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DIRECTORS’ REPORT

Directors’ report

The Directors of Urbanise.com Limited (Urbanise) present their report together with the consolidated annual financial
report of the Company for the year ended 30 June 2018 and auditor’s report thereon. This financial report has been
prepared in accordance with Australian Accounting Standards and International Reporting Standards (IFRS), as issued by
the International Accounting Standards Board (IASB).

Information on Directors and Company Secretary

Almero Strauss
Executive Chairman (appointed as Director on 8 February 2017 and Executive Chairman on 3 April 2018)

Almero joined the board of Urbanise on 8 February 2017 and was appointed Executive Chairman on 3 April 2018. Almero
is a director and an executive member of the Mertech Group’s investment team since 2008. Mertech is a private
investment group that was founded in 1980. From a single, start-up business, Mertech has grown a diversified investment
portfolio with significant interests in companies in the technology, commercial property, financial services, fintech,
renewable energy, mining and logistics industries. Almero represents Mertech on the Board of Infotech, one of South
Africa’s oldest technology companies.

Almero also represents Mertech on the Boards of Mobile Data (develop and manages TradeSwitch®, a virtual product
distribution platform), Renewable Energy Holdings (the foremost independent developer and long-term investor in the
hydropower sector in South Africa), Mertech Marine (a world leader in the recovery, dismantling and recycling of out-of-
service deep sea telecommunication cables), and Tala Resource Development (a greenfield and brownfield mineral
developer in the Southern African region).

Having initially qualified and worked as an electronic engineer, Almero obtained pre and postgraduate accountancy
qualifications from the University of Cape Town before launching his career in strategy and management consulting. During
his career Almero has worked with leading international firms Bain & Company and Deloitte in South Africa and the USA.
Almero was a founding member of Decipher Consulting, a South African niche consulting firm, where he was an executive
director of the business. Almero is a member of the Audit and Risk Committee.

Russell Bate OAM
Non-Executive Director

With more than 35 years in the IT industry, Russell held senior management positions in both hardware and software
companies, retiring from full time employment in 2002 as Vice President Product Sales Operations — Asia Pacific for the US
multinational Sun Microsystems (“Sun”). He was responsible for direct sales operations in Sun’s Asia Pacific region, an area
that included Australasia, China, the Indian sub-continent, Japan and Korea. Russell joined Sun in 1992 and was appointed
Australasian Managing Director in 1994. He managed the Australasian operation through five years of record growth. In
2000 Russell was awarded Sun’s prestigious Leadership Award and was elected to Sun’s Leadership Council and was
promoted to the position of Vice President — Product Sales Operations for Asia Pacific and became the first Australian to be
made a Vice President at Sun. Since his retirement Russell has retained a close association with the technology industry.
Russell is a former board member and past Chair of Musica Viva Australia, Australian Distributed Incubator, CR X Pty. Ltd.
and Field and Game Australia and was a board member of the Australian Broadcasting Corporation and the Australian
Information Industry Association.

Russell is Chair of the Audit and Risk Committee and a member of the Remuneration and Nomination Committee.

Gary Bugden OAM
Non-Executive Director (appointed 3 April 2018)

Gary is a specialist strata titles lawyer and former partner and National Board member of international law firm, Mallesons
Stephen Jaques (now King & Wood Mallesons). He has been an independent director of a number real estate development
and investment companies, including Australian subsidiaries of the Malaysian listed Selangor Properties Berhad. He served
as Deputy Chancellor of Bond University for 6 years and was a member of its Audit and Risk Management Committee.

Gary successfully started up companies in Australia and overseas with strata related businesses including management,
technology, development consulting and records inspection (due diligence). A number of these companies are still
prominent in the strata title business landscapes. Mystrata Pty Ltd, acquired by Urbanise in 2015, was one of those
companies.
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Gary has written 3 loose-leaf services on strata law and 4 books on strata management, all published by CCH Australia
Limited. He has been a regular speaker at strata related conferences in Australia and overseas. With a depth of knowledge
and experience in the strata sector, Gary is sought out as a consultant by numerous Governments in Australia, Asia, Pacific
region, Middle East and Europe. He has a deep knowledge of the strata title management sector in Australia and the
overseas countries in which Urbanise operates.

Gary is a member of the Remuneration and Nomination Committee and the Audit and Risk Committee.

Pierre Goosen
Non-Executive Director (appointed 3 April 2018)

Pierre is the managing director of Argosy Capital, a European based private equity and venture capital business and is also
an independent advisor to the Mertech Group investment committee. Pierre is an admitted attorney in South Africa and
solicitor in England and Wales. Pierre has significant professional experience as a commercial, private equity and funds
lawyer at pre-eminent international law firms, having negotiated a variety of significant transactions with complicated
investor and shareholder dynamics.

Pierre is based on the Isle of Man and serves as a director on a number of boards of private and listed companies in which
Argosy is an investor.

Pierre is a member of the Remuneration and Nomination Committee and the Audit and Risk Committee.

Anthony Scotton
Chairman (resigned 3 April 2018)

Henry Arundel
Executive Director (appointed as CEO on 21 August 2017 and Executive Director on 7 September 2017)
(resigned 3 April 2018)

Benjamin Churchill
Non-Executive Director (resigned 7 September 2017)

Robert Gordon Cumming
Chief Product Officer (resigned 3 April 2018)

David Bruce Burlington
Non-Executive Director (resigned 22 January 2018)

Company secretary

Kim Clarke held the position of company secretary of Urbanise.com Limited at the end of the financial year. Kim is an
experienced business professional with 23 years’ experience in the Banking and Finance industries and 8 years as a
Company Secretary of an ASX300 company. Her experience includes debt and capital raising, risk management, mergers
and acquisitions, compliance and governance. Kim currently acts as Company Secretary to various ASX listed and unlisted
companies in Australia and is the Head of Corporate Services for Boardroom’s Queensland office.
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Directors’ meetings

The number of Directors’ meetings (including meetings of Board Committees) and the number of meetings attended by
each of the Directors of the Company held during the financial year are detailed in the following table:

Name Directors' Meetings Audit an_d Risk Remuneration ar_ld Nomination
Committee Committee
Eligible Attended Eligible Attended Eligible Attended
Almero Strauss 10 10 5 5 2 2
Russell Bate 10 10 5 5 2 2
David Burlington 5 5 5 5 1 2*
Henry Arundel 7 8* - 1* - 2*
Robert Cumming 6 8* - 1* - -
Anthony Scotton 8 5 5 2 2
Pierre Goosen 2 1 1 1 1
Gary Bugden 2 1 1 1 1

*Attended by invitation

Directorships of other listed companies

Directorships of other listed companies held by Directors in the 3 years immediately before the end of the financial year
are as follows:

Name Company Urbanise Office

Russell Bate nil Non-Executive Director
Gary Bugden nil Non-Executive Director
Pierre Goosen nil Non-Executive Director
Almero Strauss nil Executive Chairman

Principal activities

Urbanise is a leading provider of industry specific cloud-based software platforms designed and developed for the Strata,
Facilities Management, Utilities and Insurance industries.

Review of Operations

The Group continued investment in staff and operational infrastructure in existing geographies to position for significant
growth with large client opportunities, and to build scale. In addition, the Group continued its significant investment into
product development, processes and systems to support customers in each geography.

The strategy continued to be successful in the Australian, Middle Eastern and South African markets where considerable
investment was made in the improvement and localisation of Urbanise’s platforms to continue support for client contracts.

The Group maintained its existing footprint in Australia, South Africa and the UAE. The offshore software development
team in Bulgaria was reduced with the sale of the Devices business while the small satellite office in Singapore was closed.

Global Headcount reduced from 123 to 68 in line with the sale of the devices business and the rationalisation program
announced on 9 March 2018. Under the plan:

e the staffing levels across all levels of the business have been reviewed and right sized, including the executive

team to better align its personnel cost to the forecasted revenue and development requirements;

e divest the cash draining Devices business;

. rationalising occupancy cost in Dubai and Singapore;

e rightsizing and optimising IT spend; and,

e minimising discretionary spend for non-business critical activities.
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Capital Raising

On 28 November 2017 Urbanise completed a fully underwritten rights issue of 176,943,850 shares at an issue price of 4
cents per share, raising funds of $7,077,754. The rights issue closed with 103,715,686 shares issued to existing
shareholders and 73,228,164 to the underwriters, Argosy Capital Limited and KTM Capital Limited. Argosy Capital Limited
increased their shareholding to 33.74% following the rights issue.

On 29 August 2018 Urbanise announced a fully underwritten non-renounceable 3.5 to 1 rights issue of 151,666,157 shares
at an issue price of 2.7 cents per share, raising funds of $4,094,986 before costs. The proceeds of this capital raising will be
applied to complete the first phase of the Strata renewal, develop new features and applications for all products and fund
the operations of the Group for the next year.

Financial performance

The Group delivered revenues and other income of $6.5 million ($7.0 million before accounting for a credit note of $0.5
million relating to a regional operator licence (ROL) recognised in the 2016 financial year). Sales revenue increased by 17%
(28% before accounting for reversal of the ROL of $0.5m) and Sales revenue and other income increased by 29% (40%
before accounting for reversal of the ROL of $0.5m).

The reported net loss after tax of $27.6 million (2017: 36.3 million loss) was driven by several factors including:

e the continued investment in new product features, improving existing products and developing new products;
e |ower capitalisation of employee cost;

e ashortfall in revenue due to a longer than anticipated sales cycle of the software platforms;

e underperformance of reseller and partner networks;

e implementation delay as clients wait for the new release of the Strata product; and

e  costincurred due to the restructure in Q4.

Capital and financial structure

At 30 June 2018 Urbanise had a net cash position of $3.1 million with no external debt or borrowings.
Business strategies and prospects

Urbanise will continue to focus on growing its recurring revenue over the next twelve months. Contracted revenue is
expected to increase significantly through continued growth of the Australian strata market, market share gains in the
Australian facilities management market and greater penetration of the Urbanise Analytics and Urbanise Utilities
platforms.

The Board believes that the strategic initiatives undertaken over the last year position the Group well to deliver increased
shareholder value over the medium to long term. Clear strategies are in place which, under the direction of sound
leadership, ensure that the Group is well poised for future success.
In the coming financial year, Urbanise will continue to build on its solid foundation:
e Implemented expense rationalisation programs and a renewed focus on the core Urbanise product set during Q4
FY18 significantly reduced cash outflow with a full year impact in FY 2019;
e  Sales of the devices business reduced the cost base significantly;
e  The Strata renewal and improvement program now ready for deployment in Q2 of FY 2019 with further
enhancement continuously being deployed;
e  Full year impact of the new Urbanise Analytics platform deployed during FY 2018 and further building on the
success of the first year;
e  Focus on the further deployment of the Urbanise Utilities platform following the success of the Similan
implementation in FY 2018
e  Leadership team focused on sales strategy to target short term and recurring revenue opportunities; and
e  Monitor the cashflow impact of the cost reduction program and new sales.

Leveraging Recent Successes
The recent contract wins in Australia, Middle East and South Africa are examples of rollouts which will capture large

sections of the residential and commercial value chains. Urbanise’s delivery models are readily transferrable across the
Group’s current global footprint and beyond.
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Investment in Research and Development

Urbanise will continue to invest in product development to enhance existing solutions, expand the number of features and
applications provided and develop new solutions. Urbanise is focussed on continuous improvement which includes offering
customers upgrades designed to enable our customers to benefit from ongoing innovations.

Build scale

Urbanise has invested in operations in the Australasia, Middle East and South African regions, and will continue to grow

scale in these regions while some of the development function remain in Bulgaria. Further geographic expansion will occur
only after critical mass has been achieved in the current geographies.

Significant changes in the state of affairs

Urbanise sold its Devices business effective 1 April 2018. The sales price was $436,711 of which $350,000 was paid in cash
and $86,711 payable in cash, 12 months from the effective date. The assets in this business unit was fully impaired at 30
June 2017. As part of the agreement, Urbanise’s customers will have continued access to the |OT solutions. The sale

reduced ongoing operational expenditures and remove the large capex associated with the development and
manufacturing of new devices.

Subsequent events

On 29 August 2018 Urbanise announced a fully underwritten non-renounceable rights issue of 151,666,157 shares at an
issue price of 2.7 cents per share, raising funds of $4,094,986 before costs.

Other than as already noted in the financial statements, there have been no significant subsequent events in the affairs of
the Group at the date of this report.

Environmental regulations

The Group’s operations are not subject to any significant environmental regulation under Commonwealth or State
regulations or laws.

Dividends

No dividends have been paid or declared since the start of the financial year.

Likely developments

The Group will continue to pursue its operating strategy to create shareholder value. In the opinion of the directors,
disclosure of any further information would be likely to result in unreasonable prejudice to the Group.

Ordinary shares, options and performance rights

At the date of this report, the following table sets out the Directors’ relevant interests in shares, options and performance
rights of the Group as at 30 June 2018. The issuing entity of each share and option is Urbanise.com Limited.

Shares and options

Each option when exercised entitles the holder to one ordinary share.

Directors and other key management Number of fully paid Number of .

. . Number of Options
personnel ordinary shares performance rights
Directors
Russell William Bate 1,394,954 750,000 -
Gary Bugden (i) 10,517,640 - -
Pierre Goosen (ii) 179,077,032 - -
Almero Strauss 1,610,000 - -

i. Includes all direct, indirect or associated party ownership.
ii.  Shares held by Argosy Capital limited on 3 April 2018 (date appointed). Pierre is the Managing Director of Argosy.
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During the financial year there were 550,000 share options (2017: nil) granted and forfeited to officers of the Group as part
of their remuneration.

Share Options

Share options issued during the year are disclosed under shares under option or issued on exercise of options below. There
were 550,000 share options issued to and forfeited by Directors during or since financial year end 30 June 2018.

Shares under option or issued on exercise of options

Details of unissued shares or interests under option as at 30 June 2018:

Number of
shares under Class of Issue price Expiry date of
Issuing entity Date options granted option shares of options options
Urbanise.com Limited 11 December 2013 2,000,000 Ordinary $0.20 31 December 2018
Urbanise.com Limited 11 December 2013 2,000,000 Ordinary $0.20 31 December 2018
Urbanise.com Limited 11 December 2013 2,000,000 Ordinary $0.20 31 December 2018
Urbanise.com Limited 6 June 2014 3,000,000 Ordinary $0.19 06 June 2019
Urbanise.com Limited 4 August 2014 400,000 Ordinary $0.19 4 August 2019
Urbanise.com Limited 7 August 2014 5,426,405 Ordinary $0.19 31 August 2019
Urbanise.com Limited 10 December 2014 100,000 Ordinary $0.75 16 December 2019
Urbanise.com Limited 1 May 2015 200,000 Ordinary $1.25 31 December 2018
Urbanise.com Limited 15 December 2015 145,000 Ordinary $0.69 15 December 2020
Urbanise.com Limited 29 April 2017 100,000 Ordinary $0.40 29 April 2021

Total number of shares under option 15,371,405

There were no shares or interests issued during or since the end of the financial year (2017: Nil) as a result of exercise of an
option.

Performance Rights

Details of performance rights as at 30 June 2018 (2017: Nil):

Grant Date Expiry Date Exercise Price Balance at end of year
29/09/17 (i)a 30/6/18 $0.00 1,346,875
29/09/17 (i)b 30/6/19 $0.00 1,346,875
29/09/17 (i)a 30/6/18 $0.00 834,158
21/11/17 (ii)a 30/6/18 $0.00 250,000
29/09/17 (ii)b 30/6/19 $0.00 834,167
21/11/17 (ii)b 30/6/19 $0.00 250,000
29/09/17 (ii)c 30/6/20 $0.00 834,175
21/11/17 (i)e 30/6/20 $0.00 250,000
Total 5,946,250
(i) Vesting condition: Share price

a.  Tranche 1 —The Share Price of the Company’s shares is to be greater than 20 cents per share (based upon the
Volume Weighted Average Price of shares for the last 5 days of trading prior to 30 June 2018).

b.  Tranche 2 —The Share Price of the Company’s shares is to be greater than 30 cents per share (based upon the
Volume Weighted Average Price of shares for the last 5 days of trading prior to 30 June 2019).

In the event that the Performance Criteria applicable to Tranche 1 Performance Rights are not met, the Tranche may vest

subject to achievement of the Tranche 2 Performance Criteria.

(ii) Vesting condition: Revenue
a. Tranche 1 —The Group to report revenue of greater than $12,000,000 in the financial year ending 30 June 2018.
b.  Tranche 2 — The Group to report revenue of greater than $15,000,000 in the financial year ending 30 June 2019.
c. Tranche 3 — The Group to report revenue of greater than $17,000,000 in the financial year ending 30 June 2020.
In the event that the Performance Criteria applicable to Tranche 1 and Tranche 2 Performance Rights are not achieved, the
Tranches may vest subject to achievement of the Tranche 2 or Tranche 3 Performance Criteria.
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Indemnification of officers and auditors

The Group has entered into agreements to indemnify all the Directors and Officers named in this report against all
liabilities to persons (other than the Group), which arise out of the Directors and Officers conduct unless the liability relates
to conduct involving a lack of good faith or is otherwise prohibited by law. The Group has agreed to indemnify the
Directors and Officers against all costs and expenses incurred in defending an action that falls within the scope of the
indemnity and any resulting payments.

Further disclosure required under section 300(9) of the Corporations Act 2001 is prohibited under the terms of the
contract.

To the extent permitted by law, the Group has agreed to indemnify its auditors, Ernst & Young, as part of the terms of its

audit engagement agreement against claims by third parties arising from the audit. No payment has been made to
indemnify Ernst & Young during or since the financial year.

Non-audit services

Details of amounts paid or payable to the auditor for non-audit services provided during the year by the auditor are
outlined below.

2018 2017
$ $

Amounts paid and payable to EY (2017: Pitcher Partners) for non-audit services
Assurance related 50,000 5,000
Taxation compliance 12,500 23,100
Total non-audit services of auditors 62,500 28,100

The Directors are satisfied that the provision of non-audit services, during the year, by the auditor (or by another person or
firm on the auditor’s behalf) is compatible with the general standard of independence for auditors imposed by the
Corporations Act 2001.

The Directors are of the opinion that the services as disclosed above do not compromise the external auditor’s
independence, based on advice received from the Audit and Risk Committee, for the following reasons:

(i) all non-audit services have been reviewed and approved to ensure that they do not impact the integrity and
objectivity of the auditor, and
(ii) the non-audit services provided do not undermine the general principles relating to auditor independence as set

out in APES 110 Code of Ethics for Professional Accountants, as they did not involve reviewing or auditing the
auditor’s own work, acting in a management or decision making capacity for Urbanise or any of its related
entities, acting as an advocate for Urbanise or any of its related entities, or jointly sharing risks and rewards in
relation to the operations or activities of Urbanise or any of its related entities.

Auditor’s independence declaration

A copy of the auditor’s independence declaration as required under section 307C of the Corporations Act 2001 in relation
to the audit for the financial year is provided with this report.

Proceedings on behalf of the Group

The Group has not applied for leave of court to bring any proceedings on its behalf.
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Directors’ report — Audited remuneration report

This remuneration report, which forms part of the Directors’ report, sets out information regarding the remuneration of
the Urbanise key management personnel for the financial year ended 30 June 2018.

The term ‘key management personnel’ is used in this remuneration report to refer to those persons having authority and
responsibility for planning, directing and controlling the activities of Urbanise. Except as noted, the named key
management personnel held their current position for the whole of the financial year and at the date of this report.

The prescribed details for each person covered by this report are detailed below under the following headings:
e  Key management personnel details;

. Principles of remuneration and key terms of service agreements;

e  Relationship between the remuneration policy and Group performance; and

e Remuneration of key management personnel.

Details of key management personnel (KMP)

Non-Executive Directors

e Russell Bate (Non-Executive Director)

e  Gary Bugden (Non-Executive Director — appointed 3 April 2018)

e  David Burlington (Non-Executive Director — resigned 22 January 2018)
. Pierre Goosen (Non-Executive Director — appointed 3 April 2018)

e Anthony Scotton (Chairman — resigned 3 April 2018)

Executive Directors
e Almero Strauss (Non-Executive Director — appointed 8 February 2017)
(Executive Chairman - appointed 3 April 2018)
e Henry Arundel (Chief Executive Officer —appointed 21 August 2017, appointed Executive Director 7 September 2017
and resigned 3 April 2018)
e Benjamin Churchill (Chief Executive Officer — resigned 7 September 2017)
e Robert Cumming (Chief Product Officer) - resigned 3 April 2018

Executives

e  David Bugden (Chief Commercial Officer — Strata)

e Saurabh Jain (Chief Commercial Officer — Facilities & Analytics - appointed 9 August 2018)
e  Vivienne Selzer (Chief Financial Officer —appointed 1 May 2017)

e  Heinrich Venter (Head of Convergent Solutions — appointed 1 April 2017)

Executives were appointed to the Senior Leadership Team (SLT) with effect 1 July 2017. Saurabh Jain commenced 9 August
2017. There were no changes to KMP after the reporting date and before the date the financial report was authorised for
issue.

Principles of remuneration and key terms of service agreements

The Board policy for determining the nature and amount of key management personnel remuneration is agreed by the
Board of Directors after review, approval and recommendation by the Remuneration and Nomination Committee.

The board or the Remuneration and Nomination Committee may engage external consultants to provide independent
advice where it considers it appropriate to ensure that the Group attracts and retains talented and motivated directors and
employees who can enhance Group performance through their contributions and leadership. During the year ended 30
June 2018 neither the board nor the committee engaged any external consultants.

Compensation levels and structures for key management of the Group are competitively set to attract and retain
appropriately qualified and experienced people, and to reward the achievement of strategic objectives and achieve the
broader outcome of protecting and enhancing shareholder value. The compensation structure is designed to account for
the capability and experience of key management and the ability of key management to control areas of their respective
responsibilities.
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The principles used to determine the nature and amount of remuneration are as follows:

Alignment to shareholder interests:

i Level of achieved net profit and key operational criteria;

ii. Controllable financial drivers of the businesses including revenues, cash, earnings per share, and capital
management;

iii. Business and operational drivers of the business including sales, market growth, expense management; and

iv. Remuneration is set at a level to attract and retain high calibre executives.

Alignment to the key management interests:

i Appropriate rewards for capability and experience;
ii. Clear policies for earning rewards; and

iii. Recognition for contribution.

The framework provides a mix of fixed pay and variable at risk incentives and a blend of short and long-term incentives. In
relation to long-term incentives, as executive’s contribution and term with Urbanise increase they can be rewarded by
gaining exposure to growth in the value of the Group through access to the Employee Share Option Plan.

Remuneration and Nomination Committee

The Board has established a Remuneration and Nomination Committee which provides recommendations to the Board on
remuneration and incentive policies and practices. The Committee provides specific recommendations on remuneration
packages and other terms of employment for Executive Directors, Executives and Non-Executive Directors. The
Remuneration and Nomination Committee assesses the appropriateness of the nature and amount of remuneration of
Directors and Senior Executives on a periodic basis by reference to relevant employment market conditions with an overall
objective of the retention of a high-quality Board and Executive team.

Non-Executive Director remuneration

The Board seeks to set aggregate remuneration at a level that provides the Group with the ability to attract and retain
Directors of the appropriate calibre.

The ASX Listing Rules specify that the aggregate remuneration of Non-Executive Directors shall be determined from time to
time by a General Meeting. As previously approved by shareholders, the approved maximum aggregate annual
remuneration of Non-Executive Directors is currently $250,000.

The amount of aggregate remuneration and the way it is apportioned amongst Directors is reviewed annually. The Board
can access independent advice and industry benchmarks on fees paid to Non-Executive Directors of comparable companies
when undertaking the annual review process. During the year no independent advice was obtained, however reference
was made to public information. Russell Bate, Gary Bugden and Pierre Goosen have entered into letters of appointment
with Urbanise.com Limited with no fixed term.

The Board consider their composition to be appropriate for the needs of the Group in its current operating environment.
Executive remuneration arrangements

For executives, the Group provides a remuneration package that incorporates both cash-based remuneration and share-
based remuneration. The contracts for service between the Group and executives are on a continuing basis, the terms of
which are not expected to change in the immediate future. Share-based remuneration is conditional upon continuing
employment thereby aligning executive and shareholder interests.

Fixed Remuneration

The level of fixed remuneration is set to provide a base level of remuneration, which is both appropriate to the position
and is competitive in the market.

Short-Term Incentive (STI)

The objective of the STI program is to link the achievement of personal Key Performance Indicators (KPI’s) and the Group’s
annual operational targets with the remuneration received by the executives charged with meeting those targets. The total
potential STl available is set at a level that provides sufficient reward to the executive for exceeding the operational targets
and at such a level that the cost to the Group is reasonable in the circumstances.
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Actual STI payments granted to each executive depend on the extent to which specific personal Key Performance
Indicators (KPI’s) and annual operational targets set at the beginning of the financial year are met or exceeded. The targets
are set by the Remuneration and Nomination Committee or the Executive Chairman. STl rewards are assessed annually and
are usually paid in cash.

Long-Term Incentive (LTI)

Long-term incentives are provided to certain employees through the issuance of options and performance rights. The
options and performance rights are designed to provide incentives for employees to deliver long-term shareholder returns.

Performance rights are usually issued for no consideration and are granted in accordance with the Group’s Employee Share
Option Plan (ESOP). The performance rights vest over a 2 to 3-year period dependent on certain financial and market
performance measures. These include the Group achieving revenue targets, other financial targets or share price levels as
set by the Board.

Options are issued for a specified period and are convertible into ordinary shares. The exercise price of the options is
determined by the Board having regard to the market price of a share on invitation date, grant date, or another specified
date and desirable performance hurdles that are aligned with shareholder interests. The issue of options is not linked to
performance conditions as the option price is set at a level above the share price at the time the options are granted, it
provides the incentive for management to improve the Group’s performance.

All options and performance rights expire on the earlier of their expiry date or three months after termination of the
employee’s employment subject to Directors’ discretion. Options and performance rights do not vest until all vesting or
performance criteria set at granting have been met in accordance with the terms and conditions of the ESOP.

There are no voting or dividend rights attached to the options or performance rights. Voting rights will attach to the
ordinary shares when the options or performance rights have been exercised. Unvested options and performance rights
cannot be transferred and will not be quoted on the ASX.

Executive Contractual Arrangements
The Group has entered into service agreements with the following key management personnel:

Almero Strauss Contract of Employment

Executive Chairman Almero is contracted by Urbanise.com Limited as Executive Chairman. Almero
joined the Board of Urbanise.com Limited in February 2017 and was appointed as
Executive Chairman on 3 April 2018. His current fee is $60,000 per annum.
Almero entered into a letter of appointment with Urbanise.com Limited as
Executive Chairman with no fixed term. He may be terminated in accordance
with the constitution, the ASX Listing Rules and the Corporations Act.

David Bugden Contract of Employment

Chief Commercial Officer — Strata David is employed by Urbanise.com Limited as a permanent, full-time employee.
David commenced with Urbanise in March 2010 after the acquisition of Mystrata
(Pty) Limited. His current base salary is $285,000 per annum, inclusive of
superannuation. He has a notice period of 3 months.
Performance Conditions
The contract provides for a STI of up to 25% of his base salary inclusive of
superannuation, which is payable in cash upon meeting pre-defined KPI’s and
financial targets. 70% of the STl is awarded on meeting the financial targets and
30% on meeting the pre-defined KPI’s.

Saurabh Jain Contract of Employment
Chief Commercial Officer — Facilities = Saurabh is employed by Urbanise.com Limited as a permanent, full-time
& analytics employee. Saurabh commenced with Urbanise in August 2017. His current base

salary is $272,500 per annum, inclusive of superannuation. He has a notice
period of 3 months.

Performance Conditions

The contract provides for a STI of up to 25% of his base salary inclusive of
superannuation, which is payable in cash upon meeting pre-defined KPI’s and
financial targets. 70% of the STl is awarded on meeting the financial targets and
30% on meeting the pre-defined KPI’s.



Vivienne Selzer

Chief Financial Officer

Heinrich Venter

Head of Convergent Solutions

DIRECTORS’ REPORT

Contract of Employment

Vivienne is employed by Urbanise.com Limited as a permanent, full-time
employee. Vivienne commenced with Urbanise in May 2017. His current base
salary is $270,000 per annum, inclusive of superannuation. He has a notice
period of 3 months.

Performance Conditions

The contract provides for a STI of up to 25% of his base salary inclusive of
superannuation, which is payable in cash upon meeting pre-defined KPI’s and
financial revenue targets. 70% of the STl is awarded on meeting the financial
targets and 30% on meeting the pre-defined KPI’s.

Contract of Employment

Heinrich is employed by Urbanise.com Limited as a permanent, full-time
employee. Heinrich commenced with Urbanise in April 2017. His current base
salary is $270,000 per annum, inclusive of superannuation. He has a notice
period of 3 months.

Performance Conditions

The contract provides for a STl of up to 25% of his base salary inclusive of
superannuation, which is payable in cash upon meeting pre-defined KPI’s and
financial revenue targets. 70% of the STl is awarded on meeting the financial
targets and 30% on meeting the pre-defined KPI’s.

Remuneration of key management personnel

Remuneration for the year ended 30 June 2018

Directors

H. Arundel (i)

R. Bate

G. Bugden (ii)

D. Burlington (iii)
B. Churchill (iv)
R. Cumming (v)
P. Goosen (ii)

A. Scotton (v)

A. Strauss
Sub-total Directors

Executives

D. Bugden (vi)
S. Jain (vii)

V. Selzer (vi)
H. Venter (vi)
Sub-total
Executives
Totals

Salary &
Fees

291,833
15,000
9,000
12,155
209,980
9,000
70,040
10,000
627,008

287,175
221,633
227,881
278,035

1,014,724
1,641,732

Short- Allowances Long- Superan . Termination Total
term service nuation Options payment
incentive leave and and
gratuity perfon:man
ce rights
- - - 17,468 33,250 119,684 462,235
- - - - - - 15,000
- - - - - - 9,000
- - - - - - 12,155
- 20,826 2,820 13,452 - 108,874 355,952
- - - - - - 9,000
- - - - - - 70,040
- - - - - - 10,000
- 20,826 2,820 30,920 33,250 228,558 943,382
22,000 13,609 12,772 9,806 1,796 - 347,158
19,300 - - 20,046 1,718 - 262,697
21,000 - - 20,042 1,576 - 270,499
20,000 - - 1,952 1,702 - 301,689
82,300 13,609 12,772 51,846 6,792 - 1,182,043
82,300 34,435 15,592 82,766 40,042 228,558 2,125,425

(i)  Appointed August 2017, resigned April 2018 — Options relate to a termination agreement agreed in principle post 30 June 2018 yet to

be signed

(i)  Appointed April 2018

(i) Resigned January 2018. No fees payable with respect to the year ended 30 June 2018

(iv) Resigned September 2017
(v) Resigned April 2018
(vi) Appointed to SLT with effect 1 July 2017

(vil)

Appointed August 2017
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Remuneration for the year ended 30 June 2017

Salary & Short-  Allowances Long- Superan Optionsand Termination Total
Fees term service nuation performance payment
incentive leave and rights
gratuity

Directors
R. Bate 5,400 - - - 513 - - 5,913
D. Burlington - - - - - - -
B. Churchill 297,407 - 10,856 65,683 - - - 373,946
R. Cumming 298,349 16,069 15,629 11,234 341,281
A. Scotton (i) 106,215 - - 10,090 - - 116,305
A. Tansey (ii) 7,306 - - 694 - - 8,000
Sub-total 714,677 26,925 81,312 11,297 11,234 845,445
directors
Executives
D. Bugden {iii) - - - - - - - -
S. Jain (iv) - - - - - - - -
V. Selzer (iii) - - - - - - - -
H. Venter (iii) - - - - - - - -
Sub-total - - - - - - - -
executives
Totals 714,667 - 26,925 81,312 11,297 11,234 - 845,445

(i)  Appointed 14 October 2016

(i)  Resigned 14 October 2016
(iii)  Executives appointed effective 1 July 2017
(iv) Appointed August 2017

Relationship between the remuneration policy and Group performance

The achievement of Group strategic and financial objectives is the key focus of the efforts of the Group. As indicated
above, over the course of each financial year, the Board, through the Remuneration and Nomination Committee reviews
the Group’s Executive remuneration policy to ensure the remuneration framework remains focused on driving and
rewarding Executive performance, while being closely aligned to the achievement of Group strategic objectives and the

creation of shareholder value.

Total shareholder return is normally measured by the movement in share price from the start to the end of each financial
year and dividends paid. No dividends have been declared in the past four financial years or for the current financial year.
As the Group is in the growth phase of its life cycle, shareholder returns may not correlate with profits and/or losses
reported in any of the recent financial years. Shareholder returns are more dependent on the future expectation of Group
performance rather than Group earnings. Future expectations are also subject to the business prospects and market risks.

Impact of Group’s performance on shareholder wealth

The following table summarises Group performance and key performance indicators for the five years to 30 June 2018.

30June 18 30 June 17 30June16 30Junel5 30Junel4d
Revenue and other income 6,530,280 5,051,125 9,843,669 10,169,276 5,180,664
Net profit/(loss) before tax (27,560,041)  (33,155,812) (11,800,141) 1,576,911 2,374,392
Net profit/(loss) after tax (27,560,041)  (36,159,132)  (9,290,593) 719,985 1,529,064
Share price at start of year (dollars) 0.05 0.48 1.19 0.19 -
Share price at end of year (dollars) 0.03 0.05 0.48 1.19 0.19

Dividends paid (dollars)



Performance rights held by key management personnel

Directors and other key management

personnel
Directors

Henry Arundel
Russell Bate
David Burlington
Robert Cumming
Tony Scotton

Executives
David Bugden
Saurabh Jain
Vivienne Selzer
Heinrich Venter

Total

Balance at
1July 2017

Awarded

6,380,000
750,000
750,000

1,355,000

1,212,500
681,250
625,000
675,000

12,428,750

DIRECTORS’ REPORT

Forfeited /
lapsed 30

(6,380,000)

(750,000)
(1,355,000)

(8,485,000)

Balance at
June 2018

750,000

1,212,500
681,250
625,000
675,000

3,943,750

During the financial year there were 12,428,750 performance rights (2017: Nil) granted to officers of the Group as part of
their remuneration and 8,485,000 forfeited due to resignation of Directors. See note 26 for further details.

Share options held by key management personnel

2018

Directors

Russell Bate
David Burlington (i)
Benjamin Churchill
Robert Cumming()
Tony Scotton (i)

2017

Directors
Benjamin Churchill
Robert Cumming
Russell Bate

David Burlington

Balance at
1 July
2017

2,000,000
1,400,000
6,000,000
6,000,000

6,000,000
9,000,000
2,000,000
1,400,000

Granted as
compensation

550,000

Refer to Note 27 for further details on Options.

Options
converted

Options  Balance at Balance
forfeited / 30 June vested at 30
lapsed 2018 June 2018
(2,000,000) - -
(1,400,000) - -
- 6,000,000 6,000,000
(6,000,000) - -
(550,000) - -

- 6,000,000 6,000,000
(3,000,000) 6,000,000 5,300,000
- 2,000,000 2,000,000

- 1,400,000 1,400,000

(i) 2,000,000 share options at an exercise price of $0.20 lapsed on 9 August 2017.
(ii) These options were forfeited due to resignation.
(iii) On 21 November 2017, a resolution was passed at the Annual General Meeting to issue 550,000 share options to Anthony
Scotton with exercise prices of $0.175 on 250,000 options and $0.225 on the remaining 300,000 options. These options
were forfeited due to resignation
(iv) 6,000,000 options lapsed on resignation on 3 April 2018 at an exercise price of $0.20 (2017: 3,000,000 share options at an

exercise price of $0.20).

Vested and
exercisable

6,000,000

6,000,000
5,300,000
2,000,000
1,400,000



Shares held by key management personnel

DIRECTORS’ REPORT

Balance at 1 July Exercise of Acquired/ (disposed) Balance at 30 June
2017 compensation 2018
2018 options
Number Number Number Number
Directors
Russell Bate (1 929,969 - 464,985 1,394,954
Gary Bugden (i) 10,548,315 - 2,269,118 12,817,433
Pierre Goosen (i) - - - -
Almero Strauss (V) - - 1,610,000 1,610,000
Executives
David Bugden 306,640 - - 306,640
Saurabh Jain - - - -
Vivienne Selzer (V) 60,000 105,000 165,000
Heinrich Venter V) - - 3,749,998 3,749,998
2017
Directors
Anthony Scotton(vi) - - 5,100,000 5,100,000
Benjamin 1,360,800 - 223,334 1,584,134
Churchillvi)
Robert Cumming 10,369,453 - - 10,369,453
Russell Bate(™® 529,969 - 400,000 929,969
David Burlington 93,454 - - 93,454
(i) Acquired shares on 28 November 2017 as part of the rights issue
(ii) Shares held on 3 April 2018 (date appointed)
(iii) 179,077,032 shares held by Argosy Capital Limited. Pierre is the Managing Director of Argosy
(iv) Acquired shares on market on 26 June 2018
(v) Acquired shares on market
(vi) Acquired 50,000 shares with on market purchase in October 2017 and 55,000 shares on 28 November 2017 as part of the
rights issue
(vii) Acquired shares with on market purchases on 14 October 2016 (100,000 shares), 28 February 2017 (2,500,000 shares), 2
March 2017 (799,896 shares) and 3 March 2017 (1,700,104 shares).
(viii) Acquired 223,334 shares with an on-market purchase on 26 September 2016.
(ix) Acquired 400,000 shares with an on-market purchase on 2 March 2017.

Loans to key management personnel
There were no loans issued to or from key management personnel during financial year 2018 (2017: nil).

Other transactions with key management personnel

There were no other transactions with key management personnel during financial year 2018 (2017: nil) other than those
already stated.

End of the audited remuneration report
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Rounding of amounts

In accordance with ASIC Corporations (Rounding in Financial/Directors’ Reports) Instrument 2016/191, the amounts in the
directors’ report and in the financial report have been rounded to the nearest dollar.

Signed in accordance with a resolution of the Directors made pursuant to section 298(2) of the Corporations Act 2001.

On behalf of the Directors

Almero Strauss
Chairman
Melbourne, 29 August 2018



CORPORATE GOVERNANCE STATEMENT

The Board of Directors of Urbanise.com Limited (‘Urbanise’ or "‘the Company’) is responsible for corporate governance. The
Board has chosen to prepare the Corporate Governance Statement (“CGS”) in accordance with the third edition of the ASX

Corporate Governance Council’s Principles and Recommendations under which the CGS may be made available on a
Group’s website.

Accordingly, a copy of the Group’s CGS is available on the Urbanise website at www.Urbanise.com under the Corporate
Governance section.



8 Exhibition Street Tel: +61 3 9288 8000
Melbourne VIC 3000 Australia Fax: +61 3 8650 7777
GPO Box 67 ey.com/au

Building a better Melbourne VIC 3001
working world

Auditor’s Independence Declaration to the Directors of Urbanise.com
Limited

As lead auditor for the audit of Urbanise.com Limited for the financial year ended 30 June 2018, |

declare to the best of my knowledge and belief, there have been:

a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and

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

This declaration is in respect of Urbanise.com Limited and the entities it controlled during the financial
year.

by

Ernst & Young

J2d e

Robert Dalton
Partner
29 August 2018

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME FOR YEAR ENDED 30 JUNE 2018

Note 2018 2017
$ $
Revenue and other income
Sales revenue 3 5,443,640 4,666,281
Other income 3 1,086,640 384,844
6,530,280 5,051,125
Less: expenses
Impairment of intangible assets 4 (15,468,333) (12,200,298)
Impairment/impairment reversal of trade receivables 4 428,300 (7,070,900)
Impairment of tangible assets 4 (142,449) -
Employee benefits and contractor cost 4 (10,381,449) (8,196,008)
Depreciation and amortisation expenses 9,10 (2,426,985) (2,033,759)
IT Subscription and licence cost (2,082,169) (1,485,115)
Occupancy cost (974,823) (891,727)
Cost of implementation and materials (713,976) (2,936,738)
Professional fees (738,821) (1,337,379)
Travel cost (595,405) (555,051)
Advertising and Promotion cost (86,562) (76,356)
Finance costs 4 (1,231) (2)
Foreign Exchange (loss)/gain 324,985 (532,586)
Other expenses (1,231,403) (891,018)
Profit/(loss) before tax (27,560,041) (33,155,812)
Income tax (expense)/benefit 5 - (3,003,320)
Profit/(loss) for the year (27,560,041) (36,159,132)
Other comprehensive income(loss), net of income tax
Items that may be reclassified subsequently to profit or loss:
Exchange differences arising on translation of foreign operations (399,603) (127,792)
Other comprehensive income for the year net of income tax (399,603) (127,792)
Total comprehensive income/(loss) for the year (27,959,644) (36,286,924)

Profit/(loss) for the year attributable to:
Owners of the parent (27,560,041) (36,159,132)

(27,560,041)  (36,159,132)

Total comprehensive income/(loss) attributable to:
Owners of the parent (27,959,644) (36,286,924)

(27,959,644)  (36,286,924)

Loss per share

From continuing operations:

Basic (cents per share) 25 (6.02) (12.42)
Diluted (cents per share) 25 (6.02) (12.42)

The consolidated statement of comprehensive income should be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2018

Notes 30 June 2018 30 June 2017
$ $

Current assets
Cash and cash equivalents 19 3,072,206 5,240,989

Trade and other receivables 6 2,131,323 2,695,831
Other assets 7 843,741 1,465,730
Current tax receivable 5 - 61,222
Inventory 8 - 1,038,547
Total current assets 6,047,270 10,502,319
Non-current assets

Property, plant and equipment 9 150,214 466,963
Intangible assets 10 5,895,978 14,867,972
Goodwill 10 4,786,480 12,430,859
Trade and other receivables 6 13,854 475,020
Total non-current assets 10,846,526 28,240,814
Total assets 16,893,796 38,743,133
Current liabilities

Trade and other payables 12 1,407,539 1,634,432
Provisions 13 684,444 1,270,329
Deferred revenue 1,260,007 1,013,594
Total current liabilities 3,351,990 3,918,355
Non-current liabilities

Provisions 13 15,945 27,955
Total non-current liabilities 15,945 27,955
Total liabilities 3,367,935 3,946,310
Net assets 13,525,861 34,796,823
Equity

Issued capital and contributed equity 15 93,821,852 87,173,208
Employee option reserve 16 1,981,763 1,941,721
Foreign currency translation reserve 16 (613,014) (213,411)
Accumulated losses (81,664,740) (54,104,695)
Total equity 13,525,861 34,796,823

The consolidated statement of financial position should be read in conjunction with the accompanying notes.



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2018

Issued Employee Foreign
capital and share currency
Note . . .
contributed option  translation Accumulated
equity reserve reserve losses Total
$ $ $ $ $

Balance at 1 July 2016 65,668,289 1,906,837 (85,619) (17,966,628) 49,522,879
Profit/(loss) for the period - - - (36,159,132) (36,159,132)
Foreign currency reserve - - (127,792) - (127,792)
Total cc'bmprehenswe income for ) i (127,792)  (36,159,132) (36,286,924)
the period
Transactions with owners in their
capacity as owners
Recognition of share-based i 34,884 i i 34,884
payments
Private placement 15 14,287,500 - - - 14,287,500
Cost of share issue 15 (60,391) - - - (60,391)
Rights issue 15 7,259,693 - - - 7,259,693
Tax effect of cost of share issue 18,117 - - - 18,117
Discontinuation of subsidiary - - - 21,065 21,065
Trans?ctlons with owners in th.elr 21,504,919 34,384 ) 21,065 21,560,868
capacity as owners for the period
Balance at 30 June 2017 87,173,208 1,941,721 (213,411) (54,104,695) 34,796,823
Balance at 1 July 2017 87,173,208 1,941,721 (213,411) (54,104,695) 34,796,823
Profit/(loss) for the period - - - (27,560,041) (27,560,041)
Foreign currency reserve - - (399,603) - (399,607)
Total cc?mprehenswe income for ) i (309,603)  (27,560,041) (27,959,648)
the period
Transactions with owners in their
capacity as owners
Recognition of share-based i 40,042 i i 40,042
payments
Cost of share issue 15 (429,110) - - - (429,110)
Rights issue 15 7,077,754 - - - 7,077,754
Trans?ctlons with owners in th.elr 6,648,644 40,042 ) ) 6,688,686
capacity as owners for the period
Balance at 30 June 2018 93,821,852 1,981,763 (613,014) (81,664,740) 13,525,861

The consolidated statement of changes in equity should be read in conjunction with the accompanying notes.



CONSOLIDATED STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2018

Cash flows from operating activities
Receipts from customers

Payments to suppliers and employees
Interest received

Operating grants received

R&D Tax refund

Tax (paid)/received

Interest paid

Net cash used in operating activities

Cash flows from investing activities

Payments for property, plant & equipment

Receipts on sale of Devices business and Intellectual Property
Payments for business acquisition

Payments for intangible assets

Net cash used in investing activities

Cash flows from financing activities
Proceeds from issue of shares
Payments for share issue costs

Net cash provided by financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Effect of movement in exchange rates on cash balances

Cash and cash equivalents at the end of the period

19

14
10

15
15

19

19

2018 2017
$ $
7,958,871 7,235,617
(16,579,089)  (16,144,547)
11,592 23,035

- 186,565

549,467 -
61,222 (61,222)
(1,231) ()
(7,999,168) (8,760,554)
- (223,390

350,000 -

- (12,316,674)
(1,161,688) (2,732,055)
(811,688)  (15,272,119)
7,077,754 21,547,193
(429,067) (60,391)
6,648,687 21,486,802
(2,162,169) (2,545,871)
5,240,989 7,789,740
(6,614) (2,880)
3,072,206 5,240,989

The consolidated statement of cash flows should be read in conjunction with the accompanying notes.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. Significant accounting policies

General information

Urbanise.com Limited is a listed public company incorporated in Australia and the ultimate parent entity. The addresses of
its registered office and principal place of business are disclosed in the corporate information section. The principal
activities of the Company and its subsidiaries are the development and commercialisation of intellectual property
associated software licensing, devices and consulting services.

Statement of compliance

These financial statements are general purpose financial statements which have been prepared in accordance with the
Corporations Act 2001, Australian Accounting Standards and Interpretations, and comply with other requirements of the
law.

The financial statements comprise the consolidated financial statements of the Group. The Group is a for-profit entity.
Compliance with IFRS

The consolidated financial statements also comply with the International Financial Reporting Standards (IFRS) issued by the
International Accounting Standards Board (IASB).

The financial statements were authorised for issue by the Directors on 22 August 2018.
Basis of preparation

The consolidated financial statements have been prepared on the historical cost basis, except for financial instruments that
are measured at fair values, as explained in the accounting policies below. All amounts are presented in Australian dollars,
unless otherwise noted.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Group and entities controlled by the
Group and its subsidiaries. Control is achieved when the Group:

e  Has power over the investee;
. Is exposed, or has rights, to variable returns from its involvement with the investee; and
e  Has the ability to use its power to affect its returns.

The Group 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.

When the Group has less than the majority of the voting rights of an investee, it has power over the investee when the
voting rights are sufficient to give it the practical ability to direct the relevant activities of the investee unilaterally. The
Group considers all relevant facts and circumstances in assessing whether or not the Group’s voting rights in an investee
are sufficient to give it power; including:

e The size of the Group’s holding of voting rights relative to the size and dispersion of holdings of the other vote
holders;

e  Potential voting rights held by the Group, other vote holders or other parties;

e  Rights arising from other contractual arrangements; and

e  Any additional facts and circumstances that indicate that the Group has, or does not have, the current ability to direct
the relevant activities at the time that decisions need to be made, including voting patterns at previous shareholders’
meetings.

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or disposed of during the year are
included in the consolidated statement of profit and loss and other comprehensive income from the date the Group gains
control until the date when the Group ceases to control the subsidiary.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Profit or loss and each component of other comprehensive income are attributed to the owners of the Company and to the
non-controlling interests. Total comprehensive income of subsidiaries is attributed to the owners of the Company and to
the non-controlling interests even if this results in the non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into
line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

Changes in the Group’s ownership interests in existing subsidiaries

Changes in the Group’s ownership interests in subsidiaries 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 and the non-controlling
interests are adjusted to reflect the changes in their relative interests in the subsidiaries. Any difference between the
amount by which the non-controlling interests are adjusted and the fair value of the consideration paid or received is
recognised directly in equity and attributed to owners of the Group.

When the Group loses control of a subsidiary, a gain or a loss is recognised in profit and loss and is calculated as the
difference between (i) the aggregate of the fair value of the consideration received and the fair value of any retained
interest and (ii) the previous carrying amount of the assets (including goodwill), and liabilities of the subsidiary 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 liabilities of the subsidiary (i.e. reclassified
to profit or loss or transferred to another category of equity as specified/permitted by applicable AASBs). The fair value of
any investment retained in the former subsidiary at the date when control is lost is regarded as the fair value on initial
recognition for subsequent accounting under AASB 139, when applicable, the cost on initial recognition of an investment in
an associate or a joint venture.

Going concern

The financial statements have been prepared on the going concern basis which assumes the Group will have sufficient cash
to pay its debts as and when they become payable for a period of at least 12 months from the date the financial report was
authorised for issue.

For the financial year ended 30 June 2018, the Group produced a Net Loss After Tax (NLAT) of $27,560,041. The NLAT
includes significant non-cash adjustments for impairment of intangible assets of $15,468,333, tangible assets of $142,449
and a reversal of impairment of trade receivables of $428,300. The Group has net assets of $13,525,861 at reporting date
inclusive of cash reserves of $3,072,206 with no external debt or borrowings. In addition, current assets exceed current
liabilities by $2,695,280. The Group has prepared a cash flow forecast based on its current level of expenditure which
indicates that the Group will require an improved cash flow position within the next 12 months to meet its forecast net
outgoings. In order to improve the Group’s cash flow position over this period the Group will need to generate additional
net cash flow by increasing revenue, reducing expenditure and raising funds through other sources including debt or equity
capital.

To address the potential future additional funding requirements of the Group, since 30 June 2018, the directors have
undertaken the following initiatives:

e On 29 August 2018 Urbanise announced a fully underwritten non-renounceable 3.5 for 1 rights issue of
151,666,157 shares at an issue price of 2.7 cents per share, raising funds of $4,094,986 before costs.

e Implemented expense reduction programs in Q4 FY18 that reduced cash outflow with full year impact in FY19;

e  Sold the IOT devices business;

e  Leadership team in place with focus on sales strategy to target short term and recurring revenue opportunities;
and

e Monitor the cashflow impact of the cost reduction program and new sales.

Successfully executing the above strategies to improve cash flow are material to the Group’s ability to continue as a going
concern. The directors are confident that they will be able to improve the Group’s cash flow by executing a combination of
the above-mentioned strategies to ensure that the Group have sufficient funding to meet its minimum expenditure
commitments and support its planned level of overhead expenditures, and therefore that it is appropriate to prepare the
financial statements on the going concern basis.

On this basis no adjustments have been made to the financial report relating to the recoverability and classification of the
carrying amount of assets or the amount and classification of liabilities that might be necessary should the Group not
continue as a going concern. Accordingly, the financial report has been prepared on a going concern basis.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Should the Group be unable to improve its cash flows with the initiatives detailed above then, the Group may in the future
not be able to continue as a going concern and may therefore be required to realise assets and extinguish liabilities other
than in the ordinary course of business with the amount realised being different from those shown in the financial
statement.

The following significant accounting policies have been adopted in the preparation and presentation of the financial report:
(a) Borrowing costs

Borrowing costs can include interest expense calculated using the effective interest method, finance charges in respect of
finance leases, and exchange differences arising from foreign currency borrowings to the extent that they are regarded as
an adjustment to interest costs. Borrowing costs are expensed as incurred, except for borrowing costs incurred as part of
the cost of the construction of a qualifying asset which are capitalised until the asset is ready for its intended use or sale.

(b) Cash and cash equivalents

Cash comprises cash on hand, deposits held at call with financial institutions, other short-term highly liquid investments
with original maturities of three months or less that are readily convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value. Bank overdrafts are shown within borrowings in current liabilities on
the statement of financial position.

(c) Employee benefits

Short-term employee benefit obligations

Liabilities arising in respect of wages and salaries, annual leave and any other employee benefits expected to be settled
wholly within twelve months of the reporting date are measured at the amounts based on remuneration rates which are
expected to be paid when the liability is settled. The expected cost of short-term employee benefits in the form of
compensated absences such as annual leave is recognised in the provision for employee benefits. All other short-term
employee benefit obligations are presented as payables.

Long-term employee benefit obligations

The provision for employee benefits in respect of long service leave and annual leave which, are not expected to be settled
wholly within twelve months of the reporting date, are measured at the present value of the estimated future cash outflow
to be made in respect of services provided by employees up to the reporting date.

Employee benefit obligations are presented as current liabilities in the balance sheet if the entity does not have an
unconditional right to defer settlement for at least twelve months after the reporting date, regardless of when the actual
settlement is expected to occur.

Retirement benefit obligations

The Group makes contributions to defined contribution superannuation plans in respect of employee services rendered
during the year. These superannuation contributions are recognised as an expense in the same period when the employee
services are received.

Share-based payments

The Group operates share-based payment employee share and option and performance rights schemes. The fair value of the
equity to which employees become entitled is measured at grant date and recognised as an expense over the vesting period,
with a corresponding increase to an equity account. In respect of share-based payments that are dependent on the
satisfaction of performance conditions, the number of shares and options expected to vest is reviewed and adjusted at each
reporting date. The amount recognised for services received as consideration for these equity instruments granted is
adjusted to reflect the best estimate of the number of equity instruments that eventually vest.

Short term incentive plan

The Group recognises a provision when a bonus is payable in accordance with the employee’s contract of employment, and
the amount can be reliably measured.
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Termination benefits

Termination benefits are payable when employment of an employee or group of employees is terminated before the normal
retirement date, or when the entity provides termination benefits as a result of an offer made and accepted in order to
encourage voluntary redundancy.

The Group recognises a provision for termination benefits when the entity can no longer withdraw the offer of those benefits,
or if earlier, when the termination benefits are included in a formal restructuring plan that has been announced to those
affected by it.

(d) Fair Value

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value of an asset or a liability, the Group takes into account when
pricing the asset or liability if market participants would take those characteristics into account when pricing the asset or
liability at the measurement date. Fair value for measurement and/or disclosure purposes in these consolidated financial
statements is determined on such a basis, except for share-based payment transactions that are within the scope of AASB
2, leasing transactions that are within the scope of AASB 117, and measurements that have some similarities to fair value
but are not fair value, such as net realisable value in AASB 102 or value in use in AASB 136.

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 observable and the significance of the inputs to the fair
value measurement in its entirety, which are described as follows:
e Level 1inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can
access at the measurement date;
e Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset or
liability, either directly or indirectly; and
e Level 3 inputs are unobservable inputs for the asset or liability.

(e) Financial Instruments

Classification

The Group classifies its financial instruments in the following categories: financial assets at fair value through profit or loss,
loans and receivables, held-to-maturity investments, and available-for-sale financial assets. The classification depends on
the purpose for which the instruments were acquired. Management determines the classification of its financial instruments
at initial recognition.

Investments are recognised and derecognised on trade date where the purchase order or sale of an investment is under a
contract whose terms require delivery of the investment within the timeframe established by the market concerned.

Non-derivative financial instruments

Non-derivative financial instruments consist of investments in equity and debt securities, trade and other receivables, cash
and cash equivalents, loans and borrowings, and trade and other payables.

Non-derivative financial instruments are initially recognised at fair value, plus directly attributable transaction costs (if any),
except for instruments recorded at fair value through profit or loss. After initial recognition, non-derivative financial
instruments are measured as described below.

Loans and receivables

Loans and receivables are measured at fair value at inception and subsequently at amortised cost using the effective interest
rate method.

Available-for-sale

Available-for-sale financial assets include any financial assets not included in the above categories and are measured at fair
value. Unrealised gains and losses arising from changes in fair value are taken directly to equity. The cumulative gain or loss
is held in equity until the financial asset is de-recognised, at which time the cumulative gain or loss held in equity is recognised
in profit or loss.

Non-listed investments for which fair value cannot be reliably measured, are carried at cost and tested for impairment.
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Financial liabilities

Financial liabilities include trade payables, other creditors, loans from third parties.

Non-derivative financial liabilities are recognised at amortised cost, comprising original debt less principal payments and
amortisation.

Financial liabilities are classified as current liabilities unless the Group has an unconditional right to defer settlement of the
liability for at least 12 months after the reporting date.

Impairment of financial assets

Financial assets are tested for impairment at each financial year end to establish whether there is any objective evidence for
impairment.

For loans and receivables or held-to-maturity investments carried at amortised cost, impairment loss is measured as the
difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted at the financial asset’s original effective interest rate. The amount of
the loss reduces the carrying amount of the asset and is recognised in profit or loss. The impairment loss is reversed
through profit or loss if the amount of the impairment loss decreases in a subsequent period and the decrease can be
related objectively to an event occurring after the impairment was recognised.

Interest and dividends

Interest and dividends are classified as expenses or as distributions of profit consistent with the balance sheet classification
of the related debt or equity instruments. Borrowings are classified as financial liabilities measured at amortised cost.

Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of the
contractual arrangement.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the Group are recognised at the proceeds received, net of direct issue costs.

(f) Foreign currency

Functional and presentation currency

The financial statements of each entity within the Group are measured using the currency of the primary economic
environment in which that entity operates (the functional currency). The consolidated financial statements are presented
in Australian dollars which is the Group’s functional and presentation currency.

Transactions and Balances

Transactions in foreign currencies of entities within the consolidated group are translated into functional currency at the
rate of exchange ruling at the date of the transaction.

Foreign currency monetary items that are outstanding at the reporting date (other than monetary items arising under
foreign currency contracts where the exchange rate for that monetary item is fixed in the contract) are translated using the
spot rate at the end of the financial year. All resulting exchange differences arising on settlement or restatement are
recognised in profit and loss for the year.

Foreign subsidiaries

Entities that have a functional currency different from the presentation currency are translated as follows:

e  Assets and liabilities are translated at year-end exchange rates prevailing at that reporting date;

e Income and expenses are translated at actual exchange rates or average exchange rates for the period, where
appropriate; and

e Allresulting exchange differences are recognised as a separate component of equity.
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Exchange differences arising on translation of foreign operations are transferred directly to the Group’s foreign currency
translation reserve in the balance sheet. These differences are recognised in the income statement in the period in which
the operation is disposed.

(g) Research
Expenditure during the research phase of a project is recognised as an expense when incurred.
(h) Tangible and Intangible assets

The tangible and intangible assets are recognised at cost or fair value at the date of acquisition. The balances are reviewed
annually and any balances representing probable future benefits that are no longer anticipated are impaired.

Leasehold improvements and property, plant and equipment

Leasehold improvements and property, plant and equipment are stated in the consolidated statement of financial position
at their cost less any subsequent accumulated amortisation or depreciation and subsequent accumulated impairment. Cost
includes expenditure that is directly attributable to the acquisition of the item. If settlement of all or part of the purchase
consideration is deferred, cost is determined by discounting the amounts payable in the future to their present value as at
the date of acquisition.

Intellectual Property

Intellectual property is initially recorded at cost.

Product Development Cost

Product development costs are capitalised only when each of the following specific criteria has been satisfied:

e  Technical feasibility of completing development of the software for sale;

e The intention to complete the intangible asset and use or sell it;

e The ability to use or sell the intangible asset;

e Availability of adequate technical, financial and other resources to complete development of the software;
e  Reliable measurement of expenditure attributable to the product during its development; and

e Theintangible asset will generate probable future economic benefits.

Capitalised development costs have a finite life and are amortised on a systematic basis over the period beginning in the
year following capitalisation and cease at the earlier of the date that the asset is classified as held for sale and the date that
the asset is derecognised. Costs capitalised include direct payroll and payroll related costs of employees' time spent on the
software development projects.

The estimated useful life and total economic benefit for each asset are reviewed at least annually. During the year the
expected pattern of consumption of future economic benefits has been assessed and the carrying amount of the asset will
be amortised based on a straight-line basis over the remaining useful life. Amortisation expense is included in 'depreciation
and amortisation expenses' in the Statement of Comprehensive Income.

Goodwill

Goodwill is initially measured at the excess over the aggregate of the consideration transferred, the fair value (or
proportionate share of net assets value) of the non-controlling interest, and the acquisition date fair value of the acquirer’s
previously held equity interest (in case of step acquisition), less the fair value of the identifiable assets acquired and
liabilities assumed.

Goodwill is not amortised but is tested annually for impairment, or more frequently if events or changes in circumstances
indicate that it might be impaired. Goodwill is carried at cost less accumulated impairment losses.

Trademarks

Trademarks are recognised at cost and are not amortised. Trademarks are carried at cost less any impairment losses.
Trademarks are considered to have an indefinite life and are carried at cost and therefore subject to an annual impairment
test.

Customer relationships

Customer relationships are recognised at cost and amortised on a straight-line basis.
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Depreciation and Amortisation

Depreciation is provided on property, plant and equipment, including freehold buildings but excluding land. Depreciation is
calculated to write off the net cost of each asset over its expected useful life to its estimated residual value. The estimated
useful lives, residual values and depreciation method are reviewed at the end of each annual reporting period, with the
effect of any changes recognised on a prospective basis.

The depreciation and amortisation rates used for each class of assets are:

Class of assets Useful life Depreciation method
Hardware devices 1-3vyears Straight line

Other plant and equipment 1-5vyears Straight line
Software 1-5years Straight line
Leasehold improvements The shorter of the useful life or the Straight line

remaining term of the lease

Intellectual Property 7 years Straight line
Product Development Cost 7 years Straight line
Trademarks 0—7 years Straight line
Customer Relationships 7 years Straight line
Goodwill NA Impairment tested

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an item of
property, plant and equipment is determined as the difference between sales proceeds and the carrying amount of the
asset and is recognised in profit or loss.

(i) Impairment of tangible and intangible assets

The Group determines whether intangibles are impaired at least on an annual basis by evaluating whether indicators of
impairment exist in relation to the continued use of the asset by the consolidated entity. An asset’s recoverable amount is
the higher of an asset’s fair value less costs of disposal and its value in use (“VIU”). The recoverable amount is determined
for an individual asset, unless the asset does not generate cash inflows that are largely independent of those from other
assets or groups of assets. When the carrying amount of an asset exceeds its recoverable amount, the asset is considered
impaired and is written down to its recoverable amount.

The Group assessed the carrying amount of the Group’s assets at 30 June 2018 for impairment indicators and determined
that an impairment indicator was present due to the losses generated for the year ended 30 June 2018.

Useful lives of tangible and intangible assets

The Group reviews the useful lives, depreciation or amortisation method and estimated residual value of all tangible and
intangible assets at the end of each reporting period.

(j) Income taxes

Income tax expense represents the sum of the tax currently payable and deferred tax.

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 because of items of income or expense that
are taxable or deductible in other years and items that are never taxable or deductible. The Group’s current tax is
calculated using tax rates and tax laws that have been enacted or substantively enacted by the end of the reporting period.

Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax bases used in the computation of taxable profit.

Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred tax assets are recognised to
the extent that it is probable that sufficient taxable amounts will be available against which deductible temporary
differences or unused tax losses and tax offsets can be utilised. However, deferred tax assets and liabilities are not
recognised if the temporary differences giving rise to them arise from the initial recognition of assets and liabilities (other
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than the result of a business combination) which affects neither taxable income nor accounting profit. Furthermore, a
deferred tax liability is not recognised in relation to taxable temporary differences arising from the initial recognition of
goodwill.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in subsidiaries,
branches and associates, and interests in joint ventures except where the Group can control the reversal of the temporary
differences and it is probable that the temporary differences will not reverse in the foreseeable future. Deferred tax assets
arising from deductible temporary differences associated with these investments and interests are only recognised to the
extent that it is probable that there will be sufficient taxable profits against which to utilise the benefits 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 extent that
it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s) when the asset
and liability giving rise to them are realised or settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted by reporting date. The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the way the Group expects, at the reporting date, to recover or settle the carrying
amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes levied by the same taxation authority and the Company/Group
intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax for the period

Current and deferred tax are recognised in profit or loss, except when they relate to items that are recognised in other
comprehensive income or directly to equity, in which case the current and deferred tax are also recognised in other
comprehensive income or directly in equity, respectively. Where current tax or deferred tax arises from the initial
accounting for a business combination, the tax effect is included in the accounting for the business combination.

Tax consolidation

Urbanise.com Limited have implemented the tax consolidation legislation effective of 1 July 2014 and Mystrata Holdings
Pty Limited and its 100% owned Australian resident subsidiary Mystrata Pty Limited joined the tax consolidated group
effective 1 June 2015. Current and deferred tax amounts are accounted for in each individual entity as if each entity
continued to act as a taxpayer in its own right.

(k) Inventories

Inventories of consumable supplies are valued at lower of cost and net realisable value. Net realisable value represents the
estimated selling price less all estimated costs of completion and costs to be incurred in marketing, selling and distribution.

() Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it is
probable that the Group will be required to settle the obligation, and a reliable 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
reporting date, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured
using the cash flows estimated to settle the present obligation, its carrying amount is the present value of those cash flows
(where the effect of the time value of money is material).

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 certain that reimbursement will be received and the amount of the
receivable can be measured reliably.

(m) Revenue

Revenue is measured at the fair value of the consideration received or receivable after accounting for any trade discounts
and rebates allowed.
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Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue
can be measured reliably.

The following specific revenue criteria must be met before revenue is recognised:

Platform license income and activation fees
Revenue from sale of licenses is recognised on a straight-line basis over the period of the contract, from the date of
contract until expiry, reflecting the period over which the services are provided.

Under Regional Operating Licence (ROL) fees, Urbanise grants the customer the additional right to resell use and access to
the Platform to other third-party services providers within certain territories under exclusivity terms. ROL and platform
activation appointment fees are recognised when the customer gains access to the Urbanise Platform. With respect to
reseller agreements, revenue is recognised when an agreement is entered into.

Deferred revenue
Platform license income billed in advance is recognised over the life of the contract. Revenue not yet recognised is
classified as deferred revenue in statement of financial position.

Interest income

Interest income from a financial asset is recognised when it is probable that the economic benefits will flow to the Group
and the amount of revenue can be measured reliably. Interest income is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable, which is the rate that exactly discounts estimated future
cash receipts through the expected life of the financial asset to that asset’s net carrying amount at initial recognition.

Government grants

Government grants are not recognised until there is reasonable assurance that the Group will comply with the conditions
attaching to them and that the grants will be received.

(n) Goods and services tax
Revenues, expenses and assets are recognised net of the amount of goods and services tax (‘GST’), except:

i.  Where the amount of GST incurred is not recoverable from the Australian Taxation Office, it is recognised as part of
the cost of acquisition of an asset or as part of an item of expense; or
ii. Forreceivables and payables which are recognised inclusive of GST.

The net amount of GST recoverable from, or payable to, the Taxation Authority is included as part of receivables or
payables.

Cash flows are included in the cash flow statement on a gross basis. The GST component of cash flows arising from
investing and financing activities which is recoverable from, or payable to, the Taxation Authority is classified as operating
cash flows.

(o) Share-based payments

Equity-settled share-based payments with employees and others providing similar services are measured at the fair value
of the equity instrument at the grant date.

The fair value determined at the grant date of the equity-settled share-based payments is expensed on a straight-line basis
over the vesting period, based on the Group’s estimate of equity instruments that will eventually vest, with a
corresponding increase in equity. At the end of each reporting period, the Group revises its estimate of the number of
equity 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 benefits reserve.

Equity-settled share-based payment transactions with other parties are measured at the fair value of the goods and
services received, except where the fair value cannot be estimated reliably, in which case they are measured at the fair
value of the equity instruments granted, measured at the date the entity obtains the goods or the counterparty renders
the service.
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For cash-settled share-based payments, a liability is recognised for the goods and services acquired, measured initially at
the fair value of the liability. At the end of each reporting period until the liability is settled, and at the date of settlement,
the fair value of the liability is remeasured, with any changes in fair value recognised in profit or loss for the year.

(p) Earnings/loss per share

The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by
dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted average number of
ordinary shares outstanding during the period. Diluted EPS is determined by adjusting the profit or loss attributable to
ordinary shareholders and the weighted average number of ordinary shares outstanding for the effects of all dilutive
potential ordinary shares.

(q) Leases

Leases are classified at their inception as either operating or finance leases based on the economic substance of the
agreement to reflect the risks and benefits incidental to ownership.

Finance leases

Assets held under finance leases are initially recognised as assets of the Group at their fair value at the inception of the
lease or, if lower, at the present value of the minimum lease payments. The corresponding liability to the lessor is included
in the statement of financial position as a finance lease obligation.

Lease payments are apportioned between finance expenses and reduction of the lease obligation to achieve a constant
rate of interest on the remaining balance of the liability. Finance expenses are recognised immediately in profit or loss,
unless they are directly attributable to qualifying assets, in which case they are capitalised in accordance with the Group’s
general policy on borrowing costs. Contingent rentals are recognised as expenses in the periods in which they are incurred.

Operating leases

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in which economic benefits from the leased asset are
consumed. Contingent rentals arising under operating leases are recognised as an expense in the period in which they are
incurred.

Where lease incentives are received to enter into operating leases, such incentives are recognised as a liability. The
aggregate benefits of incentives are recognised as a reduction of rental expense on a straight-line basis, except where
another systematic basis is more representative of the time pattern in which economic benefits from the leased asset are
consumed.

(r) Business combinations

A business combination is a transaction or other event in which an acquirer obtains control of one or more businesses and
results in the consolidation of the assets and liabilities acquired. Business combinations are accounted for by applying the
acquisition method.

The consideration transferred is the sum of the acquisition-date fair values of the assets transferred, equity instruments
issued or liabilities incurred by the acquirer to former owners of the acquiree. Deferred consideration payable is measured
at fair value. Contingent consideration to be transferred by the acquirer is recognised at the acquisition-date fair value.

Goodwill is recognised initially at the excess over the aggregate of the consideration transferred, the fair value of the non-
controlling interest, and the acquisition date fair value of the acquirer’s previously held equity interest (in case of step
acquisition), less the fair value of the identifiable assets acquired and liabilities assumed.

If the fair value of the acquirer's interest is greater than the aggregate of the consideration transferred, the fair value of the
non-controlling interest, and the acquisition date fair value of the acquirer’s previously held equity interest (in case of step
acquisition), the gain is immediately recognised in the statement of comprehensive income.

Acquisition related costs are expensed as incurred.

(s) Comparatives

Where necessary, comparative information has been reclassified and repositioned for consistency with current year
disclosures.
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(t) Rounding of amounts

The parent entity and the Group have applied the relief available under ASIC Corporations (Rounding in Financial/Directors’
Reports) Instrument 2016/191 and accordingly, amounts in the consolidated financial statements have been rounded off to
the nearest dollar.

Critical accounting estimates and judgements

In the application of the Group’s accounting policies, management is required to make judgments, estimates and
assumptions about carrying values of assets and liabilities that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience and various other factors that are believed to be reasonable
under the circumstance, the results of which form the basis of making the judgments. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period or in the period of the
revision and future periods if the revision affects both current and future periods.

The key critical accounting estimates and judgments are:
Provision for impairment of trade receivables

Trade receivables are assessed on an individual balance based on historical patterns and communication with customers.
Where uncertainty lies in relation to cash receipts, management has assessed that debts over 90 days resulting in an
impairment of trade receivables is reasonable and prudent. The Group also reassessed whether there were recoverability
issues with specific trade debtors. An impairment was booked to reflect doubtful debts at 30 June 2018 as a result. Refer to
note 6.

Impairment of inventory

Inventory is assessed on an individual item group basis, based on historical sale patterns, age and condition of the
inventory and sales pipeline. Where uncertainty lies in relation to selling inventory that is older than 1 year, management
has assessed that it is reasonable and prudent to impair inventory. The Group also reassessed the inventory after the sale
of the Devices business and intellectual property. An impairment was recorded at 30 June 2018 as a result.

Share-based payments

The calculation of the fair value of options and performance rights issued requires significant estimates to be made with
regards to several variables such as volatility, dividend policy and the probability of options / performance rights reaching
their vesting period. The Group measures the cost of equity settled share-based payments at fair value at the grant date
using an appropriate valuation model considering the terms and conditions upon which the instruments were granted and
expected vesting period. The estimations made are subject to variability that may alter the overall fair value determined.

Employee entitlements

Management judgement is applied in determining the following key assumptions used in the calculation of current, long
service leave and Gratuity at 30 June 2018:

° Future increases in wages and salaries;

. Future on cost rates;

e  Experience of employee departures; and

e  Experience of employee annual leave taken in relevant period.

Impairment

Under AASB136 Impairment of Assets, the Group undertake impairment testing of the relevant cash generating units (CGU’s)
as required to support the carrying value of intangible assets and Property, Plant and Equipment. Refer to note 10 for the
key assumptions.
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Capitalisation of development cost

Product development costs are capitalised only when each of the following specific criteria has been satisfied:
e technical feasibility of completing development of the software for sale;
e theintention to complete the intangible asset and use or sell it;
e the ability to use or sell the intangible asset;
e  availability of adequate technical, financial and other resources to complete development of the software;
e reliable measurement of expenditure attributable to the product during its development; and
e high probability of the software being used by current or new customers.

Capitalised development costs have a finite life and are amortised on a systematic basis over the period beginning in the
year following capitalisation and cease at the earlier of the date that the asset is classified as held for sale and the date that
the asset is derecognised. Costs capitalised include direct payroll and payroll related costs of employees' time spent on the
software development projects. During the year the Group capitalised $977,070 (2017: $2,529,428) of development cost.

Accounting Standards issued but not yet effective

The AASB has issued several new and amended Accounting Standards and Interpretations that have mandatory application
dates for future reporting periods, some of which are relevant to the Group. The Group has decided not to early adopt any
of these new and amended pronouncements. The Group’s assessment of the new and amended pronouncements that are
relevant to the Group but applicable in future reporting periods is set out below.

AASB 9: Financial Instruments: Effective from 1 July 2018

This Standard will replace AASB 139: Financial Instruments: Recognition and Measurement. The new impairment
requirements may result in an earlier recognition of impairment provisions through the application of the Expected Credit
Loss (ECL) model compared to the incurred credit loss model under AASB 139 in respect of trade receivables.

Management is currently assessing the impact of the adoption of AASB 9.
AASB 15: Revenue from Contracts with Customers: Effective from 1 July 2018

AASB 15 will provide (except in relation to some specific exceptions, such as lease contracts and insurance contracts) a single
source of accounting requirements for all contracts with customers, thereby replacing all current accounting
pronouncements on revenue. These Standards provide a revised principle for recognising and measuring revenue. Under
AASB 15, revenue is recognised in a manner that depicts the transfer of promised goods or services to customers in an
amount that reflects the consideration to which the provider of the goods or services expects to be entitled. AASB 15 requires
the adoption of the following 5-step model:

e  Step 1: Identify the contract(s) with the customer;

e  Step 2: Identify the performance obligations under the contract(s);

e  Step 3: Determine the transaction price;

e  Step 4: Allocate the transaction price to the performance obligations under the contract(s); and
e  Step 5: Recognise revenue when (or as) the entity satisfies the performance obligations.

AASB 15 also provides additional guidance to assist entities in applying the revised principle to licences of intellectual
property, warranties, rights of return, principal/agent considerations and options for additional goods and services.

Management has undertaken a project to identify the impact on transition, which included reviewing customer contracts.

As different services have different recognition points, the change in allocation of consideration between services in
multiple service contracts may result in a change in timing of when the total contract consideration is recognised.

The project is not complete, but at this stage, the areas of potential impact include:
e Deferral of revenue over the life of the contract in respect of Regional Operator Licenses (ROLs), whereby revenue
was recognised upfront under AASB 18 Revenue; and
e Recognition of integration services in combination with ongoing licence fees if it is determined that additional work
to customise software for a specific customer significantly modifies the existing licence.

The Group intends to adopt the modified retrospective approach with the cumulative effect of initially applying the standard
recognised at the date of initial application within retained earnings. Comparative amounts will not be restated for the year
prior to adoption.
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AASB 16: Leases: Effective from 1 July 2019

AASB 16 will replace AASB 117: Leases and introduces a single lessee accounting model that will require a lessee to
recognise right-of-use assets and lease liabilities for all leases with a term of more than 12 months, unless the underlying
asset is of low value. Right-of-use assets are initially measured at their cost and lease liabilities are initially measured on a
present value basis. Subsequent to initial recognition:

e  right-of-use assets are accounted for on a similar basis to non-financial assets, whereby the right-of-use asset is
accounted for in accordance with a cost model unless the underlying asset is accounted for on a revaluation basis; and
e lease liabilities are accounted for on a similar basis as other financial liabilities, whereby interest expense is recognised

in respect of the liability and the carrying amount of the liability is reduced to reflect lease payments made.

Although the directors anticipate that the adoption of AASB 16 may have an impact on the Group’s accounting for its
operating leases, it is impracticable at this stage to provide a reasonable estimate of such impact.

AASB 2 Clarification and measurement of share-based payment transactions: Effective from 1 July 2018

This makes amendments to AASB 2 Share Based Payments, clarifying how to account for certain types of share-based
payments. A full assessment is yet to be carried out.

IFRIC Interpretation 23 Uncertainty over Income Tax treatments: Effective from 1 July 2019

IFRIC 23 clarifies the application of recognition and measurement requirements of AASB 112 Income Taxes when there is
uncertainty over income tax treatments. A full assessment is yet to be carried out.
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2. Segment information

AASB 8 ‘Operating Segments’ requires operating segments to be identified based on internal reports about components of
the Group that are regularly reviewed by the chief operating decision maker to allocate resources to the segment and to
assess its performance.

On 23 October 2017, the Urbanise announced that the Group will focus on 3 regions for the next 3 years. These 3 regions
are Asia Pacific, Middle East and South Africa. Country managers are responsible for the operations and performance in
each of these regions. Management and board reporting are now focused on regional performance.

Management have concluded that a regional split in the segment reporting in the financial statements will better reflect
how the Group is managed, personal performance is measured, and people managed.

Information reported to the Group’s chief operating decision maker for the purposes of resource allocation and
assessment of segment performance focuses on geographical areas generating revenue from all products. The directors of
the Group have chosen to organise the Group around differences in regions. The Group’s reportable segments under AASB
8 focus on three key reportable segments:

i APAC — All products and services in Australia, New Zealand and Asia
ii. E/ME — All products and services in Europe and Middle East
iii. Africa — All products and services in Africa

The accounting policies of the reportable segments are the same as the Group’s accounting policies. The 30 June 2017
results have been restated for comparability.

Revenue and results

The following is an analysis of the Group’s revenue and results by reportable operating segments for the periods under
review:

Segment revenue Segment result
Year ended Year ended
30Jun 2018 30Jun 2017 30Jun 2018 30Jun 2017
$ $ $ $
Continuing operations
APAC * 3,183,922 2,455,760 (10,844,151) (8,145,622)
E/ME 2,295,755 2,042,605 1,189,591 (3,259,934)
Africa 504,774 148,698 (1,165,823) (851,580)
Total of all segments 5,984,451 4,647,063 (10,820,383) (12,257,136)
ROL licence fee reversal (540,811) -
Profit on sale of devices business and intellectual 436,711 i
property
Other corporate revenue 130,566 2,221
Interest income 56,597 404,062

Impairment of intangible assets and property,
plant and equipment
Impairment reversal/(impairment) of trade

(15,610,782)  (12,200,298)

428,300 (7,070,900)

receivables

Depreciation and amortisation (2,426,985) (2,033,759)
Other 787,977 -
Income tax (expense)/benefit - (3,003,320)
Finance costs (1,231) (2)
Profit/(loss) after tax (27,560,041) (36,159,132)

* Only a minor portion of the revenue is generated outside of Australia

The assets and liabilities of the Group collaboratively support the various segment revenues generated by the Group.

The revenue reported above represents the revenue generated from external customers. Segment result represents the
profit or loss incurred by each segment without the allocation of interest income, finance costs, income tax expense,
amortisation, depreciation and impairment. General and administrative costs including employee costs for the senior
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leadership team have not been allocated between regions and sit within the APAC region along with the R&D claims which
are applicable to Australia only. This is the measure reported to the chief operating decision maker for resource allocation

and assessment of segment performance.

The total amount of external revenue derived from major customers where the revenue is greater than 10% is nil (2017:

nil).

3. Revenue

The following is an analysis of the Group’s revenue for the year from continuing operations.

2018 2017
$ $

Sales revenue
Platform license income and activation fees 4,760,535 3,820,699
Professional services 1,223,916 845,582
Regional operator licence (i) (540,811) -
Total sales revenue 5,443,640 4,666,281

Other income
Interest income 56,597 404,062
Profit on sale of device business and intellectual property (ii) 436,711 -
Research and development income (iii) 462,765 (21,439)
Other 130,567 2,221
Total other income 1,086,640 384,844

(i)  Regional operator licence recognised in 2016 reversed due to contractual changes.

(i)  Urbanise sold its Devices business effective 1 April 2018. The sales price was $436,711 of which $350,000 was paid in cash and

$86,711 payable in cash, 12 months from the effective date.

(iii) R&D tax incentive for the development of a long-range radio gateway and sensor hardware platform through experimental
research in the Devices business. $192,340 relate to a claim submitted in August 2018 relating to the 2018 financial year and

$270,425 submitted in February 2018 relating to the 2017 financial year.

4. Expenses

2018 2017
$ $

Employee benefits expense
Share-based payments 40,042 34,884
Contractors 360,364 296,306
Other employee benefits 9,981,043 7,864,818
Total employee benefits expense 10,381,449 8,196,008
Finance costs
Interest expense 1,231 2
Total finance costs 1,231 2
Impairment
Impairment of intangible assets() 15,468,333 12,200,298
Impairment of tangible assets!i 142,449 -
Impairment/ﬂ(impairment reversal) of trade (428,300) 7,070,900
receivables!ii)
Impairment of inventory() 957,321 379,628
Total significant items 16,139,803 19,650,826

(i) following an assessment of the carrying value of intangible assets, impairment was provided for. See note 10 for details.
(ii) following an assessment of the carrying value of tangible assets, impairment was provided for. See note 9 for details
(iii) following an assessment of the carrying value of trade receivables, impairment was provided for. See note 6 for details.
(iv) following an assessment of the carrying value of inventory, an impairment was provided for. See note 8 for details.
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5. Income taxes

2018 2017
$ $

(a) Components of tax expense
Current tax - -
Deferred tax - (1,345,332)
Derecognition of temporary differences - 4,075,184
Under/(over) provision in prior years - 273,468
Total tax (benefit)/expense - 3,003,320

(b) Prima facie tax payable
The prima facie tax payable on profit before income tax is reconciled to the income tax expense as follows:

Accounting profit/(loss) before income tax (27,560,041)  (33,155,812)
Income tax expense/(benefit) calculated at 27.5% (2017: 30%) (7,579,011) (9,946,744)
Add tax effect of:
Foreign entity tax losses not brought to account 781,144 512,629
Non-deductible items 3,816,850 1,116,532
Gain on |0T business (119,821) -
Accounting loss on sale of subsidiary - 9,157
R&D eligible expenditure (5,416) 6,432
Other non-deductible expenditure 24,948 26,106
Under/(over) provision in prior years - 273,468
Non-recognition of deferred tax assets on current year losses 3,081,306 6,930,556
Derecognition of temporary differences - 4,075,184
IncoTne tax expense/(benefit) attributable to i 3,003,320
profit
(c) Current tax
Current tax relates to the following:
Opening balance (61,222) -
Under/(over) provision in prior years - -
Tax payments/proceeds 61,222 (61,222)
Current tax receivable - (61,222)
(e) Deferred income tax (revenue)/expense included in income tax expense
comprises
Decrease/(increase) in deferred tax assets - 3,795,695
(Decrease)/increase in deferred tax liabilities - (992,428)
- 2,803,267
(f) Deferred income tax related to items charged or credited directly to equity
Decrease/(increase) in deferred tax assets - (18,117)
- (18,117)

(g) Deferred tax asset acquired through business combination
Decrease/(increase) in deferred tax assets - (181,936)




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2018 2017
$ $

(h) Deferred tax assets not brought to account
Foreign entity tax losses 1,654,298 359,423
Operating tax losses 11,073,738 6,930,556
Temporary differences - Australia 2,024,325 4,075,184

14,752,361 11,365,163

Management assessed deferred tax assets and liabilities for the reporting period 30 June 2018 and their recoverability
based on the forecasted taxable profit over five years. Management deemed it appropriate not to recognise deferred tax
assets and liabilities due to uncertainty on whether those assets and liabilities would be utilised against future profits
generated in Australia and South Africa. Tax losses carried forward from 30 June 2017 along with tax losses incurred for the
period ended 30 June 2018 have not been recognised. Temporary differences for assets and liabilities have also not been
recognised. Management will assess this position at each reporting period.

Tax consolidation
Urbanise.com Limited and its 100% owned Australian resident subsidiaries Mystrata Holdings Pty Limited and Mystrata Pty

Limited have implemented the tax consolidation legislation. The accounting policy for the implementation of the tax
consolidation legislation is set out in Note 1.

6. Trade and other receivables

2018 2017
Current $ $
Trade receivables 2,038,249 5,490,569
Provision for impairment (128,068) (3,362,173)
Other receivables 221,142 567,435
Total current trade and other receivables 2,131,323 2,695,831
Non-current
Trade receivables non-current 149,056 2,678,232
Provision for impairment (135,202)  (2,203,212)
Total non-current trade and other receivables 13,854 475,020
Age of receivables that are past due but not impaired
31-60 days 159,510 109,370
61-90 days 256,142 111,222
90+ days 328,358 2,257
Total age of receivables that are past due but not impaired 744,010 222,849

Provision for impairment

Trade receivables for some of Urbanise customers were long-term receivables on payment schedules between 3 to 5 years.
Any consideration deferred is treated as the provision of finance and is discounted at a rate of interest that is generally
accepted in the market for similar arrangements. Interest is accrued and amortised over the period of the contract. All
other trade receivables are non-interest bearing and are generally 30-day terms. An impairment loss is recognised when
there is objective evidence such as non-payment of outstanding debts or contractual disputes that an individual trade
receivable is impaired. The recoveries/impairment on trade receivables of $428,300 (2017: $7,070,900) have been
disclosed separately in expenses within profit or loss. All trade receivables that are not impaired are expected to be
received within trading terms.
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Movements in the provision for impairment

were:
2018 2017
Current $ $
Opening balance at 1 July 3,362,173 91,632
Amounts written off (2,848,522) (78,521)
Charge/(reversal) for the year (385,583) 3,349,062
Closing balance at 30 June 128,068 3,362,173
2018 2017
Non-current S S
Opening balance at 1 July 2,203,212 -
Amounts written off (2,041,343) -
Charge/(reversal) for the year (26,667) 2,203,212
Closing balance at 30 June 135,202 2,203,212

The Group does not hold any collateral in relation to any trade or other receivable.
7. Other assets

2018 2017
$ $
Prepayments 151,770 306,023
Deposits 691,971 1,107,707
Loans to related parties (i) - 52,000
Total other current assets 843,741 1,465,730

(i)  The Group had a loan receivable from an associate of $52,000 in relation to funds for shares issued, written off in 2018.

8. Inventories

2018 2017

$ $

Finished goods — at cost - 1,449,527
Provision for inventory impairment - (410,980)
Total inventories - 1,038,547
Write downs of inventories to net realisable value recognised as an expense 996,830 379,628

during the year within other expenditure
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9. Property, plant and equipment

Other plant
and Leasehold
Hardware equipment improvements
Devices at cost at cost Total
$ $ $ $

Gross carrying amount
Balance at 1 July 2016 178,129 440,919 241,659 860,707
Additions 18,657 185,471 19,262 223,390
Transferred to finished goods (6,534) - - (6,534)
Disposals (190,252) (304,570) (26,498) (521,320)
Effect of foreign currency exchange differences - (8,320) - (8,320)
Balance at 30 June 2017 - 313,500 234,423 547,923
Accumulated depreciation and impairment
Balance at 1 July 2016 (48,270) (164,195) (57,509) (269,974)
Depreciation expense (46,705) (142,959) (53,196) (242,860)
Depreciation on devices transferred to finished goods 1,059 - - 1,059
Depreciation on disposal 93,916 307,854 26,498 428,268
Effect of foreign currency exchange differences - 2,547 - 2,547
Balance at 30 June 2017 - 3,247 (84,207) (80,960)
Net book value
Balance at 30 June 2016 129,859 276,724 184,150 590,733
Balance at 30 June 2017 - 316,746 150,216 466,963
Gross carrying amount
Balance at 1 July 2017 - 313,500 234,423 547,923
Disposals - (3,008) (135,745) (138,753)
Balance at 30 June 2018 - 310,492 98,678 409,170
Accumulated depreciation and impairment
Balance at 1 July 2017 - 3,247 (84,207) (80,960)
Depreciation expense - (105,242) (31,870) (137,112)
Impairment - (89,979) (52,470) (142,449)
Depreciation on disposal - - 101,565 101,565
Balance at 30 June 2018 - (191,974) (66,982) (258,956)

Net book value
Balance at 30 June 2017 - 316,746 150,216 466,963

Balance at 30 June 2018 - 118,518 31,696 150,214
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Intellectual
property at Development Customer
cost atcost Trademarks Goodwill relationships Software Total
$ $ $ $ $ $ $
Gross carrying amount
Balance at 1 July 2016 11,807,442 5,238,814 842,868 12,216,795 220,000 - 30,325,919
Additions 134,644 2,529,428 10,939 - - - 2,675,011
?:ri';'izr;iig:m”gh business 8,995,044 - - 3,000,000 ; ; 11,995,044
Effect of foreign currenc -
exchange diffSrences ! 62,000 ) ) ) ) 62,000
Balance at 30 June 2017 20,999,130 7,768,242 853,807 15,216,795 220,000 - 45,057,974
Accumulated amortisation and
impairment
Balance at 1 July 2016 (2,363,841) (1,194,137) (29) - (23,833) - (3,581,840)
Amortisation expense (1,279,486) (489,361) (52) - (22,000) - (1,790,899)
Business acquisition adjustment - - - (181,936) - - (181,936)
Impairment loss recognised (4,466,551)  (5,088,765) (40,982)  (2,604,000) - - (12,200,298
Effect of for.elgn currency (4,170) } _ R - ) (4,170)
exchange differences
Balance at 30 June 2017 (8,114,048) (6,772,263) (41,063) (2,785,936) (45,833) - (17,759,143)
Net book value
Balance at 30 June 2017 12,885,082 995,979 812,744 12,430,859 174,167 - 27,298,831
Gross carrying amount
Balance at 1 July 2017 20,999,130 7,768,242 853,807 15,216,795 220,000 - 45,057,974
Additions - 1,018,066 - - - 143,622 1,161,688
Transfer between classes 207,760 (207,760) - - - - -
Disposals (3,335,626) (310,181) (63,807) - - - (3,709,614)
Effect of foreign currency
. 141,995 (42,152) - 87,473 - 187,316
exchange differences -
Balance at 30 June 2018 18,013,259 8,226,215 790,000 15,304,268 220,000 143,622 42,697,364
Accumulated amortisation and
impairment
Balance at 1 July 2017 (8,114,048) (6,772,263) (41,063) (2,785,936) (45,833) - (17,759,143)
Amortisation expense (2,084,214) (158,267) - - (35,424) (19,295) (2,297,200)
Transfer between classes (241,130) 263,874 (22,744) - - - -
Impairment loss recognised (7,535,902) (132,431) - (7,731,852) - (68,148) (15,468,333)
Disposals 3,335,626 310,181 63,807 - - - 3,709,614
Effect of foreign currency
exchange differences (192,659) (7,186) - - - - (199,845)
Balance at 30 June 2018 (14,832,327) (6,496,092) - (10,517,788) (81,257) (87,443) (32,014,907)
Net book value
Balance at 30 June 2018 3,180,932 1,730,123 790,000 4,786,480 138,743 56,179 10,682,457
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11. Carrying value of non-financial assets

Under AASB136 Impairment of Assets, the Group undertook impairment testing of the relevant cash generating units (CGU’s)
as required. Impairment testing was performed at 30 June 2018 to support the carrying value of intangible assets and
property, plant and equipment. Goodwill is allocated to CGUs according to applicable business operations. The recoverable
amount of a CGU is based on value in use calculations. These calculations are based on projected cash flows approved by the
board for the first year and management projections covering a further four years. Management’s determination of cash
flow projections are based on past performance and its expectation for the future performance.

Key assumptions and estimates
The following table describes key assumptions on which the Group has based the cash flow projections:

KEY ASSUMPTIONS BASIS OF ESTIMATION

Future cash flows VIU calculations, inclusive of working capital movements and forecast capital expenditure
based on financial projections approved by the Board for 1 year and a further 4 years
forecasted by management, extended to utilise tax losses generated in the forecast period,
then reverting to a terminal value.

Discount rate Discount rate applied to cash flow projection assessed to reflect the time value of money
and the perceived risk profile of the stage of the business.
Revenue growth Forecast growth based on Board approved budget for year one and management

projections for a further 4 years, and an assessed conversion of know revenue
opportunities for the business. Years 6 onwards assume modest growth is achieved within
existing business markets and geographies.

Expenses Forecast growth based on Board approved budget for year one and management
projections for a further 4 years, and an assessed cost growth for the business. Years 6
onwards assume modest growth within existing business markets and geographies.

The carrying value of Goodwill and other intangible assets relate to the Strata CGU only. The allocation of goodwill is made
to those cash generating units that are expected to benefit from the business combination in which the goodwill arose.

Cash generating unit with significant goodwill - Strata

For the Strata CGU, the present value of future cash flows has been calculated using a revenue growth rate of 24% for year
one, 34% in year two, 24% in year three, 12% in year four, 13% in year five, a terminal growth rate of 3% and a pre-tax
discount rate of 16.5% to determine value in use. The growth is largely driven by recent contract wins and the
commencement of PICA migration. Management have assessed that there is an impairment to goodwill of $4,731,852
(2017: $2,604,000) to the Strata CGU based on the value in use calculations.

To illustrate the sensitivity to future cash flows, if key assumptions differed such that expected future cash flows decreased
by 22% across the forecast period, without implementing mitigation plans, recoverable amount would be equal to the
carrying value

Other cash generating units

Management have assessed that there is an impairment to Intellectual Property to the Wattkeeper/Intellegin CGU of
$7,535,902, development cost of $132,431, software of $68,148 and an impairment of goodwill of $3,000,000 based on the
value in use calculations. At 30 June 2018 no intangible assets remained in this CGU.

Management have assessed that the intangible assets in respect of the Facilities CGU remain fully impaired at 30 June 2018

based on the value in use calculations. In 2017, this CGU included the devices business. At 30 June 2018 no intangible
assets remained in this CGU.

12. Trade and other payables

2018 2017

S $

Trade payables 247,065 542,449
Accrued expenses 732,366 832,021
Other payables 428,108 259,962

Total trade and other payables 1,407,539 1,634,432
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13. Provisions

2018 2017
$ $
Current
Employee leave (i) 579,459 813,013
Gratuity provision (ii) 104,985 397,415
Other provisions (iii) - 59,901
Total current provisions 684,444 1,270,329
Non-current
Employee leave (i) 15,945 27,955
Total non-current provisions 15,945 27,955

(i) The provision for employee leave represents annual leave and long service leave entitlements accrued.
(ii)Gratuity provision relates to Middle-East employees’ end of service employment entitlements which are required under United Arab Emirates Labour Laws.

(iii) Other provisions relate to costs associated with the restructuring of the business communicated prior to 30 June 2017.

14. Business combinations

On 8 February 2017, Urbanise acquired the business assets and International Intellectual Property of the Wattkeeper and
Intelligen Technology from Infotech (Pty) Ltd, Infotech RED (Pty) Ltd and Enermatics Energy (Pty) Ltd for a consideration of
$12 million. The technology was purchased as a complimentary product offering to the strata market for smart utilities
solutions. No changes were made in to the provisional purchase price allocation. Refer to Note 11 for impairment
assessment.

15. Issued capital and contributed equity

Issued and paid up capital

2018 2017

$ $

530,831,549 (2017: 353,887,699) Fully paid ordinary shares 93,821,895 87,173,208
Ordinary shares

2018 2017

No. $ No. $

Opening balance 353,887,699 87,173,208 258,122,399 65,668,289

Private placement - - 63,500,000 14,287,500

Rights issue(i) 176,943,850 7,077,754 32,265,300 7,259,693

Share issue costs - (429,067) - (60,391)

Tax effect of cost of share issue - - - 18,117

Closing balance 530,831,549 93,821,895 353,887,699 87,173,208

On 28 November 2017 Urbanise completed a fully underwritten rights issue of 176,943,850 shares at an issue price of 4 cents
per share, raising funds of $7,077,754. The rights issue closed with 103,715,686 shares issued to existing shareholders and
73,228,164 to the underwriters, Argosy Capital Limited and KTM Capital Limited. Argosy Capital Limited increased their
shareholding to 33.74% following the rights issue.

Capital management

The Group manages its capital to ensure that all entities in the Group will be able to continue as a going concern while
maximising the return to stakeholders. The Group’s overall strategy remains unchanged from the 2017 financial year. The
capital structure of the Group can, at various times, consist of cash and cash equivalents and equity attributable to equity
holders, comprising issued capital, reserves and accumulated losses. None of the Group’s entities are subject to externally
imposed capital requirements. Operating cash flows are used to maintain and expand operations, as well as to make
routine expenditures including tax and general administrative outgoings.
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16. Reserves

Foreign currency translation reserve

This reserve is used to record the exchange differences relating to the translation of the net assets of the Group’s foreign
operations from their functional currencies to the Group’s presentation currency (i.e. Australian dollars). They are
recognised directly in other comprehensive income and accumulated in the foreign currency translation reserve.

Share-based payment reserve

The share-based payment reserve is used to record the fair value of shares or options issued to employees and directors as
part of their remuneration. The balance is transferred to share capital when options are exercised.

17. Commitments

The Group has entered into the following lease arrangements:

i A5 year lease on the Urbanise’s corporate headquarters in Melbourne, which terminates on 21 May 2020;
ii. A 1 year lease on the Urbanise operational headquarters in Dubai, which terminates on 1 January 2019;
iii. A 3 year lease for office space in Brisbane for Mystrata Pty Ltd headquarters, which terminates on 15 April 2019;

iv. A5 year lease for office space in Sydney, which terminates on 30 November 2022;

V. A 1 year lease for office space for Mystrata Middle East FZ LLC in Dubai, which terminates on 4 January 2019; and

Vi. A 3 year lease for office space for Urbanise com (Pty) Ltd in Cape Town South Africa, which terminates on 30 June
2019.

The following obligations relating to the leases are not provided for in the financial report, and are payable:

2018 2017

$ $

Not longer than 1 year 333,760 443,380
Longer than 1 year and not longer than 5 years 389,675 581,304
Balance at end of year 723,435 1,024,684

18. Subsidiaries

The parent entity of the Group is Urbanise.com Limited, which has the subsidiaries detailed in the following table.

Ownership interest

Country of
incorporation 2018 2017
% %

Parent entity
Urbanise.com Limited Australia
Subsidiaries
Urbanise.com (SEA) Pte Limited Singapore 100 100
Urbanise DWC LLC United Arab Emirates 100 100
MyStrata Pty Limited Australia 100 100
MyStrata Holdings Pty Limited Australia 100 100
MyStrata Middle East FZ LLC United Arab Emirates 100 100
Urbanise com (Pty) Limited South Africa 100 100

During FY2018, Urbanise.com (MENA) Pty Limited, a dormant company, was deregistered effective 27 December 2017
During FY2017, Urbanise relinquished ownership of Urbanise.com (UK) Limited effective of 7 February 2017.

The Group has no significant restrictions on its ability to access or use the assets and settle the liabilities of the group.
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19. Cash flows from operations reconciliation

Cash and cash equivalents

2018 2017
$ $
Cash at bank 3,072,098 5,234,200
Cash on hand 108 6,789
Total cash and cash equivalents 3,072,206 5,240,989
Cash flow information
2018 2017
$ $
Profit/(loss) for the year: (27,560,041) (36,159,132)
Non-cash items:
Depreciation and amortisation 2,426,985 2,033,759
Share based payments 40,042 34,884
Unrealised foreign exchange (378,127) 4,656
Movements in reserves (399,603) (127,792)
(Profit)/loss on disposal of fixed assets (374,578) 97,619
(Profit)/loss on disposal of subsidiary - 30,523
Impairment of intangible assets 15,468,333 12,200,298
Impairment of inventory 996,830 379,628
Impairment of PPE 142,449 -
Impairment /(impairment reversal) of trade debtors (428,300) 7,070,900
Other (103,215) -
Items classified as investing activities:
Foreign exchange on business acquisition - 316,674
Changes in net assets and liabilities:
Decrease/(increase) in trade and other receivables 1,025,674 3,217,537
Decrease/(increase) in inventory 1,038,547 (824,612)
Decrease/(increase) in other assets 621,989 -
Increase/(decrease) in trade and other payables (226,893) 184,383
Increase/(decrease) in employee provisions (597,895) 87,766
Increase/(decrease) in tax payable 62,222 2,942,099
Increase (decrease) in deferred income 246,413 (249,744)
Net cash used in operating activities (7,999,168) (8,760,554)

Non-cash financing and investing activities

There were no significant non-cash financing and investing transactions during financial year 30 June 2018 (2017: $Nil).
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20. Financial risk management
The Group is exposed to a variety of financial risks comprising:

e Market price risk
e Currency risk

e Interest rate risk
e Credit risk

e Liquidity risk

The board of directors has overall responsibility for identifying and managing operational and financial risks and mitigate
through appropriate controls and risk limits.

The Group holds the following financial instruments:

2018 2017
$ $
Financial assets

Cash and cash equivalents 3,072,206 5,240,989
Trade and other receivables 2,131,323 3,170,851
5,203,529 8,411,840

Financial liabilities
Trade and other payables 1,407,539 1,634,432
1,407,539 1,634,432

Market price risk

Market price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices (other than those arising from interest rate risk or currency risk). The Group does not enter into
or trade financial instruments, including derivative financial instruments, for speculative purposes. Urbanise are not
exposed to material price risk.

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
foreign exchange rates. The Group undertakes certain transactions denominated in foreign currencies, hence exposures to
exchange rate fluctuations arise. At the end of the year the Group was exposed to US Dollar (USD), Dirhams (AED), Great
British Pound (GBP), Euro (EUR), South African Rands (ZAR) and Singapore dollars (SGD), currency fluctuations. Exchange
rate exposures are managed within approved internal policy parameters. The carrying amount of the Group’s foreign
currency denominated monetary assets and liabilities at the reporting date were:

Foreign currency sensitivity analysis

Liabilities Assets
2018 2017 2018 2017
$ $ $ $
USD (Australian dollars equivalent) (7,225) (37,906) 867,796 1,923,179
GBP (Australian dollars equivalent) (29,853) (44,394) 78,740 18,821
EUR (Australian dollars equivalent) - - 118,072 116,677

Based on the financial instruments held at 30 June 2018 the Group’s post tax profit and equity would have been $125,706
lower (2017: $837,772 higher/lower) with a 10% increase/decrease in the Australian dollar against other foreign
currencies. The Group’s sensitivity to foreign currency risk has elevated year on year due to the structuring of debt
receivables with customers in foreign countries, in addition to increased international transactions as the Group is in a
rapid growth phase.

10% is the sensitivity rate used when reporting foreign currency risk internally to key management personnel and
represents management’s assessment of the possible change in foreign exchange rates in the short-term.
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Interest rate risk management

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate as a result of
changes in market interest rates. The Group is not exposed to any significant interest rate risk as there are no external
debts or borrowings.

Interest rate risk sensitivity analysis

At reporting date, there were no borrowings in relation to bank facilities. A 100-basis points change on the interest rates
would result in an increase/decrease to the Group’s net profit by approximately $30,722 based on the cash held at the end
of the year (2017: $59,405).

Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
Group. The Group has adopted a policy of only dealing with creditworthy counterparties and obtaining sufficient collateral
where appropriate, as a means of mitigating the risk of financial loss from defaults. The Group’s exposure and the credit
ratings of its counterparties are continuously monitored. The maximum exposure to credit risk, excluding the value of any
collateral or other security, at balance date of recognised financial assets is the carrying amount of those assets, net of any
provisions for impairment of those assets, as disclosed in consolidated statement of financial position and notes to the
consolidated financial statements.

The Group does not have any material credit risk exposure to any single debtor or group of debtors under financial
instruments entered into by the Group.

Cash deposits
Credit risk for cash deposits is managed by holding all cash deposits with major banks.
Trade and other receivables

Credit risk for trade receivables is managed by setting credit limits and completing credit checks for new customers.
Outstanding receivables are regularly monitored for payment in accordance with credit terms. The ageing analysis of trade
and other receivables is provided in Note 6. As the Group undertakes transactions with a large number of customers and
regularly monitors payment in accordance with credit terms, the financial assets that are neither past due nor impaired,
are expected to be received in accordance with the credit terms.

The Group does not have any material credit risk exposure for other receivables or other financial instruments.
Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Board, which has built an appropriate liquidity risk
management framework for the management of the Group’s short, medium and long-term funding and liquidity
management requirements. The Group manages liquidity risk by maintaining adequate reserves and continuously
monitoring forecast and actual cash flows and matching the maturity profiles of financial assets and liabilities. The table
below represents the undiscounted contractual settlement terms for financial instruments and management’s expectation
for settlement of undiscounted maturities.

Total contractual Carrying

<1 Year 1-5years cash flows amount

2018 s $ s s
Payables (1,407,539) - (1,407,539) (1,407,539)
(1,407,539) - (1,407,539) (1,407,539)

Total contractual Carrying

<1 Year 1-5years cash flows amount

2017 s s s N
Payables (1,634,432) - (1,634,432) (1,634,432)

(1,634,432) - (1,634,432) (1,634,432)
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Fair value compared with carrying amounts

The Directors consider that the carrying amounts of financial assets and financial liabilities recognised in the consolidated
financial statements approximate their fair values.

21. Fair value measurements

This note provides information about how the Group determines fair values of various financial assets and financial
liabilities.

Fair value hierarchy

Asset and liabilities measured and recognised at fair value have been determined by the following fair value measurement
hierarchy:
e Level 1inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can
access at the measurement date;
e Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset or
liability, either directly or indirectly; and
e Level 3 inputs are unobservable inputs for the asset or liability.

At 30 June 2018 and 30 June 2017, the Group did not have any assets or liabilities held at fair value.

Transfers between level 1 and level 2
There were no transfers between level 1 and level 2 of the fair value hierarchy during the year.
Valuation techniques and inputs used in level 3 fair value measurements

There were no financial assets or liabilities measured at fair value at 30 June 2018.

22. Key management personnel compensation

Key management is defined as Directors and other key management personnel. The aggregate compensation made to key
management personnel of the Group is set out below:

2018 2017

$ $

Short-term employee benefits 1,758,467 741,602
Long-term employee benefits 15,592 81,312
Termination payments 228,558 -
Post-employment benefits - superannuation 82,766 11,297
Share-based payments 40,042 11,234

Total key management personnel compensation 2,125,425 845,445
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23. Related party transactions

Transactions with key management personnel

(i) Key management personnel compensation

Details of key management personnel compensation is disclosed in Note 22.
(ii) Loans to key management personnel

There were no loans to key management personnel during the financial year.
(iii) Other transactions with key management personnel of the Group

There were no other transactions with key management personnel of the Group during the financial year or in
the prior year.

Transactions between Urbanise.com Limited and its related parties
(i) Related parties

Balances and transactions between the Company and its subsidiaries, which are related parties of the Group,
have been eliminated on consolidation and are not disclosed in this note.

24. Remuneration of auditors

2018 2017
$ S
Auditor of the parent entity EY (2017: Pitcher Partners):
Audit and review of the financial report 222,100 244,458
Non-audit services:
- Assurance related 50,000 5,000
- Taxation compliance 12,500 23,100
Total remuneration of auditors 284,600 272,558
25. Loss per share
2018 2017
Basic earnings loss cent per share() (6.02) (12.42)
Diluted earnings loss cent per share (i) (6.02) (12.42)
(i) Basic and diluted loss per share
Net loss from continued and continuing operations (27,560,041) (36,159,132)
2018 2017
Number Number

Weighted average number of ordinary shares for the purposes of basic and diluted

; 457,630,119 291,076,610
earnings per share

(ii) Diluted earnings/(loss) per share

Potential ordinary shares are anti-dilutive and are therefore excluded from the weighted average number of ordinary
shares for the purposes of diluted earnings per share. Accordingly, the number used to calculate the diluted
earnings/(loss) per share is the same as the number used to calculate the basic earnings/(loss) per share.
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26. Share-based payments

Employee share option and Performance rights share plan

Share options and share performance rights are granted to executives and staff as part of their remuneration package
under the Employee Share Option Plan. There are no cash settlement alternatives. The Employee Share Option Plan is
designed to provide long-term incentives for senior managers and above (including Directors) to deliver long-term
shareholder returns. Participation in the plan is at the Board’s discretion and there is no individual contractual right to
participate in the plan or to receive any guaranteed benefits.

The following share-based payment arrangements were in existence during the current and comparative reporting periods
and are supported by the tables provided below:

Performance share rights

2018 2017

No. No.

Opening balance - -

Performance share rights issued 16,541,250 -

Performance share rights forfeited (10,595,000) -
Closing balance 5,946,250

On 21 November 2017, a resolution was passed at the Annual General Meeting to issue 16,541,250 performance share
rights to Urbanise employees and Directors. There is no issue or exercise price on these performance rights.

Performance share rights

Financial Year 2018

. . Balance Granted Exercised Expired/ Balance Balance

Grant Expiry Exercise at . L . vested
Date Date Price  beginning during during f?rfelted atend of at end
of year year year  during year year . year

29/09/17 (i)a  30/6/18 $0.00 - 1,684,375 - (337,500) 1,346,875 -
21/11/17 (i)a  30/6/18 $0.00 - 1,867,500 - (1,867,500) - -
29/09/17 ()b 30/6/19 $0.00 - 1,684,375 - (337,500) 1,346,875 -
21/11/17 ()b 30/6/19 $0.00 - 1,867,500 - (1,867,500) - -
29/09/17 (i)a  30/6/18 $0.00 - 1,312,486 - (478,328) 834,158 -
21/11/17 (ii)a 30/6/18 $0.00 - 1,833,332 - (1,583,332) 250,000 -
29/09/17 (i)  30/6/19 $0.00 - 1,312,504 - (478,337) 834,167 -
21/11/17 ()b 30/6/19 $0.00 - 1,833,334 - (1,583,334) 250,000 -
29/09/17 (ii)c  30/6/20 $0.00 - 1,312,510 - (478,335) 834,175 -

21/11/17  (i)e  30/6/20 $0.00 1,833,334 - (1,583,334) 250,000 -
Total - 16,541,250 (10,595,000) 5,946,250 -

(i) Vesting condition: Share price
a.  Tranche 1 —The Share Price of the Company’s shares is to be greater than 20 cents per share (based upon the
Volume Weighted Average Price of shares for the last 5 days of trading prior to 30 June 2018).
b.  Tranche 2 — The Share Price of the Company’s shares is to be greater than 30 cents per share (based upon the
Volume Weighted Average Price of shares for the last 5 days of trading prior to 30 June 2019).
In the event that the performance criteria applicable to tranche 1 performance rights are not met, the tranche may vest
subject to achievement of the tranche 2 performance criteria.
(ii) Vesting condition: Revenue
a.  Tranche 1 —Reported revenue of greater than AUD12 million in the financial year ending 30 June 2018.
b.  Tranche 2 — Reported revenue of greater than AUD15 million in the financial year ending 30 June 2019.
c.  Tranche 3 —Reported revenue of greater than AUD17 million in the financial year ending 30 June 2020.
In the event that the performance criteria applicable to tranche 1 and tranche 2 Performance Rights are not achieved, the
tranches may vest subject to achievement of the tranche 2 or tranche 3 performance criteria.



Expenses recognised from share-based payment transactions

Grant Date

29/9/2017
29/9/2017
29/9/2017
29/9/2017
29/9/2017
21/11/2017
21/11/2017
21/11/2017
21/11/2017
21/11/2017

Grant Date

Fair value of
performance
shares at grant
date

$0.0078
$0.0069
$0.0078
$0.0069
$0.0078
$0.0062
$0.0056
$0.0078
$0.0078
$0.0078

Fair value of
performance
shares at grant
date

No. of
performance
shares
granted

1,684,375
1,684,375
1,312,486
1,312,504
1,312,510
1,867,500
1,867,500
1,833,332
1,833,334
1,833,334

No. of
performance
shares
granted
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Financial Year 2018

Expiry date

30/06/2018
30/06/2019
30/06/2018
30/06/2019
30/06/2020
30/06/2018
30/06/2019
30/06/2020
30/06/2020
30/06/2020

Share price at
grant date

$0.05
$0.05
$0.05
$0.05
$0.05
$0.04
$0.04
$0.04
$0.04
$0.04

Financial Year 2017

Expiry date

Share price at
grant date

Expected

volatility of

shares

80%
80%
80%
80%
80%
80%
80%
80%
80%
80%

Expected
volatility of

shares

Expected Risk-free
dividend interest
yield rate

0% 1.95%
0% 1.95%
0% 1.95%
0% 1.95%
0% 1.95%
0% 1.77%
0% 1.77%
0% 1.77%
0% 1.77%
0% 1.77%
Expected Risk-free
dividend interest
yield rate

The expense recognised in relation to the share-based payment transactions of $40,042 (2017: $34,884) was recorded
within employee benefits expense in the statement of comprehensive income.

Options

Opening balance

Share based payments

Options granted over ordinary shares(i)

Options expired/forfeited(ii)

Closing balance

2018

No.

22,488,905

550,000
(7,667,500)
15,371,405

$
1,941,721

40,042

1,981,763

2017
No.
34,716,405
500,000
(12,727,500)
22,488,905

$
1,906,837

34,884

1,941,721

On 21 November 2017, a resolution was passed at the Annual General Meeting to issue 550,000 share options to Anthony
Scotton with exercise prices of $0.175 (250,000 options) and $0.225 (300,000 options).
6,900,000 share options expired during the year ended 30 June 2018 and 767,500 share options were forfeited during the year
ended 30 June 2018 following employee departures.



Grant
Date

9/08/12
5/10/12
30/06/13
11/12/13
11/12/13
11/12/13
6/06/14
4/08/14
7/8/14
10/12/14
22/04/15
4/05/15
1/05/15
15/12/15
29/04/16
1/12/16
21/11/17
21/11/17
Total

(ii)
(ii)
(ii)

(ii)
(ii)

(iii)

(iv)

(i)
(i)

Expiry
Date

9/08/17

9/08/17

30/06/18
31/12/18
31/12/18
31/12/18
6/06/19

4/08/19

31/08/19
17/12/19
6/02/23

15/11/22
31/12/18
15/12/20
28/04/21
30/11/17
23/11/20
23/11/20

Exercise
Price

$0.20
$0.20
$0.20
$0.20
$0.24
$0.30
$0.20
$0.20
$0.19
$0.65
$0.75
$0.75
$1.00
$0.69
$0.40
$0.47
$0.18
$0.23
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Balance at
beginning
of year

2,000,000
1,400,000
3,000,000
2,000,000
2,000,000
2,000,000
3,000,000
400,000
5,426,405
100,000
100,000
100,000
200,000
162,500
100,000
500,000

22,448,905

Financial Year 2018

Granted
during
year

250,000
300,000
550,000

Exercised Expired/
during forfeited
year during year

- (2,000,000)
- (1,400,000)
- (3,000,000)
- (100,000)
- (100,000)
- (17,500)
- (500,000)
- (250,000)
- (300,000)
- (7,667,500)

Balance at
end of
year

2,000,000
2,000,000
2,000,000
3,000,000

400,000
5,426,405

100,000

200,000
145,000
100,000

15,371,405

Balance
vested at
end of
year

2,000,000
2,000,000
2,000,000
2,300,000

400,000
5,426,405

100,000

200,000
48,333
100,000

14,574,738

On 21 November 2017, a resolution was passed at the Annual General Meeting to issue 550,000 share options to Anthony Scotton

with exercise prices of $0.175 on 250,000 options and $0.225 on the remaining 300,000 options. These options were forfeited due to
resignation.
6,600,000 share options expired during the year 30 June 2018.

17,500 share options were forfeited during the year ended 30 June 2018 following employee departures.

On 1 December 2016, 500,000 options were issued as part of the PICA arrangement with an expiry date of 12 months from grant
date. The options lapsed on 23 November 2017.
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Financial Year 2017

Grant Expiry Exercise Bal.am.:e at Grartted Exerc.ised Expir.ed/ Balance at Balance
Date Date Price beginning of during during fc.)rfelted end of vested at

year year year during year) year end of year
10/10/11 10/10/16 $0.20 8,200,000 - - (8,200,000) - -
30/06/12 30/06/17 $0.20 3,000,000 - - (3,000,000) - -
9/08/12 9/08/17 $0.20 2,000,000 - - - 2,000,000 2,000,000
5/10/12 9/08/17 $0.20 1,400,000 - - - 1,400,000 1,400,000
30/06/13 30/06/18 $0.20 3,000,000 - - - 3,000,000 3,000,000
11/12/13  31/12/18 $0.20 2,000,000 - - - 2,000,000 2,000,000
11/12/13  31/12/18 $0.24 2,000,000 - - - 2,000,000 2,000,000
11/12/13  31/12/18 $0.30 2,000,000 - - - 2,000,000 2,000,000
31/01/14 31/01/19 $0.20 400,000 - - (400,000) - -
15/05/14 27/06/19 $0.20 400,000 - - (400,000) - -
6/06/14 6/06/19 $0.20 3,000,000 - - - 3,000,000 2,300,000
4/08/14 4/08/19 $0.20 400,000 - - - 400,000 400,000
7/08/14 31/08/19 $0.19 5,426,405 - - - 5,426,405 5,426,405
10/12/14 17/12/19 $0.65 100,000 - - - 100,000 100,000
22/04/15 6/02/23 $0.75 100,000 - - - 100,000 65,000
25/04/15 5/10/22 $0.75 100,000 - - (100,000) - -
28/04/15 1/11/22 $0.75 100,000 - - (100,000) - -
30/04/15 22/09/21 $0.75 250,000 - - (250,000) - -
1/05/15 22/09/21 $0.75 250,000 - - (250,000) - -
4/05/15 15/11/22 $0.75 100,000 - - - 100,000 65,000
1/05/15 31/12/18 $1.00 200,000 - - - 200,000 200,000
15/12/15 15/12/20 $0.69 190,000 - - (27,500) 162,500 54,167
29/04/16 28/04/21 $0.40 100,000 - - - 100,000 33,333
1/12/16 30/11/17M) $0.47 - 500,000 - - 500,000 500,000
Total 34,716,405 500,000 - (12,727,500) 22,488,905 21,520,572

V. 12,727,500 share options at an exercise price of $0.20 expired or were forfeited during financial year ended 30 June 2017.
vi. On 1 December 2016, 500,000 options were issued as part of the PICA arrangement with an expiry date of 12 months from grant

date. Because of the options being out of the money and other terms and conditions, they have been attributed with a nil value.

Grant Date

21/11/2017
21/11/2017

Grant Date

1/12/2016

Fair value of
options at
grant date

$0.0058
$0.0073

Fair value of
options at
grant date

$0.001

Financial Year 2018

No. of . Expected
. . Share price at "
options Expiry date volatility
grant date
granted of shares
300,000 23/11/2020 $0.04 80%
250,000 23/11/2020 $0.04 80%
Financial Year 2017
No: of . Share price at Exp(.e(':ted
options Expiry date volatility of
grant date
granted shares
500,000 30/11/2017 $0.18

Expected Risk-free Exercise
dividend interest Price
yield rate
0% 1.77%  $0.175
0% 1.77%  $0.225
Expected Risk-free
dividend interest
yield rate

0% 1.81%

No share options were exercised during the year ended 30 June 2018. The weighted average share price for share options exercised for

the year ended 30 June 2017 was $0.18. The weighted average remaining contractual life for share options outstanding at the end of the

period was 2.8 years.
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27. Subsequent events

Other than noted below and as already noted in the financial statements, there have been no significant subsequent
events in the affairs of the Group at the date of this report.

On 29 August 2018 Urbanise announced a fully underwritten non-renounceable rights issue of 151,666,157 shares at an
issue price of 2.7 cents per share, raising funds of $4,094,986 before costs. The proceeds of this capital raising will be
applied to complete the first phase of the Strata renewal, develop new features and applications for all products and fund
the operations of the company for the next year.

28. Deed of cross guarantee

Pursuant to ASIC Class Order 98/1418 (as amended) dated 13 August 1998, the wholly-owned subsidiaries listed below are
relieved from the Corporations Act 2001 requirements for preparation, audit and lodgement of financial reports, and
Director’s reports.

It is a condition of the Class Order that the Company and each of the subsidiaries enter into a Deed of Cross Guarantee.
The effect of the Deed is that the Company guarantees to each creditor payment in full of any debt in the event of winding
up any of the subsidiaries under certain provisions of the Corporations Act 2001. If a winding up occurs under other
provisions of the Act, the Company will only be liable in the event that after six months any creditor has not been paid in
full. The subsidiaries have also given similar guarantees in the event that the Company is wound up.

The following companies are parties to a deed of cross guarantee under which each company guarantees the debts of the
others:

. Urbanise.com Limited;

e  Mystrata Pty Limited; and

e  Mystrata Holdings Pty Limited

e  Urbanise.com (SEA) Pte. Limited

Urbanise.com Limited, Mystrata Pty Limited, Urbanise.com (SEA) Pte.Limited and Mystrata Holdings Pty Ltd entered
into a Deed of Cross Guarantee on 26 June 2015. A consolidated statement of comprehensive income and
consolidated statement of financial position, comprising the Company and the controlled entities which are party to
the Deed, after eliminating all transactions between parties to the Deed of Cross Guarantee, for the year ended 30
June 2018 is set out below.


http://urbanise.com/
http://urbanise.com/
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Closed group consolidated statement of comprehensive income for the year ended 30 June 2018

2018 2017
$ $

Revenue and other income
Sales revenue 2,983,334 3,113,911
Other income 1,086,308 384,745

4,069,642 3,498,656

Less: expenses

Impairment of PPE/intangible assets (12,179,597) (12,200,298)
Impairment of trade receivables 382,116 (6,702,328)
Employee and contractor cost (8,676,033) (6,329,340)
Depreciation and amortisation expenses (1,899,427) (1,849,543)
IT subscription and licence cost (1,942,877) (1,179,050)
Occupancy cost (934,310) (620,521)
Cost of implementation and materials (545,862) (2,937,598)
Professional fees (651,360) (1,151,700)
Travel cost (484,218) (478,944)
Advertising and Promotion Expenses (65,177) (73,469)
Finance costs - (2)
Foreign Exchange (loss)/gain (75,265) (555,137)
Impairment provision (2,730,231) (3,550,311)
Other expenses (3,595,212) (1,265,479)
Profit/(loss) before tax (28,327,811) (35,395,064)
Income tax expense - (3,003,320)
Profit/(loss) for the year (28,327,811) (38,398,384)
Other comprehensive income for the year net of income tax - (31,891)

Total comprehensive income/(loss) for the year (28,327,811) (38,430,275)
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Closed group consolidated statement of financial position as at 30 June 2018

Current assets

Cash and cash equivalents
Trade and other receivables
Other assets

Current tax receivable
Inventory

Total current assets

Non-current assets

Property, plant and equipment
Intangible assets

Goodwill

Other non-current assets
Total non-current assets

Total assets

Current liabilities

Trade and other payables
Provisions

Other liabilities

Total current liabilities

Non-current liabilities
Provisions

Total non-current liabilities
Total liabilities

Net assets

Equity

Issued capital and contributed equity

Employee option reserve

Foreign currency translation reserve

Accumulated losses
Total equity

2018 2017
$ S
2,253,444 5,075,450
1,272,193 2,474,531
1,014,556 4,802,212

- 61,222

- 966,858
4,540,193 13,380,273
127,363 417,571
5,895,978 13,695,752
4,786,480 9,430,858
- 475,020
10,809,821 24,019,201
15,350,014 37,399,474
1,226,223 1,455,100
502,041 962,224
2,411,835 2,020,374
4,140,099 4,437,698
15,945 27,955
15,945 27,955
4,156,044 4,465,653
11,193,970 32,933,821
95,226,934 88,534,115
1,981,763 1,941,721
(162,085) (17,184)
(85,852,642)  (57,524,831)
11,193,970 32,933,821
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29. Parent entity information

The accounting policies of the parent entity, which have been applied in determining the financial information shown
below, are the same as those applied in the consolidated financial statements except for investments in subsidiaries
recognised at cost. Refer to Note 1 for a summary of the significant accounting policies relating to the Group.

The parent entity has entered into a Deed of Cross Guarantee with the effect that the Company guarantees debts in
respect of certain subsidiaries. Refer to Note 28 for detailed disclosure.

Summarised statement of financial position as at 30 June 2018

2018 2017
$ $
Assets
Total current assets 4,448,595 11,071,636
Total non-current assets 5,867,961 24,604,645
Total assets 10,316,556 35,676,281
Liabilities
Total current liabilities 1,582,623 2,278,150
Total non-current liabilities 10,716 5,037
Total liabilities 1,593,339 2,283,187
Net assets 8,723,217 33,393,094
Equity
Issued capital and contributed equity 93,821,852 87,173,209
Employee option reserve 1,981,763 1,941,721
Accumulated losses (87,080,400) (55,721,836)
Total equity 8,773,217 33,393,094
2018 2017
$ $
Profit/(loss) for the year (31,358,563) (38,294,245)

Other comprehensive income - -

Total comprehensive income/(loss) (31,358,563) (38,294,245)




DIRECTORS’ DECLARATION

Directors’ declaration

In the Directors opinion:

i there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become
due and payable;

ii. the attached financial statements and notes set out on pages 20 to 60 are in accordance with the Corporations
Act 2001 and give a true and fair view of the financial position and performance of the Group for the financial
year ended on 30 June 2018.

The Directors have been given the declarations required by section 295A of the Corporations Act 2001.

Note 1 confirms that the financial statements also comply with International Financial Reporting Standards as issued by the
International Accounting Standards Board.

At the date of this declaration, the company is within the class of companies affected by ASIC Class Order 98/1418. The
nature of the deed of cross guarantee is such that each company which is party to the deed guarantees to each creditor
payment in full of any debt in accordance with the deed of cross guarantee.

In the directors’ opinion, there are reasonable grounds to believe that the company and the companies to which the ASIC
Class Order applies, as detailed in Note 29 to the financial statements will, as a group, be able to meet any obligations or
liabilities to which they are, or may become, subject by virtue of the deed of cross guarantee.

Signed in accordance with a resolution of the Directors made pursuant to section 295(5) of the Corporations Act 2001.

On behalf of the Directors,

Almero Strauss
Chairman
Melbourne, 29 August 2018
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Independent Auditor's Report to the Members of Urbanise.com Limited

Report on the Audit of the Financial Report
Opinion

We have audited the financial report of Urbanise.com Limited (the Company) and its subsidiaries
(collectively the Group), which comprises the consolidated statement of financial position as at 30
June 2018, the consolidated statement of comprehensive loss, consolidated statement of changesin
equity and consolidated statement of cash flows for the year then ended, notes to the financial
statements, including a summary of significant accounting policies, and the directors' declaration.

In our opinion, the accompanying financial report of the Group is in accordance with the Corporations
Act 2001, including:

a) giving a true and fair view of the consolidated financial position of the Group as at 30 June
2018 and of its consolidated financial performance for the year ended on that date; and

b) complying with Australian Accounting Standards and the Corporations Regulations 2001.
Basis for Opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further described in the Auditor’'s Responsibilities for the Audit of the Financial
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 audit of the financial report in Australia. We have also
fulfilled our other ethical responsibilities in accordance with the Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 1 in the financial report which describes the principal conditions that raise
doubt about the Group's ability to continue as a going concern. These events or conditions indicate
that a material uncertainty exists that may cast significant doubt on the Group's ability to continue as
a going concern. Our opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial report of the current year. These matters were addressed in the context of
our audit of the financial report as a whole, and in forming our opinion thereon, but we do not provide
a separate opinion on these matters. For each matter below, our description of how our audit
addressed the matter is provided in that context. In addition to the matters described in the Material
Uncertainty Related to Going Concern section, we have determined the matters described below to be
the key audit matters to be communicated in our report.

Amember firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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We have fulfilled the responsibilities described in the Auditor’s Responsibilities for the Audit of the
Financial Report section of our report, including in relation to these matters. Accordingly, our audit
included the performance of procedures designed to respond to our assessment of the risks of
material misstatement of the financial report. The results of our audit procedures, including the
procedures performed to address the matters below, provide the basis for our audit opinion on the

accompanying financial report.

1. Carrying value of intangible assets (including goodwill) and property, plant and equipment

As required by Australian Accounting Standards,
the Group annually tests goodwill for impairment
and tests other intangible assets and property,
plant and equipment where indicators of
impairment exist using a discounted cash flow
("DCF") model to estimate the recoverable value.

This impairment test was significant to our audit
because the assessment process is complex and
judgmental and is based on assumptions that are
impacted by future market or economic
conditions and the achievement of forecast cash
flow and growth assumptions.

The Group recorded impairment charges totalling
$15,468,333 and $142,449 during the financial
year relating to the intangible assets (including
goodwill) and property, plant and equipment of
the Wattkeeper/Intelligen, Facilities and Strata
cash generating units (“CGUs") respectively.

The Group's disclosures are included in Note 11
of the consolidated financial report which
specifically explain the key assumptions used;
and sensitivity of changes in the key assumptions
which could give rise to further impairment of the
intangible assets (including goodwill) and
property, plant and equipment in the future.

A member firm of Ernst & Young Global Limited

How our audit addressed the key audit matter

The audit procedures we performed included
evaluating the Group's assessment of impairment
indicators, and evaluation of the assumptions and
methodologies used by the Group in the DCF model,
in particular those relating to key assumptions set
out in Note 11 of the consolidated financial report.
We involved our valuation specialists to assist in
these audit procedures.

In respect of the Group's DCF model and forecasts,
we:

» Agreed the underlying cash flow projections to
the Board approved forecasts;

» Tested the mathematical accuracy of the DCF
model;

» Assessed key assumptions such as forecast
revenue growth;

» Assessed the Group's current year actual
results in comparison to prior year forecasts to
assess forecast accuracy;

» Considered capital expenditure forecasts;

» Assessed discount rates through comparing the
cost of capital for the Group with comparable
businesses; and

» Considered earnings multiples against
comparable companies as a valuation cross
check.

We performed sensitivity analysis in respect of
certain assumptions noted above, to ascertain the
extent of changes in those assumptions which
either individually or collectively would be required
for the intangible assets (including goodwill) to be
impaired. We assessed the likelihood of these
changes in assumptions arising.

Liability limited by a scheme approved under Professional Standards Legislation
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2. Revenue recognition

Revenue recognition was significant to our audit
due to the inherent complexity of a Software as a
Service ("SaaS") business, where the terms and
conditions contained in individual customer
agreements are important to determine the
timing of revenue recognition.

Further, in the Group's industry a variety of
customer contracts and revenue arrangements
may be entered into that require careful
consideration and judgement to determine when
revenue recognition should be recognised.

There is a risk that revenue could be recorded in
the incorrect year or misstated due to the
judgmental nature of revenue recognition for
contracts containing multiple services.

The Group's sources of revenue are disclosed in
Note 3 of the consolidated financial report.

A member firm of Ernst & Young Global Limited
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How our audit addressed the key audit matter

We assessed the adequacy of the Group's
disclosures of those assumptions in Note 11 to the
consolidated financial report, to which the outcome
of the impairment test is most sensitive, that is,
those that have the most significant effect on the
determination of the recoverable amount of
intangible assets (including goodwill) and property,
plant and equipment.

How our audit addressed the key audit matter

We assessed whether the Group's revenue
recognition accounting policies comply with
Australian Accounting Standards.

We assessed the effectiveness of relevant controls
relating to revenue recognition.

We extracted data from the Group's accounting
systems and used data analysis techniques, such as
correlation analysis, to assess the recognition of
revenue during the year.

We tested whether revenue had been correctly
recorded during the period for a sample of revenue
transactions, considering the terms of the
underlying customer contract.

We also tested a sample of transactions, both prior
to and subsequent to the balance sheet date, to
assess whether revenue was recognised in the
appropriate period.

We analysed credit notes issued to customers
subsequent to year end and considered whether
these related to sales recognised in the financial
year ended 30 June 2018.

We also assessed the Group's adequacy of
disclosures in regards to revenue in Note 3 of the
financial report.

Liability limited by a scheme approved under Professional Standards Legislation
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3. Sale of the devices IP

The sale of the devices IP (the “Transaction™),
disclosed in Note 3, was a significant transaction
for the Group resulting in a gain on sale
recognised totalling $436,711. The Sale
Agreement (the “Agreement") related to the
transaction outlined reseller, revenue sharing
and commission arrangements (the

Page 4

How our audit addressed the key audit matter

We agreed the cash consideration to the
Agreement and bank statements and underlying
carrying value of net assets before disposal to
financial records.

We assessed the contractual terms and conditions
of the Agreement, including the Arrangements
under the Transaction, to determine whether the

"Arrangements”) with the buyer. . . . .
accounting for the sale was in compliance with
Accordingly, this was considered a key audit Australian Accounting Standards.

matter. We also assessed the Group's adequacy of

disclosures in respect of the Transaction in Note 3
of the consolidated financial report.

Information Other than the Financial Statements and Auditor’s Report

The directors are responsible for the other information. The other information comprises the
information included in the Group's 2018 Annual Report other than the financial report and our
auditor's report thereon. We obtained the Directors’' Report that is to be included in the Annual
Report, prior to the date of this auditor's report, and we expect to obtain the remaining sections of the
Annual Report after the date of this auditor's report.

Our opinion on the financial report does not cover the other information and we do not and will not
express any form of assurance conclusion thereon with the exception of the Remuneration Report and
our related assurance opinion.

In connection with our audit of the financial report, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
report or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information obtained prior to the date of this
auditor's report, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the Financial Report

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

In preparing the financial report, the directors are responsible for assessing the Group's ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation



EY

Building a better
working world

Page 5

Auditor's Responsibilities for the Audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is
free from material 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
audit conducted in accordance with the Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise 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 basis of this financial report.

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional
judgment and maintain professional scepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial report, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis 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, intentional 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 circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

. Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attentionin
our auditor's report to the related disclosures in the financial report or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor's report. However, future events or conditions may cause the Group
to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial report, including the
disclosures, and whether the financial report represents the underlying transactions and events
in @ manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the financial report. We are
responsible for the direction, supervision and performance of the Group audit. We remain solely
responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safequards.

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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From the matters communicated to the directors, we determine those matters that were of most
significance in the audit of the financial report of the current year and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on the Audit of the Remuneration Report

Opinion on the Remuneration Report

We have audited the Remuneration Report included in pages 10 to 16 of the directors' report for the
year ended 30 June 2018.

In our opinion, the Remuneration Report of Urbanise.com Limited for the year ended 30 June 2018,
complies with section 300A of the Corporations Act 2001.

Responsibilities

The directors of the Company are responsible for the preparation and presentation of the
Remuneration Report in accordance with section 300A of the Corporations Act 2001. Our
responsibility is to express an opinion on the Remuneration Report, based on our audit conducted in
accordance with Australian Auditing Standards.

Emrly

Ernst & Young

2Va

Robert Dalton
Partner
Melbourne

29 August 2018
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