (including trade and other recelvables, bank balances and
cash are measured at amortised cost using the effective Interest method, less any impalrment.

Interest iIncome is recognised by applying the effective interest rate, except for short-term recelvables when the
effect of discounting Is immaterlal,

Other changes In the carrying amount of avallable-for-sale financial assets are recognised In other
comprehensive Income and accumulated under the heading of investments revaluation reserve. When the
investment Is disposed of or Is determined to be Impalred, the cumulative gain or loss previously accumulated
In the investments revaluation reserve s raclassifled to profit or loss,

Dividends on FVTPL equity Instruments are recognised In profit or loss when the Group's right to recelve the
dividends Is established.

Impalrment of financiel assels

Flnanclal assets, other than those at FVTPL, are assessed for Indicators of Impalrmaent at the end of each
reporting period. Financlal assets are consldered to be Impaired when there is objective evidence that, as a
result of one or more events that occurred after the initlal recognition of the financlal asset, the estimated future
cash flows of the Investment have been affected,

Objective evidence of impairment could include:

] significant financlal difficulty of the Issuer or counterparty; or

. breach of contract, such as a default or delinquency In interest or principal payments; or

. It becoming probable that the borrower wlll enter bankruptey or flnancial re-organlisation; or

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

For certaln categories of financlal assets, such as trade recelvables, assets are assessed for Impairment on a
collective basls even If they were assessed not to be Impalred Individually. Objective evidence of impairment for
a portfollo of receivables could Include the Group's past experlence of collecting payments, an increase In the
number of delayad payments In the portfolio past the average credit perlod of 60 days, as well as observable
changes In national or local economic conditions that correlate with default on receivables.

For financlal assets carrled at amortlsed cost, the amount of the impairment loss recognised Is the dlfference
between the asset's carrying amount and the present value of estimated future cash flows, discounted at the
flnanclal asset's orlginal effective Interest rate,

For flnanclal assets that are carrled at cost, the amount of the Impalrment loss Is measured as the difference
between the asset's carrying amount and the present value of the estimated future cash flows discounted at the
current market rate of return for a similar financlal asset. Such Impailrment loss wllt not be reversed In subsequent
periods.
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2. Summary of significant accounting policies (continued)

The carrying amount of the financlal asset Is reduced by the impalrment loss directly for all financial assets with
the exception of trade recelvables, where the carrylng amount Is reduced through the use of an allowance
account. When a trade receivable Is considered uncollectible, it is written off agalnst the allowance account.
Subsequent recoveries of amounts previously written off are credited against the allowance account. Changes
In the carrying amount of the allowance account are recognlised In profit or loss.

For financlal assets measured at amortised cost, If, In a subsequent perlod, the amount of the Impairment loss
decreases and the decrease can be related objectively to an event occurring after the Impairment was
recognised, the previously recognised impairment loss is reversed through profit or loss to the extent that the
carrying amount of the Investment at the date the impalrment Is reversed does not exceed what the amortised
cost would have been had the Impairment not been recognised.

Deracognition of financlal assets

The Group derecognises a financlal asset when the contractual rights to the cash flows from the asset expire,
or when It transfers the financlal asset and substantlaily all the risks and rewards of ownership of the asset to
another party. If the Group nelther transfers nor retains substantiaily all the risks and rewards of ownership and
continues to control the transferred asset, the Group recognises its retained interest in the asset and an
assoclated liabillty for amounts it may have to pay. If the Group retains substantially all the risks and rewards of
ownershlp of a transferred flnancial asset, the Group continues to recognise the financlal asset and also
recognises a collateralised borrowing for the proceeds recelved.

On derecognition of a financial asset in Its entirety, the difference between the asset's carrying amount and the
sum of the conslderation recelved and recelvable and the cumulative gain or loss that had been recognised In
other comprehensive Income and accumulated in equity Is recognised in profit or loss.

On derecognition of a financlal asset other than In its entirety (e.g. when the Group retains an optlon to
tepurchase parl of & (ransferred asset), the Group ellocates tho provious carrying amount of the financlal asset
between the part It continues to recognise under continuing involvement, and the part 1t no longer recognises
on the basls of the relative falr values of those parts on the date of the transfer. The difference between the
carrying amount allocated to the part that is no longer recognised and the sum of the conslderation recelved for
the part no longer recognised and any cumulative gain or loss allocated to it that had been recognised In other
comprehensive Income Is recognised in profit or loss, A cumulative gain or loss that had been recognised In
other comprehenslive Income Is allocated hetwaen the part that continues to be recognised and the part that Is
no longer recognised on the basis of the relative fair values of those parts,

Financlal labllitles and equity Instrumants

Classification as debt or equity

Debt and equity instruments issued by a group entity are classlified as elther financial liabllitles or as equity In
accordance with the substance of the contractual arrangements and the definitions of a financlal liabllity and an
equity Instrument.

Equily instruments :

An equity instrument Is any contract that evidences a residual interest In the assets of an entity after deducting
all of Its llabilities. Equity Instruments issued by a group entity are recognised at the proceeds received, net of
direct issue costs.

Repurchase of the Company's own equity Instruments Is recognised and deducted directly In equity, No galn or
loss Is recognised In proflt or loss on the purchase, sale, Issue or cancellation of the Company's own equity
Instruments,
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2. Summary of significant accounting policies (continued)

Financial llabllitles
Financlal liabilities are classifiad as either financlal liabllitles ‘at FVTPL' or ‘other financial llabllitles'.

Financial liabilities at FVTPL

Financlal liabllittes are classifled as at FVTPL when the financial liabllity is (i) contingent consideration that may
be pald by an acqulrer as part of a business combination to which AASB 3 applies, (Il) held for trading, or (iil) it
is designated as at FVTPL.

A financlal llabllity Is classified as held for trading If:

. it has been incurred principally for the purpose of repurchasing it in the near term; or

. on Inltlal recognition it Is part of a portfolio of identifled financlal Instruments that the Group manages
together and has a recent actual pattern of short-term profit-taking; or

. It Is a derivative that Is not designated and effective as a hedging instrument.

A financlal liabllity other than a financlal llability held for trading or contingent conslderation that may be pald by

an acqulrer as part of a business comblination may be deslgnated as at FVTPL upon Initial recognition If:

. such designation eliminates or signiflcantly reduces a measurement or recognition inconsistency that
would otherwise arise; or

. the financial liability forms part of a group of flnanctal assets or financial llabllities or both, which Is
managed and Its performance Is evaluated on a falr value basis, In accordance with the Group's
documented risk management or Investment strategy, and information about the grouping is provided
Internally on that basis; or

. It forms part of a contract contalning one or more embedded derivatives, and AASB 139 permits the entire
combined contract to be designated as at FVTPL.

Financial liabllitles at FVTPL are stated at fair value, with any gains or losses arising on remeasurement
recognised In profit or loss. The net gain or loss recognised In profit or loss incorporates any Interest pald on the
financial liability and is Included In the ‘other gains and losses' iine Item. Falr value Is determined In the manner
described in note 23.

Other financlal llabilities
Other financial llabllities (Including borrowings and trade and other payables) are subsequently measured at
amortised cost using the effectlve Interest method.

Financlal guarantee conlracts
A flnanclal guarantee contract is a contract that requires the Issuer to make specified payments to reimburse
the holder for a loss it Incurs because a specified debtor falls to make payments when due in accordance with
the terms of a debt instrument.

Financial guarantee contracts Issued by a group entity are Initlally measured at thelr falr values and, If not
deslgnated as at FVTPL, are subsequently measured at the higher of:

. the amount of the obligation under the contract, as determined In accordance with AASB 137; and

the amount Inltially recognised less, where appropriate, cumulative amortisation recognised In accordance with
the revenue recognition policles.

Dearacognition of flnanclal llabliitias

The Group derecognises financial liabllities when, and only when, the Group's obllgations are discharged,
cancelled or have explred. The difference between the carrylng amount of the financial llabllity derecognised
and the conslderation paid and payable Is recognised In profit or loss.

) Intangible assets

Intanglble assets acquired separately

Intanglble assets with finlte useful lives that are acquired separately are carried at cost less accumulated
amortisation and accumulated Impairment losses. Amortisation Is recognised on a straight-line basls over thelr
estimated useful llves between 10 and 15 years. The estimated useful life and amortisation method are reviewed
at the end of each reporting perlod, with the effect of any changes In estimate being accounted for on a
prospective basls. Intanglble assets with Indeflnite useful llves that are acquired separately are carrled at cost
less accumulated impalrment losses.

19




Netwealth Group Limlted
Notes to the Consclidatad Financial Statamants - yaar ended 30 June 2017
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Intanglble assets acquired in a business comblnation
intanglble assets acquired In a business combination and recognised separately from goodwill are inltially
recognised at thelr falr value at the acqulsition date (which Is regarded as their cost).

Subsequent to Inltlal recognition, Intangible assets acquired in a business comblination are reported at cost less
accumulated amortisation and accumulated impalrment losses, on the same basis as intangible assets that are
acquired separately.

Deracognition of Intangible assats

An Intanglble asset Is derecognised on disposal, or when no future economic beneflts are expected from use or
disposal. Galns or losses arising from derecognition of an Intangible asset, measured as the dlfference hetween
the net disposal proceeds and the carrying amount of the asset, are recognised In profit or loss when the asset
Is derecognised,

(k) Impairment of tanglble and intangible assets other than goodwilil

At the end of each reporting perlod, the Group reviews the carrying amounts of its tangible and intangible assets
to determine whether there Is any Indication that those assets have suffered an impalrment loss. If any such
indicatlon exists, the recoverable amount of the asset Is estimated In order to determine the extent of the
impalrment loss (If any). When it Is not possible to estimate the recoverable amount of an Individual asset, the
Group estimates the recoverable amount of the cash-generating unit to which the asset belongs. When a
reasonable and conslistent basls of allocation can be Identlfled, corporate assets are also allocated to Individual
cash-generating units, or otherwise they are allocated to the smallest group of cash-generating units for which
a reasonable and conslstent allocatlon basls ¢an be idenlilfed,

Intanglble assets with indefinite useful lives and Intanglble assets not yet avallable for use are tested for
impalrment at least annually, and whenever thera I an Indicatlon that tho ascot may be impalred.

Recoverable amount is the higher of fair value less costs of disposal and value In use. In assessing value in
use, the estimated future cash flows are discounted to thelr present value using a pre-tax discount rate that
reflocts current market assessments of the time value of money and the risks specific to the asset for which the
astimates of fulure cash flows have not been adjusted.

I the recoverahble amount of an asset (or cash~generating unit) is estimated to be less than Its carrylng amount,
the carrying amount of the asset (or cash-generating unit) Is reduced to Its recoverable amount, An Impairment
loss I recognised Immediately In profit or loss, unless the relevant asset is carrled at a revalued amount, in
which case the Impalrment loss Is treatod as a revaluation decrease.

When an Impalrment loss subsequently reverses, the carrylng amount of the asset {(or a cash-generating unit)
is increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carrylng amount that would have been determined had no impairment loss been recognised for
the asset (or cash-generating unit) in prior years. A reversal of an Impalrment loss Is recognised Immediately In
profit or loss, unless the relevant asset Is carried at a revalued amount, In which case the reversal of the
impairment loss is treated as a revaluation Increase.

)] Employee Benefits

Short-term employee benefits

Provision is made for the Group's obligation for short-term employee benefits. Short-term employee benefits are
beneflts (other than termination benefits) that are expected to be settled wholly within 12 months after the end
of the annual reporting period in which the employees render the refated service, Including wages and salarles.
Short-term employes beneflts are measured at the {undiscounted) amounts expected to be paid when the
obligation Is settled.

The Group's obligations for short-term employee benefits such as wages and salaries are recognised as a part
of current trade and other payables In the statement of financial position.
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Cther Long-term employee benefits

The Group classifies employees’ long service leave as other long-term employee benefits, as they are not
expected to be settled wholly within 12 months after the end of the annual reporting period in which the
employees render the related service. Provislon is made for the Group's obligation for other long-term employee
benefits, which |s measured at the present value of the expected future payments to be made to employees and
are discounted at rates determined by reference to market ylelds at the end of the reporting period on
government bonds. Upon the measurement of obligations for employee beneflts, the net change In obligation Is
recognised In proflt or loss as part of employee benefits expense.

The Group's obligatlons for long-term employee benefits are presented as non-current provisions in Its statement
of financlal position, except where the Group does not have an unconditional right to defer settlement for at least
12 months after the end of the reporting perlod, In which case the obligations are presented as current provisions,

Retlrament benefit obligations

All employees of the Group recelve deflned contribution superannuatlon entitiements, for which the Group pays
the fixed superannuation guarantee contribution (9.5% of the employee's average ordinary salary durlng the
financlal year) to the employee's superannuation fund of cholce. All contributions In respect of employees'
defined contribution entltlemants are recognised as an expense when they become payable. The group's
obligation with respect to employee's defined contribution entitlement Is limited to Its obligations for any unpald
superannuation guarantee contrlbution at the end of the reporting period.

All obligations for unpaid superannuation guarantee contributions are measured at the {(undliscounted) amounts
expected to be pald when the obligatlon Is settled and are presented as a part of current trade and other payables
in the Group's statement of financlal posltion,

(m)  Share-based payment arrangements

Equity-settled share-based payments to employees and others providing similar services are measured at the
falr value of the equity Instruments at the grant date. Detalls regarding the determination of the fair value of
equlty-settled share-based transactions are set out in note 24,

The falr value determined at the grant date of the equity-seitled share-based payments is expensed on a straight-
line basis over the vesting perlod, based on the Group's estimate of equity instruments that will eventually vest,
with a corresponding increase in equilty. At the end of each reporting period, the Group revises its estimate of
the number of equlty instruments expected to vest. The impact of the revision of the original estimates, If any, Is
recognised In profit or loss such that the cumulative expense reflects the revised estimate, with a corresponding
adjustment to the equity-settled employee beneflts reserve.

Equity-settled share-based payment transactlons with parties other than employees are measured at the falr
value of the goods or services received, except where that fair value cannot be estimated reliably, in which case
they are measured at the falr value of the equity Instruments granted, measured at the date the entity obtalns
the goods or the counterparty renders the service.

{n) Provislons

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past
avent, It Is probable that the Group will be required to settle the obligation, and a rellable estimate can be made
of the amount of the obligation.

The amount recognised as a provision Is the best estimate of the consideration required to settle the present
obligation at the end of the reporting pericd, taking Into account the risks and uncertainties surrounding the
obligation, When a provision Is measured using the cash flows estimated to settle the present obligation, Its
carrylng amount Is the present value of those cash flows {when the effect of the time value of money is materlal).
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When some or all of the economic benefits required to settle a provision are expected to be recovered from a
third party, a receivable Is recognised as an asset if It Is virtually certaln that relmbursement will be received and
the amount of the recelvable can be measured reliably.

(o) Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, deposlts held at-call with banks, other short-term highly liquid
Investments with original maturities of three months or less, (including products managed vla the netwealth
platform), and bank overdrafts. Bank overdrafts are shown within short-term borrowings In current liabllities in
the statement of financlal posltion.

(p) Goods and Services Tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST
incurred Is not recoverable from the Australlan Taxatlon Office (ATO).

Recelvables and payables are stated Inclusive of the amount of GST recelvable or payable. The net amount of
GST recoverable from, or payable to, the ATO s Included as part of recelvables or payables In the statement of
flnanclal position.

Cash flows are presented on a gross basls, The GST component which Is recoverable from or payable to the
ATO Is Included In the cash flows arlsing from Investing and flnancing actlvities. The GST component of
operating cash flows included In receipts from customers or payments to suppliers.

(q) Comparative Figures
Comparative figures have been adjusted to conform to changes in presentation for the current financlal year.

3. Application of new and revised Australian Accounting Standards
(AASBSs)

3.1 Amendments to Accounting Standards that are mandatorlly effective for the current year

The Group has adopted all of the new and revised Standards and Interpretations Issued by the Australian
Accounting Standards Board (the AASB) that are relevanl lu Lhelr operations and effective for an accounting
perlod that begins on or atter 1 July 2016,

Amendments to AASB 101 Disclosure Initlative

The Group has applied these amendments for the first time In the current year. The amendments clarlfy that an
entity need not provide a specific disclosure required by an AASB If the information resulting from that disclosure
Is not materlal, and give guidance on the bases of aggregating and disaggregating information for disclosure
purposes. However, the amendments reiterate that an entlty should consider providing addltional disclosures
when compliance with the speclflc requirements In AASB Is Insufficlent to enable users of financial statements
to understand the Impact of particular transactions, events and conditions on the entlty’s financlal position and
flnancial performance.

In addition, the amendments clarify that an entity's share of the other comprehensive income of assoclates and
Joint ventures accounted for using the equlty method should be presented separately from those arising from
the Group, and should be separated into the share of ltems that, in accordance wlth other Accounting Standards:
(a) will not be reclassifled subsequently to proflt or loss; and

(b) wlll be reclassified subsequently to profit or loss when specific conditions are met.

As regards the structure of the financial statements, the amendments provide examples of systematic ordering
or grouping of the notes.

The application of these amendments has not resulted In any impact on the financlal performance or financlal
position of the Group.
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3. Application of new and revised Australian Accounting Standards
(continued)

Amendments to AASB 116 and AASB 138 Clarificatlon of Acceptable Methods of Depreciation and

Amortisatlon

The Group has applied these amendments for the first time In the current year. The amendments to AASB 116

Propsrty, Plant and Equipment prohibit antitles from using a revenue-based depreclation method for items of

property, plant and equipment. The amendments to AASB 138 Intangible assets Introduce a rebuttable

prasumption that revenue s not an appropriate basls for amortisation of an intangible asset. This presumption

can only be rebutted in the following two limited clreumstances:

{(a) when the intanglble asset Is expressed as a measurs of revenue; or

(b) when It can be demonstrated that revenue and consumption of the economic beneflts of the Intangible
asset are highly correlated.

As the Group already uses the stralght-line mathod for depreclation and amortlsation for Its property and
equipment, and Intangible assets respectively, the application of these amendments has had no Impact on the
Group's consolldated financlal statements.

Amendments to AASB 2015-1 Amendments to Australlan Accounting Standards — Annual
Improvements to Australlan Accounting Standards 2012-2014 Cycle

The Group has applled these amendmaents for the first time In the current year. The amendments Impact varlous
Accounting Standards, which are summarlsed below:

» The amendments to AASB 5 Non-current Assets Held for Sale and Discontinued Operations introduce speclfic
guidance In AASB 5 for when an entity reclassifles an asset (or disposal group) from held for sale to held for
distribution to owners (or vice versa). The amendments clarify that such a change should be consldered as a
continuation of the original plan of disposal and hence requirements set out In AASB 5 regarding the change of
sale plan do not apply. The amendments also clarifles the guidance for when held-for-distribution accounting is
discontinued

e The amendments to AASB 7 Financlal Instruments: Disclosures remove the requirement to provide disclosures
relating to offsetting financlal assets and flnancial llabllities in interim financlal reports and provide additional
guldance to clarlfy whether a servicing contract is continuing Involvement In a transferred asset for the purpose
of the dlisclosures required in relation to transferred assets

* The amendments to AASB 119 Employee Benefits clarlfy that the rate used to discount post employment
banefit obligations should be determined by reference to market yields at the end of the reporting period on high
quality corporate bonds. The assessment of the depth of a market for high quallfy corporate bonds should be at
the currency level (l.e. the same currency as the beneflts are to be pald). For currencies for which there Is no
deep market In such high quality corporate bonds, the market ylelds at the end of the reporting perlod on
government bonds denominated In that currency should be used Instead

+ The amendments to AASB 134 Interlm Financlal Reporting make provision for disclosures required by the
Standard to be glven either In the interim financial statements or Incorporated by cross-reference from the interim
financlal statements to some other statement that Is available to users of the financlal statements on the same
terms as the Interim flnancial statements and at the same time,

The application of these amendments has had no effect on the Group's consolldated financial statements.
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3. Application of new and revised Australian Accounting Standards
(continued)

3.2 New and revised Australlan Accounting Standards in Issue but not yet effective

AASB 9: FInanclal Instruments and assoclated Amending Standards (applicable to annual reporting periods
beginning on or after 1 January 2018),

The Standard will be applicable retrospectively (subject to the provisions on hedge accounting outlined below)
and Includes revised requirements for the classlification and measurement of financlal Instruments, revised
recognition and derecognition requirements for financlal Instruments and simplified requirements for hedge
accounting.

The key changes that may affect the Group on initial application include certaln simplifications to the classiflcation
of financlal assets, simplifications to the accounting of embedded derivatives, upfront accounting for expected
credit loss, and the irrevocable election to recognise gains and losses on Investments In equity instruments that
are not held for trading In other comprehensive income. AASB 9 also introduces a new model for hedge
accounting that will allow greater flexibllity In the abillty to hedge risk, particularly with respect to hedges of non-
financlal Items. Should the entlty elect to change Its hedge policles In line with the new hedge accounting
requirements of the Standard, the application of such accounting would be largely prospective,

The directors anticlpate that the adoption of AASB 9 will not have a material Impact on the Group's financlal
Instruments. The Group will adopt this standard from 1 July 2018,

AASB 15: Revenue from Contracts with Customers (applicable to annual reporting periods beginning on or
after 1 January 2018, as deferred by AASB 2015-8: Amendments to Australian Accounting Standards — Effective
Date of AASB 15),

When effective, this Standard wil replace the current accounting requirements applicable to revenue with a single,
principles-based model. Except for a limited number of exceptions, Including leases, the new revenue model In
AASB 15 will apply to all contracts with customers as well as non-monetary exchanges between entitles in the
same line of business to facilltate sales to customers and potentlal customers.

The core principle of the Slandard is hal an entity will recognise revenue to depict the transfer of promised goods
or services to customors In an amount that reflects the consideration to which the entity expects to he entltled In
exchange for the goods or services. To achieve this objectlve, AASB 15 provides the following five-step process:

I Identify the contract(s) with a customer;

Il Identify the performance obligations in the contract(s);

i, determine the transaction price;

lv, allocate the transaction price to the performance obligations In the contract(s); and
v.  recognise revenue when (or as) the performance obligations are sallsfled.

This Standard will require retrospective restatement, as well as enhanced disclosures regarding revenue, The
directors anticipate that the adoption of AASB 15 will not have a materlal Impact on the Group's financlal
statements. The directors do not Intend to early apply the standard and intend to use the full retrospective method
upon adoption. The Group will adopt this standard from 1 July 2018.
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3. Application of new and revised Australian Accounting Standards
(continued)

AASB 16: Leases (applicable to annual reporting periods beginning on or after 1 January 2019).

When effective, this Standard will replace the current accounting requirements applicable to leases In AASB 117;
Leases and related Interpretations. AASB 16 introduces a single lessee accounting model that ellminates the
requlrement for leasas to be classlfled as operating or finance leases,

The malin changes Introduced by the new Standard Include:

I, racognition of a right-to-use asset and llabllity for all leases {excluding shori-term leases with less than 12
months of tenure and leases relating to low-value assets);

il, depreclation of right-to-use assets In line with AASB 116: Property, Plant and Equipment In profit or loss
and unwlinding of the llabllity In princlpal and Interest components;

ll.  varlable lease payments that depend on an Index or a rate are included In the Inltial measurement of the
lease liabllity using the Index or rate at the commencemant date;

Iv. by applying a practical expedient, a lessee Is permitted to elect not to separate non-lease components an
d Instead account for all components as a lease; and

v.  additional disclosure requirements,

The transitional provisions of AASB 16 allow a lessee to elther retrospectively apply the Standard to
comparatives In lIne with AASB 108: Accounting Pollcles, Changes in Accounting Estimates and Errors or
recognise the cumulative effect of retrospective application as an adjustment to opening equity on the date of
Inltlal appllcation.

The Financlal Statements do not consider the effect of the new standards as the new standards are not yet
effective. Furthermore, the potential effects of the revised standards have not been disclosed In Financial
Statements as the Directors and management have not yet completed their assessment of the Impact on the
company.

Amendments to AASB 2 Classlification and Measurement of Share-based Payment Transactlons
(applicable to annual reporting perlods beginning on or after 1 January 2018)

The amendments clarify the following:

I In estimating the fair value of a cash-settied share-based payment, the accounting for the effects of
vesting and non-vesting conditions should follow the same approach as for equity-settled share-based
payments.

Il Where tax law or regulation requires an entlty to withhoid a specified number of aquity instruments equal
to the monetary value of the employee's tax obligation to meet the employee's tax liabllity which s then
remitted to the tax authority, i.e. the share-based payment arrangement has a ‘net settlement feature’,
such an arrangement should be classified as equity-settled In Its entirety, provided that the share-based
payment would have been classifled as equlty-settled had it not included the net settlement feature.

iil. A modiflcation of a share-based payment that changes the transaction from cash-settled to equity-
settled should be accounted for as follows: (1) the original llabllity Is derecognised; (Il) the equity-settled
share-based payment is recognised at the modification date fair value of the equity instrument granted
to the extent that services have been rendered up to the modification date; and (ill) any difference
between the carrying amount of the llability at the mod|fication date and the amount recognised In equity
should be recognised In proflt or loss immaediately.

The directors of the Company do not anticipate that the application of the amendments In the future will have a
significant Impact on the Group's consolldated financial statements as the Group does not have any cash-settlad
share-based payment arrangements or any withholding tax arrangements with tax authoritles in relation to
share-based payments.

Amendments to Australian Accounting Standards — Disclosure Initlatlve: Amendments to AASB 107
The amendments require an entlty to provide disclosures that enable users of financlal statements to evaluate
changes In ltabllitles arlsing from flnancing actlvities. The amendments apply prospectlvely for annual perlods
beginning on or after 1 January 2017 with earlier application permitted.

The directors of the Company deo not anticipate that the application of these amendments will have a material
Impact on the Group's consolidated financial statements.
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4. Critical accounting estimates and key sources of estimation
uncertainty

In the application of the Group's accounting policies, which are described in note 2, the directors of the company
are required to make Judgements, estimates and assumptions about the carrying amounts of assets and
llabilities that are not readlly apparent from other sources. The estimates and assoclated assumptions are based
on historlcal 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 ongoing basls, Revisions to accounting
estimates are recognised In the perlod 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 perlods.

Key estimates — Impalrment of assets

The group assesses Impalrment at the end of each reporting perlod by evaluation of conditlons and events
speclfic to the Group that may be Indicative of Impalrment triggers. Recoverable amounts of relevant assets are
reassessed using value-In-use calculations which Incorporate various key assumptlons. The recoverable
amount Is based on multlple of earnings of the respective asset with the multiples taken from current and
historical Industry averages. When the relevant assets are recognised as held-for-sale assets, a subsequent
impalrment valuation is completed with the assets valued at the lower of carrylng value and fair value less cost
to sell (FVLCS) using an estimated sale price and costs based on non-binding offers received or initial interests
shown by prospective buyers.

Key Judgements - Share based payments

The falr value of performance share options at grant data have incorporatad the assumptions regarding:
o tanure,
« performance and behaviour conditions and
¢ EPS hurdles belng achieved.

This Involves the exercise of jJudgement regarding the llkelihood and magnlitude of future outcome of events.

Key estimates and judgements - Legal provision/contingent llabilities

By thelr nature, legal clalms and contingencles will only be resolved when one or more uncertain future
events occur or fall to ocour. The assessment of the existence, and potential quantum, of legal claims and
contingencies inherantly Involves the exercise of significant judgement and the use of eslimales regarding
the ltkellhood and magnitude of future outcome of events.
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5. Revenue and expenses from continuing operations

(a) Revenue and Other Income

Note Consolldated Group
2017 20186
$000s $000s
REVENUE
Platform fees 60,637 48,323
TOTAL REVENUE 60,837 48,323
OTHER INCOME
Net galn on disposal of Investments 106 147
Unrealisad Invastment galns 36 (9}
Dividend and distributions racelved 33 33
Inlerest recelved 434 463
Other income 8 75
TOTAL OTHER INCOME 814 709
TOTAL INCOME 61,251 49,032
{(b) Employee benefits expenses
Note Consolldated Group
2017 2016
$000s $000s
Salarles and wagas (Including payroll tax) 20,182 15,213
Conirlbuted superannuallon 2,405 2,083
Share-based payment expenses 1441 45
Othar employee beneflls expenses 2,071 1,690
24,799 19,011
{c) Administratlve expenses
Note Consolldated Group
2017 20186
$000s $000s
Loss on disposal of fixed assels 161 176
Adjusiment to make good provision 7 8
Rental Expenses on Operating Leases:
Lease Payments 738 872

6. Segment information
The consolidated entity Is organised Into one reportable operating segment.

The reportable operating segment Is based on the internal reports that are revlewed and used by the Board of
Directors and the executlve management team (identifled as the Chief Operating Declslon Makers hereafter
CODM) In assessing performance and in determining the allocation of resources. The CODM reviews segment
profits (Segment EBITDA) on a monthly basls, The accounting policles adopted for internal reporting to the
CODM are consistent with those adopted In the financial statements.

All of the Group's operations are based In Australla,
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7. Income Taxes relating to continuing operations

Consolldated Group

2017 20186
$000s $000s
The components of tax expense/(income)
comprise:
-~ Current Tax 7,603 8,307
- Deferred Tax {266) (2,253)
= Under/{Over) provision from prior
Jors (Over)p P (71) (218)
7,268 5,836
The prima facle tax on profit before Incoma
tax Is reconciled to income tax as follows:
Prima facle tax before Income tax at 30%
(2016: 30%): 7,077 8,044
Add tax effect of:
- other non-allowable / assessable
itams (189) (208)
- nen-deductible Impalrment - -
INCOME TAX EXPENSE
ATTRIBUTABLE TQ ENTITY 7,266 5,836

Consolldated Group

Netwealth Group Limlited
Notas to tha Consolldatad Financial Statements — year ended 30 June 2017

2017 2016
$000s $000s
c. The components of deferred lax assets
comprise;
- tax losses “ 11
— temporary differences 4,168 4,687
4,168 4,608
d., The components of defarred tax llabllities
comprise;
— properly, equipment and intangible
assets . 1,286
—  other temporary differences 42 54
42 1,340
Transfarrad to
Opaning Charged to DE:';';&::: assets held Closing
Balance Income E for sale Balance
quity
$'000s $'000s $'000s $'000s $'000s
Doferrod Tax Assets/Liabllitios
Balances related to legal claims 1,327 2,235 3,682
Other temporary dlfferences (747) 543 (204)
Carrled forward Tax losses 524 {524) -
Balanco at 30 June 2016 1,104 2,253 3,358
Balances related to legal claims 3,562 (831) - 2,731
Other temporary differances {204) 1,087 602 1,396
Balanca at 30 June 2017 3,358 286 502 4126
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8. Key Management Personnel Compensation

Consolldated Group

2017 2016

$000s $000s

Shorl tarm employas benefits 1,257 3,598
Post-employmaent benafits 20 84
Shara based payments 17 27
KEY MANAGEMENT PERSONNEL COMPENSATION 1,384 3,708

The totals represent the remuneration pald to key management persennel (KMP) of the Group during the year,
belng paid by netwealth Group Services Pty Ltd, a subsidiary of the company. Details of other transactlons with
KMP are In Note 25: Related Party Transactions.

The short term employee beneflts amount above for 2016 Iincludes $2.3 mllllen compensation paid to Senlor
Managers which are no longer consldered to be KMPs,

9. Discontinued operations
9.1 Plan to dispose of hon-core businesses

On 30 June 2017, the directors approved a plan to dispose of the Group's non-core businesses operated by
Australlan Planning Services Pty Ltd, Pathway Licensee Services Pty Ltd and Bridgeport Financial Services Pty
Ltd. The disposal is consistent with the Group's long-term strategy to focus its activittes on the platform business
of Netwealth Investment Limited and to malntain a simpler corporate structure to achieve process efficlencies.
The Group s actively seeking buyers for these operations with Interests having been recelved from prospective
buyers. The Group expects to complete these sales by 30 June 2018. The Group recognised an Impalrment
loss of $2.3 mllfion In respect of the Pathway Licensee Services business when the assets and liabilities of the
operation were reclassifled as held for sale. The held-for-sale assets were valued at the lower of carrylng value
and falr value less cost to sell (FVLCS) using an estimated sale price based on expressions of Interest or non-
binding offers received for each business, Based on the lower range of offers, and as the businesses were
profltable, in management's best estimate, no further Impalrment is required.

8.2 Analysls of profit for the year from discontinued operations
The combined results of the discontinued operatlons Included In the profit for the year are set out below. The

comparatlve profit and cash flows from discontinued operations have been re-presented to include those
operations classified as discontinued In the current year.

Consolidated Group

2017 2018
$000s $000s
Proflt for the year from dlscontinued
oparations
Rovenue 9,382 9,791
Other income 846 1,841
10,228 11,632
Expenses 13,309 18,851
Profit/(loss) before tax (3,081) (7,219)
Altrlbutable Income lax expense 309 2,053
(2,772) (5,166)
LOSS FOR THE YEAR FROM DISCONTINUED
OPERATIONS (ATTRIBUTABLE TO OWNERS
OF THE COMPANY) (2,772} (5,168)
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9, Discontinued operations (continued)

Consolldated Group

2017 2018
$000s $000s
Cash flows for the year from
discontinuad operations
Net cash inflows from operaling aclivities (6,070} {3,591)
Net cash In/{out)flows (6,070) (3,591)

9.3 Assets and liabilitles assoclated with discontinued operations held for sale

Consolidated Group

2017
$000s
Assets related to the disposal of non-
core businesses 14,767
Liabilities assoclated with assets held
for sale 2,242

The maljor classes of assets and llabllities of these businesses at the end of the reporting perlod are as follows:

Consolldate& Group

2017
$000s
Intangible assets 11,840
Deferred tax assets 877
Other current assets 320
Trade and other recelvables 1,070
Cash and cash equivalents 650
Assels held for sale 14,757
Trade payables 447
Provisions 300
Current tax llabilities 117
Deferred tax llabillties 1,378
Liabilitles associated with assats hald for
sal8 2,242
“NET ASSETS OF BUSINESSES
CLASSIFIED AS HELD FOR SALE 12,515

10. Earnings per share

Consolldated Group

2017 2016
Cents per Cents per
shars share
Basic earnings per share
From continuing operations 52.26 46.04
From discontinued operatlons {8.88) (16.62)
Total basic earnings per share 43.38 29.43
Diluted earnings per shara
From continulng operations 51.96 45,59
From discontinued operations (8.83) {16.45)
Total diluted earnings per share 43.13 _29.13
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10. Earnings per share (continued)

10.1 Baslc earnings per share

The earnings and weighted average number of ordinary shares used in the calculation of basic earnings per

share are as follows.

Consolldated Group

2017 2016
$000s $000s
Profit for the year altributable to owners of the
Company 13,664 9,148
Earnings used In the calculation of baslc
garnings per share 13,664 9,148
l.oss for the year from dlscontinued operations
used in the caleulalion of haslc earnings per
shara from discontinued operations 2,772 5,166
Earnings used in the calculation of basic
earnings per shars from continulng operations 16,326 14,314
2017 2016
Numbar Number
Welghted average number of ordinary shares for
the purposes of baslc earnings par share 31,242,718 31,089,509

10.2 Diluted earnings per share

The earnings used in the calculation of diluted earnings per share are as follows

Consolldated Group

2017 2016

$000s $000s
Earnings used In the calculation of dlluted
earnlngs per share 13,554 9,148
Loss for the year from discontinued oparations
used In the calculatlon of dlluled earnings per
shara from discontinued operations 2,772 5,166
Earnings used in tha calculation of dliuted
earnings per share frem continulng operatlons 16,326 14,314

The welghted average number of ordinary shares for the purpose of dlluted earnings per share reconclies to the
welghted average number of ordinary shares used In the calculation of basic earnings per share as follows.

2017 2018

Number Number
Woelghted average number of ordinary sharas for
the purposes of basic eamings per share 31,242,718 31,080,509
Shares desmed to be Issued for no consideration
in raspect of:
- unvested A cless shares 168,400 293,400
-_employee optlons 12,210 17,391
Walghted average number of ordinary shares
used in the calculation of diluled earnings per
ghare 31,423,238 31,400,300

The potential effect of the platinum performance shares
the computation of diluted EPS.

are consldered anti-dilutive and weres not Included In
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11. Dividends

Dividends paid or declared by the Company In the year ended 30 June were:

2017 2016

$000s $000s
Dividends recognised as distribution and pald
during the period:
Declared fully franked dividend of 15,16 cents
per share fully franked at the tax rate of 30%
(2016: 11.81 cents per shara) 4,555 3,761
Total dividends 4,555 3,761

Dividends are pald on Fully paid up Ordinary shares, Foundation shares, A class shares and Partlally Paid
Ordinary shares (pro-rata to amount paid),

Franking cradits

Franking credits available to shareholders of the Company amount to $16,104,446 (2016: $10,066,429) at the
30 percent (2016: 30 percent) corporate tax rate.

12. Cash and Cash Equivalents

Note Consolldated Group
2017 2016
50008 $000s
CASH AT BANK AND ON HAND 34,340 27,652
Reconclllation of cash and cash equivalents
Cash and cash equivalents at the end of the
financlal year as shown In the slatemant of cash
flows are raconciled to items In the statement of
financial posltion as follows:
Cash at bank and on hand 34,340 27,652
Cash and bank balances included in assets held
for sale 650 -
CASH AND CASH EQUIVALENTS 34,989 27,652

There are no restrictions with respect to access to the cash and cash equivalent balances shown.

13. Trade and Other Receivables

Note Consoclidated Group
2017 2016
$000s $000s
CURRENT

Product Account Receivables 4,668 4,057
Trade and Sundry Recsivables 730 2,944
TOTAL CURRENT RECEIVABLES 5,308 7,001
TOTAL TRADE AND OTHER RECEIVABLES 5,398 7,001

TRADE AND OTHER RECEIVABLES
CLASSIFIED AS FINANCIAL ASSETS 5,398 7,001
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14. Other Current Assets

Consolldatad Group

2017 2016
$000s $000s
Accrued Income 250 210
Prapaymants 902 1,203
TOTAL OTHER CURRENT ASSETS 1,242 1,413
15. Financial Assets
Nota Consolldated Group
2017 2016
$000s $000s
CURRENT
FVTPL' financlal assets 912 884
Loans receivable - 957
TOTAL CURRENT FINANCIAL ASSETS 912 1,841
FVTPL' financlal assets comprise at fair value:
Netweallh Managed Funds 18 16
Nelwealth Wrap and Super Accounts 845 818
Other Invesiments 51 50
Total FVTPL financial assets 912 864

*Folr Valua through Profil or Loss (FVTPL)
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16. Property and Equipment

Note Consolldated Group
2017 2018
$000s $000s
Carrying amounts of:
Leasehold Improvemants 1,988 1,551
_Equipment 625 649
TOTAL PROPERTY and EQUIPMENT 2,813 2,200
Leasehold
Improvements  Equlpment Total
$000s $000s $000s
COST
Balance at 1 July 2015 1,776 1,392 3,167
Additlons 906 410 1,316
Disposals (176) (2) (178)
Balance at 30 June 2016 2,505 1,800 4,305
Addltions 790 333 1,123
Disposals o (220) (170} (390)
Balance at 30 June 2017 3,075 1,963 5,038
ACCUMULATED DEPRECIATION
Balance at 1 July 2015 (731) (876) (1,608)
Depraciation expense (223) (276) (499}
Balance at 30 June 20168 (954) {1,161) (2,105)
Disposals 120 105 225
Dapreclation expense (253) (292) {545)
Balance at 30 June 2017 {1,087) {1,338) (2,425)
NET CARRYING AMOUNT
At 30 June 2016 1,551 649 2,200
At 30 June 2017 ) 1,988 625 2,613
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17. Intangible Assets

Note Consolldated Group
2017 2018
$000s $000s
Carrying amounts of:
Goodwlll - 7,659
Non-contractual customer relatlonships - 7,200
Trademarks - 293
Software and wehsite development costs 107 203
TOTAL INTANGIBLES 107 15,355
Customer Software and
Goodwlll relatlonships  Trademarks wabsite Total
$000s $000s $000s $000s $000s
COST
Balance at 1 July 2015 9,837 11,624 293 5,253 27,007
Addllions - 496 “ 40 536
Disposals
Balance at 30 June 2016 9,837 12,120 293 5,293 27,543
Addltions
Transfer {o agsets held for sale (9,837) {12,120) (293) (4,800) (27,1580)
Balance at 30 Juna2017 - - - 383 393
ACCUMULATED AMORTISATION AND IMPAIRMENT
Balance at 1 July 2015 (2,178) (3,917) - (4,817) {10,912)
Amortisation - {1,003) - {273) (1,276)
Balance at 30 June 2018 (2,178) (4,920) - (5,090) (12,188)
Amortlsation - {997) - {79) {(1,075)
Impairment (2,331) {2,331)
Transfer to assets held for sale 2,178 8,248 . 4,883 16,308
_Balance at 30 June 2017 - - - {288) (286)
NET CARRYING AMOUNT
At 30 June 2018 7,659 7,200 293 203 15,355
At 30 June 2017 - - - 107 107

18. Trade and Other Payables

Note Consolldated Group
2017 20186
$000s $000s

CURRENT

Financlal Llabllities measured at Amortised Cost:

Trade Payables 4916 3,131
GST Payable 268 232
Other Payables 41 8

TOTAL FINANCIAL LIABILITIES MEASURED AT
AMORTISED COST 5,225 3,371

Financial Liablilties at amortised costs classifled as
trade and othaer payables

Total Financlal Llabllitles at amortised cost 5,225 3,371
l.ess:
GST Payable 268 232

TOTAL FINANCIAL LIABILITIES AS TRADE AND
OTHER PAYABLES 4,957 3,138
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19. Provisions

Consolldated Group

2017 2016
$000s $000s
Employee banefils 2,631 2,522
Legal and other assoclated cosis 1,000 7,896
Other provisions 202 282
3,923 10,700
CURRENT 3,494 9,939
NON CURRENT 429 761
3,923 10,700
Employes Legal and Other Other Total
Beneflts Assoclated Costs Provisions  Provislons
$000s $000s $000s $000s
Analysis of Provisions
Consoclldated Group
Opening balance at 1 July 2018 2,522 7,898 282 10,700
Additional amounts ralsed during the year 2,213 1,266 10 3,489
Amount used or reversed during the year {1,804) (8,162) - (9,968)
Transferred to assets held for sale (300) (300)
Batance at 30 June 2017 2,631 1,000 292 3,823

Provision for amployee benefits

Provislon for employee beneflts represents amounts accrued for annual leave and long service leave. The
current portion for this provision Includes the total amount accrued for annual leave entlitlements and amounts
accrued for long service leave Is a pro-rata amount accrued based on current years of service, adjusted for an
assumed rate of salary Increase and discounted to allow for when the leave is expected to be taken.

Based on past oxporlonce the Group does not expect the full amount of annual leave or long service leave
balances classified as current liabllitles to be settied within the next 12 months.

Consolidated Group

2017 2016
$000s $000s
Current

Annual leave 1,207 1,244
Long service Leave 995 800
2,202 2,044

Non-currant
Long-service lvave 429 478
429 478
Total employee provisions 2,631 2,522

Provision for Legal and other Assoclated Costs
A provision has been recognised for legal and assoclated costs including claims against Australlan Planning
Services Pty Ltd. Refer to contingent liabllities disclosed In note 28.

Cther Provisions
A provision has been recognised for the cost to make good premises that the company has an obligation under
existing lease commitments, The measurement and recognition criterla for make good provision has been
Included in Note 2,
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20. Issued Capital

Issued capltal comprises:

Consolldated Group

2017 2016

$000s $000s
29,662,249 Fully Paid OrdInary Shares 19,824 18,776
{2016: 29,833,787)
3,000,000 Partly Pald Ordinary Shares 506 506
{2018; 3,000,000}
352,868 Class 'A' Sharas (2016: 352,869) 550 550
890,000 Foundatlon Shares
{2016: 890,000) 255 255
937,500 Platinum Shares
{2016: nl)) 3,005 -
TOTAL SHARE CAPITAL 24,231 21,086
RESTRICTED SHARES {4,028) -
ISSUED CAPITAL 20,205 21,086

In the current year the Group changed the way It presents loans provided to employees on the Issue of shares
under the Share Based Payment arrangements. Previously this was recorded as an employee loan however |n
the current perlod the Company changed Its accounting treatment and now recognises these as Restricted
Shares and netted off against Issued Capital. Restricted Shares have no value untll the employee loan
assoclated with the Share Based Payment arrangement has been fully repald. Prlor years have not been
restated as the amount of employee loans at 30 June 2016 ($0.957 million) Is deemed not material,

Consolidated Group

2017 2018
No. No,

Fully Pald Ordinary Shares
At the baginning of the reporling perlod 29,623,787 29,581,756
Shares fssued during the year 38,462 81,004
Converted from Parlly-Pald Shares - -
Shares cancelled following shara buy-back durlng the year - (39,063)
At the end of the reporting perlod 29,662,249 29,623,787
SHARES WITH VALUE 29,155,794 -
RESTRICTED SHARES 506,455 -
Partly Pald OrdInary Shares
At the beginning of the reporting pertod 3,000,000 3,000,000
Shares |ssued during the year - -
Converted to Fully-Pald Shares - -
At the end of the reporting parlod 3,000,000 3,000,000
Class 'A’' Shares
At tha beginning of the reporting perlod 352,869 346,458
Shares Issuad durlng the year - 35,334
Shares cancalled followlng share buy-back during the year - (28,923)
At the end of the reporting pariod 352,869 352,869
RESTRICTED SHARES 352,869

Foundatlion Shares
Al tha baginning of the reporting perlod 890,000 890,000
Shares Issued durlng the year . -

_At the end of the raporting perlod 890,000 890,000
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20. Issued Capital (continued)

Consolldated Group

2017 2016
No. No.
Platinum Shares
At the beginning of the raporting period - -
Shares Issued during the year 937,500 -
At the and of the reporting period 937,500 -
RESTRICTED SHARES 937,600

The Company has issued share capltal amounting to 29,662,249 Ordinary shares of no par value, 362,869 A
class shares of no par value, 890,000 foundation shares of no par value, 3,000,000 Partly Pald Ordinary shares
and 937,500 Platinum Performance shares of no par value,

Ordinary, Class ‘A’ and Foundation shares participate in dividends and the proceeds on winding up of the Parent
Entity In proportion to the number of shares held, At the shareholders' meetings each ordinary share Is entitled
to one vote when a poll Is called, otherwise each ordinary shareholder has one vote on a show of hands.
Platinum shares are not entitled to vote and do not particlpate In dividends.

In the current year the Group changed the way it presents loans provided to employees on the issue of shares
granted under the Share Based Payment arrangements. Previously this was recorded as an employee loan
however in the current period the Company changed its accounting treatment and now raecognises these as
Restricted Shares and netted off agalnst Issued Capltal. Restricted shares have no value until the employee
loan assoclated with the Share Based Payment arrangement has been fully repaid, Prior years have not been
restated as the amount at 30 June 2016 Is deemed not material.

21. Reserves

Note Consolidated Group
2017 2016
$000s $000s

Options reserve 712 571

The Optlons Reserve records the fair value of vested share options granted vla Share-based Payment
transactlons,

22. Controlled Entities

Controlled Entitles Consolidated

Country of Incorporation Fercentage Owned

2017 2016
% %

Subsldlarles of Netwealth Group Limlited
netwealth Investments Limited Australla 100 100
Netwealth Group Servicaes Pty Ltd Australla 100 100
Bridgeport Financlal Services Pty Ltd Australla 100 100
Netwealth Advice Group Pty Lid Australia 100 100
Dealer 2 Ply Lid (deregistered on 13/01/2016) Australia - 100
Subsidiarles of netwealth Investmeants Limited
Australlan Planning Services Pty Lid Australia 100 100
Subsldiariss of Natwealth Advice Group Pty Ltd
Pathway Licensee Services Pty Lid Australia 100 100

Subsidiary financial statements used In the preparation of these consolidated financlal statements have also
been prepared as at the same reporting date as the Group's financlal statements,
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23. Financial Instruments

{a) Capltal management

Management controls the capital of the Group to ensure that the Group can fund Its operatlons and continue as
a golng concern while maintaining an appropriate debt to equity ratio.

The Group's capital and debt Includes share capital, retalned earnings, and financlal liabillties, supported by
financial assets. The Group's financial liabllitles are Trade and Other Payables and Borrowings.

Management manages the Group's capltal by assessing the Group’s financial risks and commitments and
adjusting its capltal structure In response to these risks and the market.

There have been no changes In the strategy adopted by management to control the capltal of the Group during
the flnancial year, however leglsiated reforms from 1 July 2015 stipulated that the Group wlll now need to meet
the capltal requirements of both Australlan Securitles and Investments Commission (ASIC) and Australian
Prudentlal Regulation Authority (APRA) separately.

Under the RSE License granted by APRA, the parent entity Is required to maintain sufficlent level of capital,
known as the Operational Risk Financlal Requirement (ORFR) to cover operational risk. Combined with ASIC's
RG166 capital requirements for Australian Financlal Services Licensees, the parent entity was required to
malntain a minimum of $21 million In net tanglble assets as at 30 June 2017 the Group satisfled these
requlrements at all times during the year.

{b) Categorles of financlal Instruments

The Group's financial Instruments consist mainly of deposits with banks, local money market investments, short-
term Investments, accounts recelvable and payable. The carrying amounts for each category of flnanclal
Instruments, measured in accordance with AASB 139 Flnancial Instruments: Recognition and Measurement, as
detailed In the accounting pollcles to these financlal statements, are as follows:

Note Consolidated Group
2017 2018
$000s $000s

Financlal Assets

Cash and Cash Equlvalents 12 34,340 27,652
Trade and Other Recelvables 13 5,398 7,001
Financial assets 15 912 1,841
Total FInanclal Assets 40,850 36,494
Financlal Llahbllities

Trade and Other Payablas 19 5,225 33N
Total Financlal Liabilltles 5,225 3,371

{c) Financlal risk management objectives

The Board of Director's overall risk management strategy seeks to assist the Group In meeting Iits financlal
targets, while minimising potential adverse effects on financlal performance. Risk management policles are
approved and reviewed by the Board of Directors on a regular basis. These include the credit risk pollcles and
future cash flow requirements,

Sentor executlves meet on a regular basls to analyse financlal risk exposure in the context of the most recent
economlc condltions and forecasts, The overall risk management strategy seeks to asslist the Group In meeting
Its financlal targets, whilst minimising potential adverse effects on financial performance.

The policles are approved by the Board of Directors. These Include credlt risk policies and future cash flow
raguirements.
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23. Financial Instruments (continued)
Specific Financial Risk Exposures and Management

The maln risks the Group Is exposed to through Its financial Instruments are credit risk, liquidity risk and
market risk relating to Interest rate risk and other price risk.

There have been no substantive changes In the types of rlsks the company Is exposed to, how these risks
arise, or the Board of Director's objectives, policles and processes for managing or measuring the risks from
the pravious period.

(d) Market risk

I, Interest Rate Risk

Exposure to Interest rate risk arlses on financial assets and flnanclal llabllities recognised at the end of the
reporting period whereby a future change In interest rates will affect future cash flows or the fair value of flxed
rate financial instruments,

For the year ended 30 June 2017 If the Bank Blll Swap (BBSW) interest rate had been 1% higher, proflt for the
year at the reporting date would have been $322K higher for the consolidated group and equlty would have
been $226K higher. If the BBSW Interest rate had been 1% lower, profit for the year at the reporting date would
have been $322K and equity $226K lower for the consolidated group. This sensltivity assumes that the
movement in Interest rates Is independent of other variables.

The Group also manages interest rate risk by ensuring that, whenever possible, payables are paid within pre-
agreed credlt terms,

fi. Other Price Risk

Other price risks relate to the risk that the falr value or future cash flows of a financial instrument will fluctuate
because of changes on market prices largely due to demand and supply factors (other than those arising from
interest rate risk) for securities, The Group's exposure to securities price risk arlses malnly from FVTPL
financlal assets.

Seansltivity analysls
The following table lllustrates sensllivities to the Group's exposures lo changes In interest rates and equity
prices. The table indicates the Impact on how proflt and equlty values reported at the end of the roporting
period would have been affected by changes In the relevant risk variable that management considers to be
reasonably possible,

These sensitivlitles assume that the movement in a particular varlable Is independent of other variables,

Consolldated Group

Profit
(before tax) Equity
$000 $000
Year ended 30 June 2017
+/-1% In Interest rates (Interest Income) +322/-322 +226/-226
Year ended 30 June 2016
+/-1% In Interest rates (Interest Income) +206/-206 +144/-144

There have been no changes in any of the assumptions used to prepare the above sensitivity analysis from the
prior year,
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23. Financial Instruments (continued)
(d)Credlt rilsk management

Exposure to credit risk relating to financlal assets arlses from the potentlal non-performance by counterparties
of contract obligations that could lead to a financial loss to the Group. The Group’s objectlve iIn managing credit
risk is to minimise the credit losses Incurred, malnly on trade and other recelvables and loans. There is no
significant credlt risk exposure on FVTPL financial assets and held to maturity investments.

Credit risk Is managed through maintaining procedures ensuring, to the extent possible, that customers and
counterpartles to transactions are of sound credit worthiness and the monltoring of the financlal stability of
significant customers and counterparties. Such monltoring s used In assessing recelvables for Impairment.
Credlt terms are generally 30 days from the date of Involce, For fees with longer settlements, terms are spacified
In the individual cllent contracts. In the case of loans advanced, the terms are spacific to each loan,

Credit Risk Exposures

The maximum exposure to credit risk by class of recognised financlal assets at the end of the reporting period
ls equivalent to the carrying value and classification of those financlal assets as presented In the statement of
financlal position,

The Group has no significant concentration of credit risk with respect to any single counterparty or group of
counterpartles other than those recelvables speclflcally mentloned within Note 13, The main source of credit risk
to the Group Is considered to relate to the class of assets described as "trade and other recelvables” and “loans”.

The following table detalls the Group's trade and other receivables exposed to credit risk (prlor to collateral and
other credit enhancements) with ageing analysls and impalrment provided for thereon, Amounts are considered
as “past due” when the debt has not been settled within the terms and conditions agreed between the Group
and the customer or counterparly to the transaction. Recelvables that are past due are assessed for impalrment
by ascertalning solvency of the debtors and are provided for where there are specific circumstances indlcating
that the debt may not be fully repald to the Group.

The balances of receivables that remaln within initial trade terms (as detalled In the table) are consldered to be
of high credlit quality.

Consolldated Group Past due but nol Impaired Within Past due

Amount (days overdus) Inltlal trade And
31-60 681-90 >90 Terms Impaired

$'000s $'000s $'0008 $'000s $'000s $'000s

2017

Trade and term recelvables 730 243 181 122 184 -

Other receivables 4,668 - - - 4,668 “

TOTAL 5,398 243 181 122 4,852 -

2018

Trade and term recelvables 2,944 300 92 120 2,432 -

QOther recalvables 4,057 - - - 4,057 -

TOTAL 7,001 300 92 120 6,489 -

Cash and cash equivalents are held with large reputable financlal Institutions within Australia and therefore credit
risk 1s considered very low; or In the cash account within the Netwealth wrap service. The cash holdings within
the Netwealth wrap service are also held with large reputable financial instltutions within Australia,
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23. Financial Instruments (continued)

(®) Liquidity risk management

Liquidity risk arlses from the possibility that the Group might encounter difficulty In settling its debts or otherwlse
meeting Its obllgations related to financlal llabilltles. The Group manages this risk through the following
mechanisms:

preparing forward-looking cash flow analyses In relation to its operational, Investing and financing
aclivities;

maintaining a reputable cradit profile;

managing credit risk related to financial assets;

only Investing surplus cash with major financial institutions, and

comparing the maturity proflle of financlal llabilities with the reallsation profile of financial assets

Cash flows realised from financlal assets reflect management's expectation as to the timing of realisation.
Actual timing may therefore differ from that disclosed.
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Netwealth Group Limitaed
Notes to the Consolldated Financial Statoments = year anded 30 June 2017

23. Financial Instruments (continued)
(f) Falr value of financial Instruments

The falr values of financial assets and flnancial liabilities are presented In the following table and can be
compared to their carrylng values as presented in the statement of financlal position, Falr values are those
amounts at which an asset could be exchanged, or a liability settled, between knowledgeable, willing partles
in an arm's length transactlon.

Falr values derlved may be based on Information that Is estimated or subject to judgment, where changes In
assumptlons may have a material Impact on the amounts estimated. Areas of jJudgment and the assumptlons
have been detalled below. Where possible, valuation information used to calculate falr value Is extracted from
the market, with more reliable Information avallable from markets that are actively traded. In this regard, fair
value for listed securlties Is obtained from quoted market bid prices. Where securlties are unlisted and no
market quotes are avallable, falr value Is obtalned using discounted cash flow analysls and other valuation
technigues used by market participants.

Consolidated Group Footnote Net Carrylng Value Net Falr Value
2017 2018 2017 2018
$'000s $'000s $'000s $'000s
Financlal Assats

Cash & Cash Equivalents i 34,340 27,852 34,340 27,652
Trade & Other Recelvables i 5,398 7,001 5,398 7,001
FVTPL financlal assets Il 912 884 912 884
. Loans & Recelvables 1] - 957 - 957
Total FiInanclal Assets 40,650 36,494 40,650 36,494

FInanclal Liabillties
Trade & Other Payablas 19 4,957 3,139 4,957 3,139
Total FInanclal Liabilities 4,957 3,139 4,957 3,138

The fair values disclosed In lhe above table have been determined based on the following methodologies:

i, Cash and cash equlvalents, trade and other receivables and trade and other payables are short-term
Instruments In nature whose carrying value Is equivalent to falr value. Trade and other payables exclude
amounts relating to the provision of annual leave and deferred revenue which Is outside the scope of
AASB 139,

il. For listed FVTPL, closing quoted bid prices at the end of the reporting perlod are used. In determining
the falr values of the unlisted avallable-for-sale flnancial assets, the directors have used inputs that are
observable either directly (as prices) or indirectly (derlved from prices).

iil,.  Loans and receivables are non-derlvative financlal assets with fixed or determinable payments that are
not quoted In an active market and are subsequently measured at amortised cost.

Financial Instruments Measured at Falr Value

The financlal Instruments recognised at fair value in the statement of financial position have been analysed
and classifled using a falr value hierarchy reflacting the significance of the inpuis used In making the
measurements. The fair value hlerarchy consists of the following levels:

- quoted prices In active markets for ldentical assets or llabilities (Level 1);

- fnputs other than quoted prices Included within Level 1 that are observable for the asset or liability,
either directly (as prices) or indirectly (derlved from prices) (Level 2); and

- inputs for the asset or liabillty that are not based on observable market data (unobservable Inputs)
(Level 3).

44



Netwealth Group Limited
Notes to tha Consolldated Financlal Statemants ~ year ended 30 June 2017

23. Financial Instruments (continued)

Consolidated Group Lavel 1 Level 2 Level 3 Total
$'000s $'000s $'0008 $'000s

2017
Financlal Assets
FVTPL financlal assets:

Listed Investmeants 663 - - 663
Unlisted Invesiment - - _249 249
Total FVTPL Financlal Assets 863 - 249 812
2016

Financial Assets

FVTPL financlal assets:

Listed Investments 637 - - 837
Unlisted Invesiment - - 247 247
Total FVTPL Financlal Assets 6837 - 247 884

The Investments are valued by reference to the quoted prices In active markets for Identlcal securlties and are
deemed to be Level 1 securities in accordance with AASB 13 falr value hierarchy of measurement. In this
ragard, thera Is no subjectivity In relation to thelr value,

In valulng Investments that maybe included In Level 2 of the hlerarchy, valuation techniques, such as
comparlson to simllar investments for which market observable prices are avallable, are adopted to determine
the fair value of these investments,

Level 3 Inputs are unobservable Inputs for the asset or llabllity. The unlisted investments have been valued
based on the amount reasonably expacted to be recelved on disposal of the asset.

24, Share Based Payments
{a) Detalls of the employee share optlon plans of the Company

Netwealth Employeae share loan plan

The company currently has the Netwealth Employee share loan plan as Its share-based payment scheme.
This plan has heen effectlve since 2013,

The company, from time to time grants shares as compensation to nominated personnel of the company and
Its subsidlaries under a Iimlted recourse loan arrangement between employee and the company.

It is at the discretion of the directors which employees will be Issued invitations to apply for shares pursuant to
the Scheme and the number of shares subject to the Invitation,

Platinum shares

All options Issued to employee’s as Platinum Shares are sublect to vesting conditions set by the Board of
Director's prior to the date of the grant in respect of tenurs, Individual performance and behaviour ratings and
the Group's Earnings Per Share performance and are Issued at an exercise price which the Board of Director's
determined to be their value as at the Grant Date, Under the current plan the number of shares vesting on
explry of a three year performance perlod shall be determined by the following Earnings Per Share target. All
sharas currently on issue as Platinum Shares were granted under this Board of Directors policy.
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24, Share Based Payments (continued)

Earnings Per Share Proportion of Platinum Shares
that vest
$1.10 or more 100%

$0.99 or more but less than $1.10 80%

$0.89 or more but less than $0.99 80%

$0.80 or more but less than $0.89 70%

less than $0.80 NIl

Optlons expire 10 years after the grant date. Employees are entitled to keep their shares after termination of
employment — subject to the basls of termination.

037,500 Platinum Shares were Issued during the current financlal year. No shares were Issued under this plan
during the 2016 financlal year.

A shares

Options issued to employee’s as A sharas vest two years after grant date and expire 10 years after grant date.
The exercise price of the optlons equals the Board of Director's determined value as at the Grant Date.

The shares carry no voting rights but are entitled to recelve dividends. Employees are entitled to keep their
shares after termination of employment — subject to the basls of termination.

The first shares under this arrangement were issued In the 2014 financial year. No shares were [ssued in the
current year (2016; 83,334).

Ordinary sharos

Optlons issued under this arrangement vest Immediate and carry voting rights and right to recelve dividends,
Employees are entitled to keep thelr shares afler termination of employment — subject to the basis of
termination. Optlons explire 10 years after grant date.

The first shares under this arrangement were issued In the 2014 financial year. 38,462 shares were [ssued In
the current year (2016: nll).

The following shares were granted during the current and previous financlal years and are included In share-
based payment:

Falr value
Exerclse at grant
Serles Grant date Number Plan Expliry date price date
Series 7 30 Octoboer 2015 50,000 A shares 31 October 2025 $3.00 $1.00
Sories 8 13 November 2015 16,667 A shares 30 Novembaor 20256 $3.00 $1.02
Sories 9 13 November 2015 16,667 A shares 30 Novembar 2025 $3.00 81.02
Series 10 11 August 2016 887,500 Platinum shares 8 November 2026 $3.30 $0.31
Sories 11 20 March 2014 38462 Ordinary shares 20 March 2024 $1.30 $0.49
Series 12 26 April 2017 25,000 Platinum shares B8 November 2026 $4.30 $0.39
Serfes 13 19 May 2017 25,000 Platinum shares 8 November 2026 $4.30 $0.36
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24. Share Based Payments (continued)
(b}  Falr value of share options granted during the year

The welghted average falr value of the share optlons granted during the financial year Is $3.35 (2016: $3.00).
Optlons were priced using a binominal option pricing model. Where refevant, the expacted life used In the
model has been adjusted based on management's best estimate for the effects of non-transferabliity, exercise
restrictions (Including the probabllity of meeting market condlitions attached to the option), and performance
and behavioural considerations. Expected volatility Is estimated with reference to market observations for
selected comparable companies.

Inputs Into the model

Grant

date Risk-free
Options share Vesting Exerclse Expected Vesting Dividend Interest
sorles price probabllity price volatility  term yield rate
2017
Series 10 $3.30 100% $3.30 42% 4 years 49% 1.51%
Series 11 $1.256 100% $1.30 36% 2 years nfa 3.60%
Serles 12 $4.30 100% $4,30 30% 3.5 years 69% 1.96%
Serles 13 $4.30 100% $4.30 28% 3.5 years 65% 1.82%
2016
Serles 7 $3.00 100% $3.00 35% 18.5 months n/a 2.03%
Serles 8 $3.00 100% $3.00 5% 18 months nfa 2.38%
Series 9 $3.00 100% $3.00 35% 18 months nfa 2.38%

{¢) Movements In share options during the year

The following reconciles the share options outstanding at the beginning and end of the yaar:

2017 2016

Number Woelghted average Number of Welghted average

of optlons exercise price options eXorclse price
Balance at beginning of the
year 024,587 $1.58 009,239 $1.42
Granted during the year 975,962 $3.36 83,334 $3.00
Vested during the year - - - -
Forfelted during the year (15,000) $3.30 (67,986} $1.30
Exercised during the year - - - -
Balance at end of the year 1,885,549 $2.48 924,687 $1.58
Exerclsable at the end of
the year 764,794 $2.42 411,926 $1.60

{d) Share optlons exercised during the year
There were no options exerclsed during the year (2016: nll).
(e) Share options outstanding at the end of the year

The share optlons outstanding at the end of the year had a weighted average exerclse price of $2.47 (2016:
$1.58), and a weighted average remalning contractual life of 8.2 years (2016. 8.5 years).
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25, Related Party Transactions
The Group's main related parties are as follows:

{a) Entitles exercising centrol ever the Group
The parent entity, which exercises control over the Group, Is Netwealth Group Limited.

(b) Key management personnel
For details of disclosures relating to key management personnel, refer to Note 8. Key Management
Personnel Compensation,

{¢) Other related parties
Other related parties include Immedlate famlly members of key management personnel and entitles that
are controlled or Jointly controlled by those key management personnel, Individually or collectively with
their close famlly members.

Transactions between related partles are on normal commercial terms and condltions no more favourable than
those avallable to other partles unless otherwise stated. Balances and transactions between the Company and
its subsidiarles, which are related partles of the Company, have been eliminated on consolldations and are not
disclosed in this note.

Consolldated Group

2017 2016
$ $
DIRECTOR RELATED ENTITIES
netwaalth Investments Limited has Incurred costs for services provided by director
related entitles in relation to the provislon of air travel during the year as follows:
Alr Travel:
Net|ats Pty Ltd 13,670 29,900
RELATED PARTIES

Natwealth Investments Limited Is the Responsible Entlty and recelves management feas for managing the operations of
managed Investment schemes., The 13 managed Invesiment schemas thal Netwsalth Investments Limlted is the
Responsible Entity for:

- Nalwsalth Index Opportunitles Conservative Fund
= Netwealth Index Opportunities Balanced Fund
- Nelwealth Index Opportunities Growth Fund

~ Netwealth Actlve Conservative Fund

- Netwealth Aclive Balanced Fund

- Netwealth Active Growth Fund

- Netwealth Active High Growth Fund

- Netwealth Australlan Bond Index Fund

« Netwealth Ausirallan Property Index Fund

- Netwealth Australian Equities Index Fund

~ Notwealth Internatlonal Equities Index Fund

- Netwealth Managed Account

- Netcash
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25. Related Party Transactions (continued)

Nelwealth Investments Limited also holds units In some of these Schemes through which distributions are pald.

Consolldated Group

2017 2016
$ §
Management Fees:
Management Fee Ravenue 2,167,080 1,647,810
Distributions:
Distributlon Income 1,084 2,083

Nelweaith Invesiments Lid holds units In the Nelwealth Managed Investment Schemas In its capaclly as custodlan of the
Nelwealth Wrap Service and trustee of the Nelwealth Supsrannuation Master Fund. It does not exercise control over these
Managed Investment Schemes and tharefora they are not consldered subsldiaries of the Group.

Nolwealth Investments Limited holds Investmants in Netwealth products as follows:

FVTPL financial assets
Netwealth Managed Funds 14,804 16,373
Nelwealth Wrap and Super Accounts 960,692 921,985

26. Cash flow note

Reconclliation of cash flow from oparations with profit after Income tax

2017 2016
$'000s $'000s
Profit for the year 13,554 9,148
Income tax expense recognised In profil or loss 6,957 3,782
Depreclation & amortisation 1,621 1,777
Impalrment of Goodwlll 2,332 -
Share hased payment expanse 141 45
Unreallsed (galn)/loss on invesiments (36) 9
Adjusiments on make good provision 7 8
Loss on disposal of assots 161 176
Galn_on disposal of Invesiments {106) (147)
24,631 14,798
Movemants in working capltal
{Increase)dacraase In trade & other recelvables 450 (2,003)
(Increase)/decrease In other assets (109} (7)
Increase/(dacrease) in trade & other payables 2,342 {97)
Increasa/(decraase) In provisions (6,477) 4,173
Cash generated from operatlons 20,838 16,866
Income tax paid {8,011) (7,161)
NET CASH PROVIDED BY OPERATING
ACTIVITIES 12,827 8,704
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27. Capital and Leasing Commitments

Operating Lease Commitments
Non-cancellable operating leases contracted for but not capitalised in the financlal statements:

Consolldated Group

2017 2016
$000s $000s

Payables - minlmum lease payments:
Not later than 12 months 1,234 734
Belwesn 12 months and 5 years 4,217 4,841
Total Operating Lease Payables 5,451 5,575

The consolldated property leases are non-cancellable leases with terms of up to flve years, Contingent rental
provislons within the lease agreement require that the minimum lease payments shall be Increased by either
the Consumer Price Index (CPI) or defined per annum. Options exist over varlous leases to renew the lease
at the end of the flve-year term for an additional term of five years. Varlous leases also allow for subletting of
lease areas.

Capltal Commitments
The group had no capital commitments as at 30 June 2017 and 30 June 2016,

28. Contingent Liabilities

As at the end of the reporting perled, the Group had received complaints or ¢claims from clients of autherlsed
representatives which had not been finalised by the end of the reporting perlod. The Group has In place
professional indemnlty insurance for such claims. The Board of Netwealth investments Limited has resclved
to indemnify Australian Planning Services Pty Ltd against all claims that may be brought or made against It
limited In amount to the sum of the claims provision (less payments made from 1 July 2017 to the date of the
agreement) as at the balance sheet date for a period up to three years,

A provision of $1million (2016: $7.9 milllon) has been made lo cover probable oulllows In relation lo these
claims In the financlal statements of the parent and consolldated entities respectivaly,

It is not possible to reliably predict the potentlal outcome of any further complaints and claims or any potential
Hability the Group may be exposed to. Additional disclosure could serlously prejudice the position of the Group.

29. Parent entity disclosures

The accounting policies of the parent entity, which have been applied in determining the financlal Information
shown below, are the same as those applled In the consolidated financial statements. Refer to note 2 for a
summary of the slgniflcant accounting policies relating to the Group.
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29. Parent entity disclosures (continued)

STATEMENT OF FINANCIAL POSITION PARENT ENTITY
2017 2018

$000s $000s

ASSETS

Cash and cash aquivalents 7,076 54

Current Assots 13,388 12,599

Non Current Assets 17,008 19,339

TOTAL ASSETS 37,482 31,092

LIABILITIES

Currant Llabllities 11,664 10,647

TOTAL LIABILITIES 11,564 10,647

NET ASSETS 25918 21,345

EQUITY

[ssued Capital 20,205 21,086

Reserves 227 227

Retalned Earnings 5,486 32

TOTAL EQUITY 25,918 21,345

STATEMENT QOF PROFIT OR LOSS AND

COMPREHENSIVE INCOME

Total Profil / {Loss) for the Year 11,601 3,501

Tolal Comprahensiva Profit / (L.oss) for the Year 11,801 3,501

Guarantees: The parent entlty has not entered Into any guarantees, In the current or previous financial year,

In relatlon to the debts of Its subsidlarles,

Contractual commitments: At 30 June 2017, the parent entity had not entered into any contractual
commitments for the acqulsition of property and equipment or any operating leases (2016: nll).

Contingent liabllitles: At 30 June 2017, the parent entlty does not have any contingent liabllities (2016: nll).

30. Auditor's remuneration

Consolidated Group

2017 2016
$000s $000s
Feaes payable for audit and review of
financlal reports
Current audltors 225 -
Pravious auditors - 243
Fees payable for othar setvices
Taxatlon
Previous audltor 283 217
Other
Current auditor 20 -
Pravious auditor 94 .
TOTAL FEES PAID TO GROUP
AUDITOR 822 520
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31. Events after the Reporting Date

No matters or clrcumstances have arisen since the end of the financlal year which signlficantly affected or may
slgnificantly affect the operations of the Group, the results of those operations, or the state of affairs of the
Group.

Netwealth Is currently Investigating the possibllity of a listing of the Group on the Australian Stock Exchange
prior to 31 December 2017.
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Directors’ Declaration
The directors of the company declare that;

1) The financial statements and notes, as set out on pages 7 to 52, are In accordance with the Corporations Act
2001 and:

a) Comply with Australlan Accounting Standards which as stated In the accounting policy note to the flnancial

statements, constitutes explicit and unreserved compllance with International Financlal Reporting
Standards (IFRSs}); and

b) Glve a true and falr view of the financlal position as at 30 June 2017 and of the performance for the year
ended on that date of the consclidated group.

2} In the directors' opinlon there are reasonable grounds to believe that the company 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 Board of Directors.

Director %I/z{ %7”

---------------------------------------------------------------------------------------------------------------------------

Jane A Tongs

Dated this 31® August 2017
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Deloitte.

Independent Auditor’'s Report to the Members of Netwealth
Group Limited

Report on the Audit of the Financlal Report

Opinlon

We have audited the financial report of Netwealth Group Limited (the "Company”) and controlled entitles (the
"Group”), which comprises the consolldated statement of financial position as at 30 June 2017, the consolldated
statement of proflt or loss, the consolldated statement of comprehensive income, the consolldated statement
of changes in equity and the consolldated statement of cash flows for the year then ended, and notes to the
financial statements, Including a summary of significant accounting policles, other Information and the
declaratlon by the directors.

In our opinlon, the financlal report of the Group, Is In accordance with the Corporations Act 2001, Including:

{a)glving a true and falr view of the Group’s financial position as at 30 June 2017 and of its financial
performance for the year then ended; and

{b)complying with Australlan Accounting Standards and the Corporations Regulations 2001,

Bagls for Opinion

We conducted our audlt In accordance with Australlan Auditing Standards. Our responsibilities under those
standards are further described In the Auditor’s Responsibilities for the Audit of the Financlal Report section of
our report, We are Independent of the Group In accordance with the auditor independence requirements of the
Corporations Act 2001 and the ethical requirements of the Accounting Professional and Ethical Standards
Board's APES 110 Code of Ethics for Professional Accountants (the Code) that are relevant to our audlt of the
financtal report In Australla. We have also fulfilled our other ethical responsibilities in accordance with the Code.

We confirm that the Independence declaration required by the Corporations Act 2001, which has been glven
to the directors of the Company, would be in the same terms If given to the directors as at the time of this
auditor's report,

We believe that the audit evidence we have obtained Is sufficlent and appropriate to provide a basis for our
oplnion.
Other Information

The directors are responsible for the other information. The other information comprises the Information
Included In the annual report but does not Include the financlal report and our audltor’s report thereon.

Our opinion on the financlal report does not cover the other informatlon and we do not express any form of
assurance concluslon thereon,

In connection with our audit of the financlal report, our responsibllity Is to read the other Information and, In
dolng so, conslder whether the other Information is materfally inconsistent with the financlal report or our
knowledge obtained in the audlt or otherwlse appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a materlal misstatement of this other
Informatlon; we are required to report that fact, We have nothing to report In this regard.
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Deloitte.

Directors’ Responsibllities for the FInancial Report

The directors of the Company are responsible for the preparation of the financial report that gives a true and
falr vlew in accordance with Australlan Accounting Standards and the Corporations Act 2001 and for such
Internal control as the directors determine Is necessary to enable the preparation of the financlal report that
gives a true and falr view and Is free from materlal misstatement, whether due to fraud or error.

In preparing the flnancial report, the directors are responsible for assessing the Group's abllity to continue as
a going concern, disclosing, as applicable, matters related to golng concern and using the going concern basis
of accounting unless the directors either intend to llquidate the Group or to cease operations, or have no
reallstic alternatlve but to do so.

Auditor's Responslibllitles for the Audit of the Financlal Report

Our objectives are to obtaln reasonable assurance about whether the financial report as a whole is free from
materlal misstatement, whether due to fraud or error, and to Issue an auditor’s report that includes our opinion.
Reasonable assurance Is a high level of assurance, but Is not a guarantee that an audlt conducted in accordance
with the Australlan Audlting Standards will always detect a materlal misstatement when It exists, Misstatements
can arlse from fraud or error and are considered material If, Individually or in the aggregate, they could
reasonably be expected to Influence the economic decisions of users taken on the basls of this financial report.

As part of an audit in accordance with the Australian Auditing Standards, we exerclse professional judgement
and malntaln professional scepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financlal report, whether due to fraud or
arror, deslgn and perform audit procedures responsive to those risks, and obtain audit evidence that
Is sufficlent and appropriate to provide a basls for our opinion. The risk of not detecting a material
misstatement resulting from fraud Is higher than for one resulting from error, as fraud may involve
collusion, forgery, Intentlonal omissions, misrepresentations, or the override of internal control.

« Obtain an understanding of internal control relevant to the audit In order to design audIt procedures
that are appropriate In the clrcumstances, but not for the purpose of expressing an opinlon on the
effectiveness of the Group's Internal control,

« Evaluate the appropriateness of accounting policles used and the reasonableness of accounting
astimates and related disclosures made by the directors,

« Conclude on the appropriateness of the director’s use of the going concern basls of accounting and,
based on the audlt evidence obtalned, whether a materlial uncertalnty exists related to events or
conditions that may cast significant doubt on the Group’s abllity to continue as a going cencern. If we
conclude that a materlal uncertainty exlsts, we are required to draw attentlon In our auditor's report
to the related disclosures In the financlal report or, If such disclosures are Inadequate, to modify our
opinion. Our concluslons are based on the audlt evidence obtalned up to the date of our auditor's
report. However, future events or condltlons may cause the Group to cease to continue as a going
concern,

o Evaluate the overall presentation, structure and content of the financlal report, Including the
disclosures, and whether the financial report represents the underlying transactions and events In a
manner that achleves falr presentation.
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« Obtaln sufficient appropriate audit evidence regarding the financlal Information of the entities or
business actlvities within the Group to express an opinion on the financlal report. We are responsible
for the directlon, supervision and performance of the Group's audit, We remaln solely responsible for
our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit
and slgnificant audit findings, Including any significant deficlencles In internal control that we identlfy during
our audit,

DELOITTE TOUCHE TOHMATSU

Neil Brown
Partner
Chartered Accountants

Melbourne, 31 August 2017
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