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Directors’ Report

Your directors present their report, together with the financial statements of Novatti Pty Ltd (the "Company™) and
MNovatli Pty Ltd and its controlled entities (the “Group") for the year ended 30 June 2015.

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

Peter Samuel Cook {Appointed 14 June 2002}
Ashley Head {Appointed 20 July 2012}
Paul Burton (Appointed 20 July 2G12)

Directors have been in office since the start of the financial year to the date of this report unless otherwise
stated.

Review of Operations

A review of the operations of the Group during the financial year and the results of those operations found that
during the year, the company continued to engage in its principle activity, the results of which are disclosed in
the attached financial statements.

Operating Results

The loss of the Group during the financial year after providing for income fax amounted o $944,173 (2014
$981,397).

Principal Activity and Significant Changes in State of Affairs and Likely Developments

Novatti enables telecommunicaticn operators, banking, and alternative payment network service providers to
extend their product portfelio — taking robust, integrated payments services to your consumer market faster and
more cost-effectively,

On 26 June 2015, Novatli Pty Lid purchased zll the shares in Flexewallet Pty Ltd. Flexewallet Pty Ltd was a
business owned by three related party entities of Novatti Pty Ltd. Flexewallet Pty Ltd is registered with
AUSTRAC and has an Australian Financial Services Licence, number 448 086. The consideration for the
purchase was a debt for equity swap. There was no cash exchanged in the purchase.

There were no other significant changes in the nature of the activities of the Group during the financial year.
The directors anticipate that the company will confinue these principal activities for the foreseeable future,

Events Subsequent to the End of the Reporting Period

No matters or circumstances have arisen since the end of the financial year which significantly affected or may
significantly affect the operations of the company, the results of those operations or the stete of affairs of the
company in future financial years

Environmentai Issues

The company's operations are not regulated by any significant environmental regulation under a law of the
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Commonweatth or of 2 State or Territory.

Dividends

No dividends were paid or declared during the financial year. No recommendation for payment of dividends has
been made.

Options

No options over issued shares or interests in the company were granted during or since the end of the financial
year and there were no options outstanding at the date of this report.

indemnification of Auditor

No indemnities have been given or insurance premiums paid, during or since the end of the financial year, for
any person whe is or has heen an auditor of the company.

Proceedings on Behalf of Company

No persen has applied for feave of Court to bring proceedings on behalf of the company or intervene in any
proceedings to which the company is a party for the purpose of taking responsibility on behalf of the company
for all or any part of those proceedings.

The company was not a party fo any such proceedings during the vear.
Auditors Independence Declaration

A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001
is attached to this Directors’ Report.

Signed in accordance with a resolution of the Board of Directors:

Peter Samuel Cook
Director

Dated this 21% September, 2015



AUDITOR’S INDEPENDENCE DECLARATION UNDER SECTION 307C OF THE
CORPORATIONS ACT 2001 TO THE DIRECTORS OF NOVATTI PTY LIMITED

| declare that, to the best of my knowledge and belief during the year ended 30 Juns 2015
there have been:

— no contraventlons of the auditor independence requirements as set out in the
Corporations Act 2001 in relation 1o the audit; and

— no contraventions of any applicable code of professional conduct in relation to the
audit

V\{\\ [ ic\k .

William Buck Audit (VIC) Pty Ltd
ABN 59 116 151 138

Jeffrey C. Lickins
Diractor
Dated this 21st day of September, 2015

CHARTERED ACCOUNTANYS
& ADVIBORS

Wielbaurne Office
Leval 20, 181 William Street
Mekbourne VIC 3000

Hawthom Otfflca
Lavel 1, 465 Auburm Road
Hawthormn Ezst VIC 3123

PO Box 185, Toarak VIG 3142
Telephone: +61 3 8824 8555
wllllambuck.com

.
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William Buck Is an uesociation of indopendent finins, euch trading vader the name of Wialiam Buck gerose ra%!ﬁﬁ%{:_-
Australla nnd New Zaaland with afflilated offloesworkiwide Llablity iimited by 3 schemae approved under GoLHA GLUIRHCE OF
Profeasianal Glandards Legisiation oihes than lor acts ar amisalens of finnncial servicas licannees BREEFIEFLY £ GME



Novatti Pty Ltd

and its controlled entities
ABN 44 100 681 758

Statement of Profit or Loss and Other Comprehensive Income

For the Year Ended 30 dune 2015

Note

Sales revenue
Other income 2

Cost of sales

Other emplovee benefits
Depreciation and amortisation
Occupancy

Finance charges

Foreign currency translation
{losses)/gains

Travel

Marketing

Data management expenses
Joint Venture result

Other expenses

Profit / {loss) before income tax

Income tax (expense}/ benefit 3

Net profit from continuing
operations

Profit/ {ioss) for the year from
discontinued operation after tax

Net profit for the year

Other comprehensive income that may
be subsequently reclassified {o the
profit or loss — foreign currency
gainf{loss) arising on translation of
foreign operation

Total comprehensive income / (ioss)

The Group The Group The Parent The Parent
2015 2014 2015 2014
$ E] $ $
2,398,022 2,126,620 2,392,278 2,126,560
722,072 507,651 722,072 507,651
3,120,084 2,634,271 3,114,350 2,634,211
{393,802) (249,872) (393,739} (249,755)
{2,876,068) {2,402,444) (2,969,090) (2,385,832)
{79,757) (311,663) (79,757) (311,6683)
{99,192) {99,838) (99,182) (99,838)
{4,388) (6,824) {3,768) (6,724)
102,828 (7, 976) 101,870 (7,913)
{113,023) (101,575) (113,023} (101,575)
{83,595} {96,889) (83,181) (95,069)
{103,398) {15,892) (103,398) (15,892)
{20,594) {84, 193) (20,5%94) (84,193)
(221,752) (238,502) {225,257) (259.089)
(872,647) (881,397} (874,779) {962,331)
(71,526) - {71,528) -
{944,173) (881,397) {846,305) {862,331)
{944,173) (581,397) {946,305) (862 ,331)
{844,173} (981,397) (946,305} {962,331)

The accompanying notes form part of these financial statements
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Novatti Pty L.td

and its controlled entities

ABN 44 100 881 7468

Statement of Financial Position

As at 30 June 2015

ASSETS

Current Assets

Cash and cash equivalents
Trade and other receivables
Financial assets

Other assels

Total Current Assets

Non-current Assets
Property, plant and equipment
Intangible assets

Other non current assets

Total Non-current Assets

Total Assets
LIABILITIES

Current Liabilities
Trade and other payables

Employee benefits
Borrowings

Total Current Liabilities

Non-current Liabilities
Employee benefits
Other non current lizbitities

Total Non-current Liabilities
Total Liahilities
NET ASSETS

EQUITY
Issued capital

Retained earnings / {(accumulated losses)

Total Equity

The accompanying notes form part of these financial statements

Note

~ & Gk

@0

11
12
13

12
11

14

The Group The Group The P he Parent
e Parent e raren

2015 2014 2045 2014

$ $ $ $
279,284 368,429 171,007 365,540
1,065,167 876,954 1,080,952 898,254
30,925 72,197 30,925 72,197
264,619 2,640 261,280 424
1,639,995 1,320,220 1,544,164 1,334,415
9,293 8.633 9,293 8,633
. 72,875 - 72,875
140,542 350,061 526,108 396,181
149,835 471,569 835,401 477,689
1,789,830 1,791,789 2,079,565 1,612,104
972,548 313,238 868,232 314,487
164,505 163,372 164,505 163,372
359,707 82,872 492,721 82,872
1,496,760 559,482 1,525,458 580,731
8,384 9,345 8,384 9,345
250,000 - 250,000 -
258,384 9,345 258,384 9,345
1,755,144 568,827 1,783,842 570,076
34,686 1,222,962 295,723 1,242,028
3,458,122 3,458,122 3,458,122 3,458,122
(3,423,436) (2.235,160) (3,162,399) (2.218,084)
34,686 1,222,962 295,723 1,242,028

2015 FINANCIAL REPORT -7 -



Novatti Pty Ltd

and its confrolled entities

ABN 44 100 681 758

Statement of Changes in Equity

For the Year Ended 30 June 2015

Retained
lssued AEarningistI d
Capitat  (Accumulate Total
Losses)

The Group $ 8 $
2015
Opening Balance 3,458,122 {2,235,160) 1,222,962
Comprehensive income
l.oss for the year - (944,173) (944,173)
Loss on Flexewaliet from

acquisition date - (135,794) (135,794}
Retained fosses on Flexewallet at

the date of acquisition - (108,309) (108,309}
Other comprehensive income - - -
Total comprehensive income - {1,188,276) (1,188,276)
Balance at 3¢ June 2015 3,458,122 {3,423,436) 34,686
The Group
2014
Opening Balance 3,458,122 {1,253,763) 2,204,359
Comprehensive income
Loss for the year - (981,397) (981,397)
Totaf comprehensive income - {981,397) (981.397)
Balance at 30 June 2014 3,458,122 {2,235,160) 1,222,962

The accompanying notes form part of these financial statements
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Novatti Pty Ltd

and its controlled entities

ABN 44 100 681 758

Statement of Changes in Equity

For the Year Ended 30 June 2015

Retained
issued Earnings /
. Accumuiated

Capital ( Losses) Total
The Parent $ $ 5
2015
Opening Balance 3,458,122 (2,216,004) 1,242,028
Comprehensive income
Loss for the year - {946,305) (946,305}
Other comprehensive income - - -
Total comprehensive income - {946,305) (9486,305)
Balance at 30 June 2015 3,458,122 (3,162,399} 285,723
The Parent
2014
Opening Balance 3,458,122 {1,253,763) 2,204,359
Comprehensive income
Loss for the year - (962,331) (862,331)
Total comprehensive income - (962,331) {862,331)
Balance at 30 June 2014 3,458,122 {2,216,084) 1,242,028

The accompanying notes form part of these financial statements
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Novatti Pty Ltd
and its controlled entities
ABN 44 100 681 758

Statement of Cash Fiows
For the Year Ended 30 June 2015

The Group
The Group The Parent The Parent

2015 2014 2015 2014
Note % 3 $ &
Cash from operating activities:
Receipts from customers 2,845,398 2435717 2,597,862 2,412,453
Payments to suppliers and employees {3,334,645) (3,323,912) (3,105,414} (3,303,837}
Interest received 11,054 28,904 6,222 28,904
Interest paid (4,388) (6,824) {3,768) (6,724)

Net cash provided by operating

activities (482,581)  (866,115)  (505,098)  (869,004)

Cash flows from investing activities:
Acquisition of property, plant and
equipment - {7,542) {12.392) (7,542) (12,392)
Repayment of loan to related entity - - (82,872} -

Net cash provided by / (used in)

mvesting activities (7.542)  (12.392)  (90,414)  (12.392)

Cash flows from financing activities:
Loans from related pariies 359,707 (245,047} 359,707 (245,047)

Net cash provided by f (used in)
financing activities

359,707 (245,047) 359,707 {245,047)

Net increase { (decrease) in cash held {130,416) (1,123,554) (235,805) (1,126,443)
Cash at the beginning of financial year 440,626 1,564,180 437,737 1,564,180
Effect of exchange rate fluctuations on
cash held - - . -
Cash at end of financial year 310,210 440 626 201,832 A37,737

The accompanying notes form part of these financial statements
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Novatti Pty Ltd

and its controlled entities
ABN 44 100 681 758

Notes to the Financial Statementis
For the Year Ended 30 June 2015

1

Statement of Significant Accounting Policies

General information

The consolidated financial statements and notes represent those of Novatti Ply Litd and controlled
entties (the "Group").

The separate financial statements of the parent entity, Novaiti Pty Lid, have alsc been presented within
thig financial report as permitted by the Corporations Act 2001.

Basis of Preparation

The directors have prepared the financial statements on the basis that the Group is a non-reporting
entity because there are no users dependent on general purpose financial statements. These
financial statements are therefore special purpose financial statements that have been prepared in
order to meet the requirements of the Corporations Act 2001.

The financiat report has been prepared in accordance with the mandatory Australian Accounting
Standards applicable fo entities reporting under the Corporations Act 20071 and the significant

accounting policies disclosed below, which the directors have determined are appropriate to meet

fhe needs of members. Such accounting policies are consistent with the previous period unless
stated otherwise.

The financiai statements, except for cash flow information, have been prepared on an accruals basis
and are based on historical costs unless otherwise stated in the notes.

Going Concern

The financial statements have been prepared on a going concern basis, notwithstanding the fact that
for the year ended 30 June 2015 the company generated a loss of $946,305 (2014 joss of $962,331}
and incurred net cash outflows from operations of $505,008 (2014: outflows of 3869,004). As at 30
June 2015 the company had net assets of $285,723 (2014: §$1,242,028) and positive working capital
of $18,706 (2014: positive working capital of $773,684}. Further for the year ended 30 June 2015 the
group generated z loss of $944,173 (2014: loss of $881,397) and incurred net cash outflows from
operations of $482,581 (2014 cutflows of $866,115). As at 30 June 2015 the group had net assets of
$34,666 (2014: $1,222,962) and positive working capital of $143,235 {2014, positive working capital
of $760,738).

The directors are confident of the ability of the company and the group to continte as a going
concern. In arriving at this posiion, the directors have given consideration to the following aspects
and developmenis in the company and the group's position:

«  Capital raising

The directors pian to raise additicnal equity capital to finance the continued operating and capital
requirements cof the company. Amounts raised will be used to further develop the company and the
group's products and for other working capital purposes. White the Company will extend its best
efforts to raise additional capital to fund all operations for a period of at least 12 months from the
date of this report, the directors can provide no assurances that the company will be able to raise
such sufficient funds,

»  Amounts payable to related parties

The company and the group required strong suppert from associated entities and shareholders to fund
operations during the year. The company and the group’s current borrowings as at 30 June 2015 are
loans from shareholders and asscciated entities.

2015 FINANCIAL REPORT - 11 -



Novatti Pty Ltd

and its confrolied entities
ABN 44 100 681 758

Notes to the Financial Statements
For the Year Ended 30 June 2015

1  Statement of Significant Accounting Policies {(continued)

Going Concern (continued)

in addition a significant portion of the company and the group's total trade payables as at 36 June
2015 represent amounts payables to sharehclders. The shareholders have further agreed not to call
upon these amounts for a period of atleast 12 months from the date of this repori.

*  Positive cash flow forecasts

Notwithstanding that during the year ended 30 June 2015, the company and the group required
strong warking capital support from associated entities and shareholders to fund its ongoing
operations, the directors have reviewed cash flow forecasts which have been prepared to consider a
pericd of at least 12 months from the date of signing of this report and have a reasonable
expectation that the company and the group will generate sufficient cash inflows to support
operational expenditures and contractual commitments.

The directors are confident that the company has taken the necessary steps to ensure that i has
sufficient cash flows to meet commitments for a period of at least 12 months from the date of this
report. Therefore, the financial statements have been prepared on the basis that the company and
the group is a2 going concern, which contemplates ihe continuity of normal business aciivity,
realisation of asseis and the settlement of liabilities in the normal course of business.

Principals of Consoclidation

These are the financial statements of Novatti Pty Ltd (the company) and its controlled entities (the
Group) as at 30 June 2015. Control is achieved when the Group is exposed, or has rights, to
variable returns from its involvement with the investee and has the ability to affect those returns
through its power over the investee. Specifically, the Group controls an investee if and only if the
Group has:

- Power over the investee (i.e. existing rights that give it the current ability to direct the
relevant activities of the investee)

- [xposure, or rights, to variable returns from its invelvement with the invesiee, and
— The ability to use its power over the investee to affect its returns

When the Group has less than a majority of the voting or similar rights of an investee, the Group
considers all relevant facte and circumstances in assessing whether it has power over an investee,
including:

- The contractual arrangement with the other voie holders of the investee
- Rights arising from other centractual arrangements
— The Group's vating rights and potential veting rights

The Group re-assesses whether or not it controls an investee if facts and circumsiances indicate
that there are changes te one or more of the three elements of control, Consolidation of a controlled
entity begins when the Group obtains control over the confrolled entity and ceases when the Group
loses control of the controlled entity. Assets, liabilities, income and expenses of a subsidiary
acquired or disposed of during the year are included in the statement of profit or loss and other
comprehensive income from the date the Group gains control until the date the Group ceases to
contrel the controlled entity.

2015 FINANCIAL REPORT - 12 -



Novatti Pty Ltd

and its confrolled entities
ABN 44 100 681 758

Notes to the Financial Statements
For the Year Ended 30 June 2015

1

Statement of Significant Accounting Policies {continted)

Principals of Consolidation (continued)

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elemenis of control, Consolidation of a subsidiary
begins when the Group obtains control over the subsidiary and ceases when the Group leoses control
of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of
during the year are included in the statement of comprehensive income from the date the Group
gains control until the date the Group ceases to control the subsidiary.

A change in the ownership interest of a subsidiary, without a loss of confrol, is accounted for as an
equity transaction. If the Group leses control over a subsidiary, it:

— De-recognises the assets (including goodwill) and fiabilities of the subsidiary
- De-recognises the carrying amount of any non-contrelling interests

- De-recognises the cumulative translation differences recorded in equity

— Recognises the fair value of the consideration received

— -Recognises the fair value of any investment retained

— Recognises any surplus or deficit in profit or loss

— Reclassifies the parent's share of components previously recognised in QCI to profit or loss or
retained eamings, as appropriate, as would be required if the Group had directly disposed of the
related assets or Liabilities

Goodwill

Goodwill is carried at cost less any accumulated impairment losses. Goodwill is calculated as the
excess of the sum of;

{iy the consideration transferred,

(i) any non-cantroliing interest; and

(i) the acquisition date fair value of any previously held equity interest;
over the acquisition date fair value of net identifiable assets acquired.

The acquisition date fair value of the consideration transferred for a business combination plus the
acouisition date fair value of any previously held equity interest shall form the cost of the investment
in the separate financial statements.

Fair value remeasurements in any pre-existing equity holdings are recognised in profit or loss in the
period in which they arise, Where changes in the value of such equity holdings had previously been
recognised in other comprehensive income, such amounts are recycled fo profit or loss.

The amount of goodwill recognised on acquisition of each subsidiary in which the Group holds less
than a 100% interest will depend on the method adopted in measuring the non-controlling interest,
The Group can elect in most circumstances to measure the noen-controlling inferest in the acquiree
either at fair value (full goodwili methed) or at the non-controlling interest's proportionate share of the
subsidiary's identifiable net assets {proportionate interest method). In such circumstances, the Group
determines which method to adopt for each acquisition and this is stated in the respective notes to
these financial statements disclosing the business combination.

Under the full goodwill method, the fair value of the non-controlling interests is determined using
valuation technigues which make the maximum use of market information where available. Under
this method, goodwill atfributable to the non-controlling interests is recognised in the consclidated
financial statements.
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Novatti Pty Ltd

and its controlled entities
ABN 44 100 681 758

Notes to the Financial Statements
For the Year Ended 30 June 2015

1

{a)

Statement of Significant Accounting Policles (continued)

Goodwill (continued)

Goodwill on acquisition of subsidiaries is included in intangible assets. Goodwill on acquisition of
associates is included in investments in associates.

Refer to Note 1(d} for information on the goodwill impairment test.

Changes in the ownership interests in a subsidiary are accounted for as eqguity transactions and do
not affect the carrying amounts of goodwill.

Ihcome Tax

The income tax expense (revenue) for the year comprises current income tax expense {(income} and
deferred tax expense (income),

Current income tax expense charged t0 the profit or loss is the tax payable on taxable income
calcuisted using applicable income tax rates enacted, or substantially enacted, as at reporting date.
Current tax liabilittes {assets) are therefore measured at the amounts expected to be paid to
(recovered from) the relevant taxation authority.

Deferred income tax expense reflects movements in deferred tax asset and deferred tex liability
balances during the year as well as unused tax losses.

Current and deferred income tax expense (income) is charged or credited directly fo eguity instead
of the profit or loss when the tex relates o items that are credited or charged directly to equity.

Deferred tax assets and liabilities are ascertzined based on temperary difierences arising between
the tax bases of assets and liabilities and their carrying amounts in the financial statements.
Deferred tax assets also result where amounts have been fully expensed but future tax deductions
are available. No deferred income tax will be recognised from the initial recognition of an asset or
liability, excluding & business combination, where there is no effect on accounting ot taxable profit or
loss.

Deferred tax assefs and liabilities are calculated at the fax rates that are expected to apply to the
period when the asset is realised or the liability is seitfed, based on tax rates enacted or
substaniively enacted at reporting date. Their measurement also refiects the manner in which
management expects to recover or settle the carrying amount of the related asset or liability.

Deferred tax assets relating to temporary differences and unused tax losses are recognised only fo
the extent that it is probable that future taxable profit will be available against which the benefits of
the deferred tax asset can be utilised.

Where temporary differences exist in relation to investments in subsidiaries, branches, associates,
and joint ventures, deferred tax assets and liabilities are not recognised where the timing of the
reversal of the temporary difference can be controlled and it is not probable that the reversal will
occur in the foreseeshle future.

Current tax assets and lizbilities are offset where a legally enforceable right of set-off exists and it is
intended that net settlement or simultaneous realisation and settlement of the respective asset and
liability will occur. Deferred tax assets and lisbilities are offset where a legaily enforceable right of
set-off exists, the deferred tax assets and liabilities relate to income taxes levied by the same
taxation authority on either the same taxabie entity or different taxabie entity where it is intended that
net setiement or simultaneous realisation and setflement of the respective asset and liability will
ocour in fulure periods in which significant amounts of deferred tax assets or liabilities are expected
to be recovered or setiled.
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Novatti Pty Ltd

and its controlled entities
ABN 44 100 681 758

Notes to the Financial Statements
For the Year Ended 30 June 2015

1

(a)

(b)

{c)

Statement of Significant Accounting Policies {continued)

Income Tax (continued)
Tax Consolidation

The parent entity and its controlled entities have formed an income tax consolidated group under the
tax consolidation legislatiors. The parent entity is responsible for recognising the current tax fiabilities
and deferred tax assets arising in respect of tax losses, for the tax consclidated group. The tax
consolidated group has also entered a tax funding agreement whereby each company in the group
contributes to the income tax payable in proportion to their contribution to the net profit before tax of
the tax consolidated group.

In addition to #s own current and deferred tax amounts, the head entity alsc recognises the current
tax fiabilities (or assets) and the deferred tax assets arising from unused tax losses and unused tax
credits assumed from controlled entities in the tax consolidated group.

Assets or liabilities arising under the tax funding agreements with the fax consolidaied entities are
recognised as amounts receivable from or payable to other entities in the tax consolidated group.

The tax funding arrangement ensures that the intercompany charge equals the current tax liability or
benefit of each tax consolidated group member, resulting in neither a contribution by the head entity
to the subsidiaries nor a distribution by the subsidiaries to the head entity.

Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of manufactured
products includes direct materialg, direct labour and an appropriate portion of variable and fixed
overheads. Overheads are applied on the basis of normatl operating capacity. Costs are assigned on
an average cost basis,

Property, plant and equipment
Froperty
Freehold land and buildings are carried at cosis less accumutated depreciation for buildings.

Increases in the carrying amount arising on revaluation of land and buildings are credited to a
revaluation surplus in equity. Decreases that offset previous increases of the same asset are
recognised against revaluation surplus directly in equity; all other decreases are recognised in profit
or loss.

Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying
amount of the asset and the net amount is restated te the revalued amcunt of the asset.

Flant and equipment

Plant and equipment are measured on the cost basis and therefore carried at cost less accumulated
depreciation and any accumulated impairment. In the event the carrying amount of plant and
equipment is greater than the estimated recoverable amount, the carrying amount is written down
immediately o the estimated recoverabie amount and impairment losses are recognised either in
profit or loss or as a revaluation decrease if the impairment losses relate to a revalued asset. A
formal assessment of recoverabie amount is made when impairment indicators are present.

The carrying amount of plant and equipment is reviewed annually by directors to ensure it is not in
excess of the recoverable amount from these assets. The recoverable amount is assessed on the
basis of the expected net cash flows that will be received from the asset's empioyment and
subsequent disposal. The expected net cash flows have been discounted to their present values in
determining recoverable amounts.
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Novatti Pty Ltd

and its controlled entities
ABN 44 100 681 758

Notes to the Financial Statements
Faor the Year Ended 30 June 2015

1

(c)

{d}

Statement of Significant Accounting Policies {continued}

Property, plant and equipment (continued)

The cost of fixed assets constructed within the Group includes the cost of materials, direct labour,
borrowing cosis and an appropriate proportion of fixed and variable overheads.

Subseguent cosis are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
to the Group and the cost of the item can be measured reliably. All other repairs and maintenance
are recognised as expenses in profit or loss during the financial period in which they are incurred.

Depreciation

The depreciable amocunt of all fixed assets, exciuding freehold land, is depreciated on a straight-line
basis over the asset’'s usefut life to the Group commencing from the time the asset is held ready for
use. Leasehold improvements are depreciated over the shorter of either the unexpired period of the
lease or the estimated useful lives of the improvements.

The estimated useful lives for the current period are as fallows:

Leaseheld improvements 2 years
Property and equipment 1-12 years
Fixtures and Fittings 1-12 years

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the end of
reporting period.

An asset's carrying amount is wriiten down immediately o its recoverable amount if the asset's
carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount.
These gains or losses are included in profit or loss staternent in the period in which they arise. When
revalued asseis are sold, amounts included in the revaluation reserve relating to that asset are
transferred to retained earnings.

Intangible assets
Other intangibie assels

Other intangible assets that are acquired by the Greup and have finite useful lives are measured at
cost less accumutated amortisation and impairment iosses.

Subsequent expenditure

Subsequent expenditure is capitalised only when it increases the future ecenomic benefits embodied
in the specific asset to which is relates. All other expenditure, including expenditure on internally
generated goodwili and brands, is recognised in profit or loss as incurred.

Amecttisation
Amortisation is based on the cost of an asset less its residual value.

Amoriisation is recognised in profit or loss on a straight-line basis over the estimated useful lives of
intangible assets, other than goodwill, from the date they are avaitable for use. The estimated useful
lives for the current period are as follows:

» Research and Development 5 years

Amortisation methods, useful lives and residual lives are reviewed at each reporting date and
adjusted if appropriate.

2015 FINANCIAL REPORT - 16 -



Novatti Pty Ltd

and its controlled entities
ABN 44 100 681 758

Notes to the Financial Statements
For the Year Ended 30 June 2015

Statement of Significant Accounting Policies {continued)

(e)

Financial Instruments
Recognition and inftial measurement

Financial assets and financial labiliies are recognised when the entity becomes a party to the
contractual provisicns to the instrument. For financial assetls, ihis is equivalent to the date that the
company commits itself to either the purchase or sale of the asset (ie trade date accounting is
adopted). Financial instruments are initially measured at fair value plus transaction costs, except
where the instrument is classified “at fair value through profit or loss®, in which case transaciion
costs are expensed te profit or loss immediately.

Classifieation and subsequert measurement

Financial instruments are subsequently measured at fair value, amortised cost using the effeciive
interest method, or cost.

Amortised cost is calculated as the amount at which the financial asset or financial fiability is
measured at initial recognition less principal repayments and any reduction for impairment, and
adjusted for any cumulative amortisation of the difference between that initial amount and the
maturity ameunt calculated using the effective interest method.

fair value is determined based on current bid prices for all quoted investments. Valuation
techniques are applied to determine the fair value for all unlisted securities, including recent arm's
length transactions, reference fo similar instruments and option pricing models.

The effective interest method is used to allocate interest income or interest expense over the
relevant peried and is equivalent fo the raie that discounts estimated future cash payments or
receipts (including fees, transaction costs and other premiums or discounts) over the expected life
(or when this cannot be refiably predicted, the contractual term) of the financial instrument to the net
carrying amount of the financial asset or financial liahility. Revisions to expected future net cash
flows will necessitate an adjustment to the carrying amount with a consequential recognition of an
income or expense item in profit or loss.

The Group does not designate any interests in subsidiaries, associates or joint venture entities as
being subject to the requirements of Accounting Standards specifically applicable to financial
instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market and are subsequenily measured at amortised cost. Gains or
losses are recognised in profit or loss through the amoriisation process and when the financial asset
is derecognised.

Financial lizbilities

Non-derivative financiai liabilities other than financial guarantees are subsequently measured at
amortised cost. Gaing or losses are recognised in profit or loss through the amortisation process and
when the financial liability is derecognised.
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Novatti Pty L.td

and its controlled entities
ABN 44 100 681 758

Notes to the Financial Statements
For the Year Ended 30 June 2015

1

4]

Staternent of Significant Accounting Policies {continued)

impairment of Assets

At the end of each reporting period, the Group assesses whether there is any indication that an
asset may be impaired. The assessment will include the consideration of external and internal
sources of information including dividends received from subsidiaries, associates or jointly controlled
enfities deemed to be cut of pre-acquisition profits. If such an indication exists, an impairment test is
carried out on the asset by comparing the recoverable amount of the asset, being the higher of the
asset's fair value less costs to sell and vaiue in use, to the asset's carrying amount. Any excess of
the asset's carrying amount over its recoverabte amount is recognised immediately in profit o loss,
unless the asset is carried at a revalued amount in accordance with another Standard (eg in
accordance with the revaluation model in AASB 116 Properiy, Plant and Equipment). Any
impairment loss of a revalued asset is treated as a revaluation decrease in accordance with that
other Standard.

Where it is not possible to estimate the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the cash-generating unit io which the asset belongs.

Impairment testing is performed annually for goodwill, intangible assets with indefinite lives and
intangihle assets not yet available for use.

{9)

{n)

(i

®

Employee Benefits

Provision is made for the Group's liability for employee benefits arising from services rendered by
employees to the end of the reporiing period. Employee benefits that are expected fo be setiled
within one year have been measured at the amounts expected to be paid when the liability is settled.
Employee benefits payable later than one year have been measured at the present value of the
estitnated future cash outflows to be made for those benefits. In determining the liability,
consideration is given to employee wages increases and the probability that the employee may
satisfy any vesting requirements. Those cash fiows are discounted using market yields on national
government bonds with terms to maturity that match the expected timing of cash flows atiributable to
employee benefits.

Provisions

Provisions are recognised when the Group has a legal or constructive obligation, as a result of past
events, for which it is probabte that an outflow of economic benefits will result and that outflow can
be reliably measured.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, deposits held at call with banks, other short-term
highly liquid investments with criginal maturities of three menths or less, and bank overdrafts. Bank
overdrafis are shown within short-term borrowings in current liabilities on the statement of financiat
position,

Borrowing Cost

Borrowing costs directly atiributable to the acquisition, construction or production of assets that
necessarily take a substantial period of time to prepare for their intended use or sale are added to
the cost of those assets, until such time as the assets are substantially ready for their intended use
or sale.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
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Notes to the Financial Statements
FFor the Year Ended 30 June 2015

(K)

{

{m)

Statement of Significant Accounting Policies (continued)

Revenue and Cther income

Revenue is measured at the fair value of the consideration received or receivabie after taking into
account any trade discounts and volume rebates allowed. Any consideration deferred is freated as
the provision of finance and is discounted at a rate of interest that is generally accepted in the
market for similar arrangements. The difference between the amount initially recognised and the
amount ulfimately received is interest revenue.

Revenue from the sale of goods is recognised at the point of delivery as this corresponds fo the
transfer of significant risks and rewards of ownership of the goods and the cessation of ali
involvement in those goods.

Interest revenue is recognised using the effective interest rate method, which, for floating rate
financial assets is the rate inherent in the instrument. Dividend revenue is recognised when the right
to receive a dividend has been established.

All revenue is stated net of the amount of goeds and services tax (GST).

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 Australian Taxation Office. In these
circumstances the GST is recognised as part of the cost of acquisition of the asset or as part of an
itern of the expense. Receivables and payables in the balance sheet are shown inclusive of GST.
Cash flows are presented in the cash flow statement on a gross basis, except for the GST
component of investing and financing activities, which are disclosed as operating cash flows.

Critical Accounting Estimates and Judgements

The directors evaluate estimates and judgments incorporated into the financial report based on
historical knowledge and best available current information, Lstimates assume a reasonable
expectation of future evenis and are based on current trends and economic data, obtained both
externally and within the company.

Provision for doubtful debts

The directors have reviewed the carrying amount of the trade receivabies during the financial year
and determined that the trade receivables will be recoverable. Refer to note 5.

Estimation of useful lives of assets

The Group determines the estimated useful lives and related depreciation and amortisation charges
for its property, plant and equipment and finite life intangible assets. The useiul lives could change
significantly as a result of technical inngovation or some other event. The depreciation and
amortisation charge will increase where the useful lives are less than previously estimated lives, or
technically obsolete or non-strategic assets that have been abandened or sold will be written off or
wriften down.

Impairment of infangible assets other than goodwill

The Group tests annually or more frequently if events or changes in circumstances indicate
impairment whether intangible assets other than goodwill have suffered any impairment. If an
impairment trigger exists, the recoverabie amount of the assets is determined. This require the use
of assumplions, including estimated discount rates based on the current cost of capital and growth
rates of the esimated future cash flows.
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Notes to the Financial Statements
For the Year £nded 30 June 2015

2 Profit before income tax

a) Otherincome
- Interestincome
- Research & Development refund
- Other

b) Significant expenses

The fellowing significant expense items are relevantin
explaining the financiai performance:

- Costof sales
- " Employee benefits expenses
- Depreciation and amortisation

3 Income tax expense / {benefit)
Current tax expense
Deferred tax benefit

4 Cash and cash equivalents
Cash at bank and in hand

5 Trade and other receivables
CURRENT

Trade and other receivables
Other receivahles

6 Financial assets
Term deposits

The Group The Group  The Parent The Parent
2015 2014 2015 2014
$ 3 $ 3
11,054 28,904 6,222 28,904
701,362 436,877 701,362 436,877
14,487 41,870 14,487 41 870
726,903 507,651 722,071 507,651
393,802 249,872 393,739 249,557
2,976,068 2,402,444 2,969,090 2,385,832
79,757 311,663 79,757 311,663
279,284 368,429 171,007 365,540
279,284 368,429 171,007 365,540
665,187 774,329 680,952 783,629
400,000 102,625 400,000 102,625
1,065,167 876,954 1,080,952 896,254
30,825 72197 30,925 72,197
30,925 72,197 30,925 72,197
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Notes to the Financial Statements

For the Year Ended 30 June 20156

7 Other assetis

Deposits
Bank Guarantee

8 Property, plant and equipment

Flant and equipment at cost

Less accumulated depreciation

Fixtures and Fitiings &t cost

Less accumulated depreciation

Total property, plant and equipment

9 Intangible assets

Research and Development

Less accumulated amortisation

Total intangible assets

10 Other non current assets

Loan to TransferBridge Fiy Lid

Sharehalder Loans
investment in Joint Venture
toan — JV Partner
investment - other

Shares in TransferBridge Pty Ltd

Shares in Flexewsliet Pty Ltd

Other non current assets

The Group The Group  The Parent The Parent
2015 2014 2015 2014
$ $ $ $

4,895 2,640 1,556 424
259,724 - 259,724 -
264,619 2,640 261,280 424
397,799 380,258 397,799 390,258
{388,506} {381,625) (388,506) (381,825}
9,293 8,633 9,293 8,633
18,133 18,133 18,133 18,133
{18,133) (18,133) (18,133} (18,133}
9,293 8,633 9,293 8,633

1,787,110 1,787,110 1,787,110 1,787,110

(1,787,110} {1,714,235) (1,787,110} (1,714,235)

- 72,875 - 72,875

- - 57,547 -

- 327,819 . 327,919

24,331 - 24,331 -

116,241 62,142 116,211 62,142

. - - 6,020

- - 100 100

- - 327,919 -

140,542 390,081 526,108 396,181
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11 Trade and other payables-Current

Trade payable and other liabiliies
Sundry creditors and accruals
Unearned revenue

11 Trade and other payables-Non Current

Trade payable and other liabilities

12 Employee benefits
CURRENT
Employee provisions

NON-CURRENT
Employee provisions

13 Borrowings

Loan from associates
Loan from Flexewallei Piy .id
L.oan from Shareholder

The Group  The Group The Parent The Parent
2015 2014 2015 2014
$ % $ 5
438,811 72,293 429,326 72,293
408,516 179,846 312,985 181,005
125,921 61,009 125,921 61,099
972,548 313,238 868,232 314,487
250,000 - 250,000 -
164,505 163,372 164,505 163,372
164,505 163,372 164,505 163,372
8,384 9,345 8,384 9,345
8,384 9,345 8,384 9,345
100,000 - 100,000 -
. 82872 133,014 82,872
259,707 - 259,707 -
359,707 62,872 492,721 52,872
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14 Issued capital

The Group The Parent  The Parent

The Group
2615 2014 2015 2014
$ 3 $ $

3,458,112 fully paid ordinary shares (2013: 3,458,112) 3,458,112 3,458,112 3,458,112 3,458,112

The company does not have authorised share capital or par value in respect of its issued shares. All
issued shares are fully paid.

Ordinary shares pariicipate in dividends and the proceeds on winding up of the company in preportion o
the number of shares held.

At the shareholders' meetings each ordinary share is entitled to one vote when a pell is called, otherwise
each shareholder has cne vote on a show of hands.

15 Events subsequent fo the end of the reporting period

No other matters or circumnstances have arisen since the end of the financial year which significantly
affected or may significantly affect the operations of the Group.

16 Capital and leasing commitments The Group The Group  The Parent The Parent
2015 2014 2015 2014
$ 3 $ $

Minimum payments for operating leases

Less than 12 months 89,532 94,048 89,532 94,048
Between 12 months and 5 vears 94,009 183,541 84,0609 183,541
More than 5 years

Tetal minimum lease payments 183,541 277,587 183,541 277,587

The Group leases various offices, technical and office equipment under non-canceilable operating leases
expiring within 1 to 6 years. The leases have varying terms, escalation clauses and renewabie rights. On
renewal, the terms of the leases are renegotiated.

17 Contingent liabilities

A potential contingent liability may exist in respect to a service provider. The Company, in these fiscal year
2015 statutory accounts, has provided for what it believes to be an adequate amount to relieve its liability.
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18 Group entities

Country of Percentage Owned (%)*
Incorporation
2015 2014
Parent eniity
Movatti Pty Lid Australia
Significant subsidiaries
Flexwallet Pty Lid Australia 100 -
TransferBridge Pty Ltd Australia 100 106

{TransferBridge incorporated February 12, 2014)
{Flexewallet Pty Ltd acquired June 26, 20158)

* Percentage of voting power in proportion to
ownership

19 Business Combination

Flexewallet Pty Lid

Cn June 26, 2015, Novatii Pty Ltd acguired 100% of Flexewailet Pty Ltd, a business owned by three
related party entities of Novatti Pty Lid. The primary reason for the acquisition was strategic, as
Flexewallet is licensed to utilise the Novatti billing platform.

The purchase consideration of $327 918 was paid for as a debt for equity swap, there was no cash costs
incurred in the transaction.

The fair value of the identifiable assets and liabilities of Flexewallet Pty Ltd at the date of acquisition were

as follows!
Recognised on  Carrying Value
acquisition $ $

Cash and cash equivalenis 103,694 103,694

Trade and other receivabies 136,531 136,531

Total 240,225 240,225

Trade and other payables (102,266) (102,268)

Total (102,2686) {102,286}

Fair value of identifiable nef assefs acquired 139,959 137,859

There were no direct costs in respect of the acquisition,
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Directors' Declaration

The directors have determined that the company is not a reporting entity and that this special purpose financial
report should be prepared in accordance with the accounting policies described in Note 1 to the financial
statements.

The directors of the company deciare that:
1. The financiaf statements and notes are in accordance with the Corporations Act 2001 and:
{8) comply with Accounting Standards; and

(b} give a true and fair view of the company's financial position as at 3¢ June 2015 and of its performance
for the year ended on that date in accordance with the accounting policies described in Note 1 {o the
financiat statements.

2. In the directors' opinion, there are reascnable grounds to believe that the company will be able to pay its
debts as and when they become due and payable.

This deciaration is made in accerdance with a resolution of the Board of Directors.

Director

Dated this 21% September, 2015
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF NOVATTI PTY LTD AND
CONTROLLED ENTITIES

Report on the Financlal Report

We have audited the accompanying financial report on pages 6 to 25, being a special purpose
financiat report of Navatti Py Lid (the Company), which comprises the statement of financial
position as at 30 June 2015, the statement of profit or loss and other comprehensive income,
the statement of changes in equily and the statement of cash flows for the year then ended,
notes comprising a summary of slgnificant accounting policies and other explanatory
Infermatlon, and the diractors’ declaration of the company and the consolidaled entity
comprising the company and the entities it controlled at the year's end or from time to time
during the financial year.

Direclors’ Responsibility for the Financial Report

The directors of the company are responslble for the preparation of the financial report that
gives a frue and fair view, and have determined that the basis of preparation described in Nofe
1 to the financial repart is appropriate to mest the requirements of the Corporations Act 2004
and is eppropriale to meet the needs of the members.

The directors’ responsibility also includes such internal control as the directors determine Is
necessary o enable the preparation of a financial report that gives a true and fair visw and is
free from material misstatement, whether due to fraud or emror.

Auditor's Responsibifity

Our responsibillty is fo express an opinion on the financial report based on our audit. We have
conducted our audit in accordance with Australlan Auditing Standards. Those standards
reguire that we comply with relevant ethical requirements relaling to audit engagements and
plan and perform the audit to obtain raasonable assurance about whether the financial report is
frae from material misstatement.

An audit involvas performing procedures to obtain audit evidence about the amounts and
disclosures in the financial repart. The procedurss selecled depend on the auditor's
judgement, including the assessment of the risks of material misstatement of the financial
report, whather due to fraud or error. in making those risk assessments, the auditor considers
internat control relevant to the entity’s preparation of the financial report that gives a irue and
fair view in order to design audit procedures that are appropriate In the circumstances, but not
for the purpose of expressing an opinlon on the effectivenass of the entlity’s intamal control. An
audlt also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evalualing the
overall presentation of the financial report.

Wa bslievs that the audit evidence we have obtained is sufficient and appropriale to provide a
basis for cur audit opinion.

William Bueh Is wi 2sxodiation of fridupendent ilans, each rading undar Ihe numa of Willam Buck across
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF NOVATTI PTY LTD AND CONTROLLED
ENTITIES {CONT)

Indepondance
- In eonducting our audit, we have complied with the independence requirements of the Corporations Act 2001.

Auditor's Opinion

In cur opinion the financial report of Novalti Pty Lid on pages 8 to 25 is in accordance with the Corporations Act

2001, including:

a} giving a true and falr view of the Company and consolldated entity’s financial position as at 30 June 2015
and of its performance for the year ended on that date; and

b} complying with Australian Accounting Standards to the extent described in Note 1 and the Corporations
Regulations 2001.

Emphasis of Matter

Wilhout modifying our opinion, we draw attention to Note 1 in the financlal report which indicates that the
company incurred a net loss of $846,305, and generated net cash outflows of $505,098 during the year ended 30
June 2015, The consalidated entity alse incurred a net loss of $944,173, and generated nat cash outflows of
$482,581 during the year endad 30 Jurie 2015, These conditions, along with other matiers as set forth in Note 1,
Indicate the existence of a material uncertainty that may cast significant doubt about the company and the
consolidated entity’s abllity fo continue as a going concem and therefore the company and the consolidatad
entity may be unable {o realise thelr assets and discharge their liabllities in the normal course of business.

Basis of Accounting

Withoul modifying our apinion, we draw attention to Note 1 fo the financial report, which describes the basis of
accounting. The financlal report has been prepared for the purpose of fulfilling the direstors’ financial reporting
responsibilities under the Corporations Act 2001. As a result, the financial report may not be suitable for ancther
purpose.

Matters Relaling fo the Electronic Presenfation of the Audiled Financial Report

This auditor's report relates to the financial report of Novatti Pty Ltd for the year ended 30 June 2015 included on
Novatli Pty Lid's web slte. The company's directors are responslble for the Integrity of the Novatl Pty Ltd's web
site. We have not been engaged to report on the Integrity of the Novatti Pty Lid's web site. The auditor's report
refers only to the financial report. It does not provide an oplnion on any other Information which may have been
hyperlinked toffrom these statemants. If users of this report are concerned with the inherent risks arising from
electronic data communications they are advised fo refer to the hard copy of the audited financial report to
confirm the information included in the audited financial report presented on this web site,

V\/\\ P, g—:l{.__ ' .

Willtam Buck Audit (Vic) Pty Ltd

ABN? 151136

Jeffrey C. LucKins
Director
Dated this 215 day of September, 2015



