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FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

DIRECTORS' REPORT

Your directors present their report on the consolidated entity consisting of Foundation Technology Holdings Pty Ltd and the entities it
controlled at the end of, or during, the year ended 30 June 2020. Throughout the report, the consolidated entity is referred to as the
Group.

Directors

The following persons were directors of Foundation Technology Holdings Pty Ltd during the whole of the financial year and up to the
date of this report, unless otherwise indicated:

Shan Shamsher Kanji
Hasan Kanji (resigned 17 November 2019)
Stephen Kowal

Principal activities

The Group represents a federated group of IT services businesses. The Group facilitates organic and collaborative growth through the
provision of strategic and operational advice, access to capital and the provision of shared services capabilities. Each company within the
Group pursues its own area of expertise ranging from change management, training and integration, through to bespoke software
development and project management services.

Dividends

No dividends have been paid during the financial year. The directors do not recommend that a dividend be paid in respect of the
financial year {2019: $nil). :

Review of operations

The profit from ordinary activities after income tax amounts to $2,889,636 (2019 loss : $374).

Significant changes in the state of affairs

The COVID-19 outbreak was declared a pandemic by the World Health Organization in March 2020. The outbreak and the response of
Governments in dealing with the pandemic is interfering with general activity levels within the community and the economy. Following
the COVID-19 outhreak, the Group has continued its business operations. The situation is unprecedented and management continues
to consider the potential implications of COVID-19, which may include disruptions to the supply chain, availability of employees and
changes in customer demand. However, as at the date these financial statements were authorised, the Group was not aware of any
material adverse effects on the financial statements or future results as a result of COVID-19.

There have been no other significant changes in the state of affairs of the Group during the year.

Significant events after the balance date

On 10 July 2020 Galaxy 42 Group Pty Ltd acquired 100% of the shares in ChartSmart Consulting Pty Ltd which has a presence mainly in
the state of Australian Capital Territory for a purchase consideration of $270,000.

No other matter or circumstance has arisen since 30 June 2020 that has significantly affected the Group's operations, results or state of
affairs, or may do so in future years.

Likely developments and expectéd results

Further information on likely developments in the operations of the Group and the expected results of operations have not been
included in this annual report because the directors believe it would be likely to result in unreasonable prejudice to the Group.



DIRECTORS’ REPORT (CONTINUED)

Environmental regulation
The Group is not affected by any significant environmental regulation in respect of its operations.
Insurance of officers and indemnities

Insurance of officers

During the financial year, Foundation Technology Holdings Pty Ltd did not pay any premium (2019: $nil) to insure the directors and
secretaries of the Company and its Australian-based controlled entities.

Proceedings on behalf of the company

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings on behalf of the
Company, or to intervene in any proceedings to which the Company is a party, for the purpose of taking responsibility on behalf of the
Company for all or part of those proceedings.

No proceedings have been brought or intervened in on behalf of the Company with leave of the Court under section 237 of the
Corporations Act 2001,

Auditor’s independence declaration

A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is set out on page 5.

This report is made in accordance with a resolution of directors.

e S

Shan Shamsh_e\.r‘la/ni( /
Director

Sydney, 20 November 2020
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Auditor’s Independence Declaration

As lead auditor for the audit of Foundation Technology Holdings Pty Ltd for the year ended 30 June
2020, I declare that 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 Foundation Technology Holdings Pty Ltd and the entities it controlled
during the period.

V. \\\oorel|- Qervj

Kerryn Woombell-Perry
Partner
PricewaterhouseCoopers

Sydney
20 November 2020

: PricewaterhouseCoopers, ABN 52 780 433 757

One International Towers Sydney, Watermans Quay, Barangaroo, GPO BOX 2650, SYDNEY NSW 2001
T: +61 2 8266 0000, F: +61 2 8266 9999, www.pwc.com.au

Level 11, 1PSQ, 169 Macquarie Street, Parramatta NSW 2150, PO Box 1155 Parramatta NSW 2124
T: +61 2 9659 2476, F: +61 2 8266 9999, www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS

The principal place of business of the Group is 2/10 Bond Street, Sydney, NSW, 2000.

These financia! statements are consolidated financial statements for the group consisting of Foundation Technology Holdings Pty Ltd
and its subsidiaries. A list of subsidiaries is included in note 26.

The consolidated financial statements are presented in Australian dollars ($).

A description of the nature of the consolidated entity's operations and its principal activities is included in the directors' report on page
3, which is not part of these consolidated financial statements.

The consolidated financial statements were authorised for issue by the directors on 20 November 2020. The directors have the power to
amend and reissue the consolidated financial statements.



FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2020

Notes 2020 2019
$ $

Revenue from contracts with customers 5(a) 77,066,492 64,802,877
Cost of providing services (57,656,234)  (48,561,966)
Gross profit 19,410,258 16,240,911
Sales and marketing expenses (425,632) (452,034)
Occupancy expenses . (205,682) (1,213,463)
Depreciation and amortisation {(1,351,530) (427,917)
General and administrative expenses 6 (14,142,790)  (13,949,433)
Operating profit 3,284,624 198,064
Finance income 7 62,482 9,859
Finance costs 7 (124,664) (62,020)
Finance costs - net (62,182) (52,161)
Share of net profit of associates accounted for using equity method 167,255 -
Profit before tax 3,389,697 145,903
Income tax expense 8 (500,061) (146,277)
Profit / (loss) for the year 2,889,636 (374)
Other comprehensive income for the year, net of tax - -
Total comprehensive income / {loss) for the year 2,889,636 (374)
Profit / (loss) attributable to:
Owners of Foundation Technology Holdings Pty Ltd 2,579,543 (154,648)
Non-controlling interests 310,093 154,274

2,889,636 (374)
Total comprehensive income / (deficit) attributable to:
Owners of Foundation Technology Holdings Pty Ltd 2,579,543 (154,648)
Non-controlling interests 310,093 154,274

2,889,636 (374)

The above consolidated statement of comprehensive income should be read in conjunction with the accompanying notes.




FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2020

Notes 2020 2019

$ $

ASSETS
Current Assets .
Cash and cash equivalents 9 8,799,465 4,169,599
Trade and other receivables 10 16,186,989 15,621,808
Contract assets 5(b) 1,526,959 623,344
Other current assets 11 73,741 156,095
Deferred tax assets 15(a) 1,813,023 -
Total Current Assets 28,400,177 20,570,846
Non-Current Assets
Receivables . 10 107,278 111,635
Investments accounted for using the equity method . 26(b) 217,064 49,809
Property, plant and equipment 12 455,453 387,364
Right of use assets ‘ 13 4,046,994 ' -
Intangible assets 14 2,734,435 1,099,033
Deferred tax assets 15(a) ‘ 303,363 1,512,208
Total Non-Current Assets 7,864,587 3,160,049
TOTAL ASSETS 36,264,764 23,730,895
LIABILITIES
Current Liabilities . :
Trade and other payables 16 14,708,909 10,336,949
Contract liabilities 5(b) 696,952 1,729,118
Borrowings 17 1,981,106 309,029
Current tax liabilities 930,424 94,122
Employee benefit obligations 18 3,767,383 2,792,323
Lease liabilities 19 1,098,286 -
Total Current Liabilities : 23,183,060 15,261,541
Non-Current Liabilities
Borrowings 17 - 16,112,421
Employee benefit obligations 18 23,695 89,288
Lease liabilities ' 19 3,057,761 -
Total Non-Current Liabilities 3,081,456 16,201,709
TOTAL LIABILITIES 26,264,516 31,463,250
NET ASSETS / (LIABILITIES) 10,000,248 (7,732,355)
EQUITY
Contributed equity 20 21,381,649 4
Other reserves 21(a) (6,084,402) (964,663)
Accumulated losses 21(b) (5,915,202) (7,227,547)
Non-controlling interest 618,203 459,851
TOTAL EQUITY ' 10,000,248 (7,732,355)

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



FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2020

Attributable to owners of Foundation Technology Holdings Pty

Ltd
Contributed Accumulated Non-‘ 'T‘otal i
. Other reserves Total controlling deficiency in
equity losses . .
interests equity
$ $ $ $ $ $

As at 1 July 2018 4 (964,663) (7,072,899) (8,037,558) 297,935 (7,739,623)
(Loss) / profit for the year - - (154,648) (154,648) 154,274 (374)
Total comprehensive income for the

P - - (154,648) (154,648) 154,274 (374)
year

i ith -controlli

Transactrons with non-controlling i ) i i 7642 7,642
interests
As at 30 June 2019 4 (964,663) (7,227,547) (8,192,206) 459,851 (7,732,355)
Profit for the year - - 2,579,543 2,579,543 310,093 2,889,636
Total hensive income for th
yz;? comprehensive income tor the ; - 2,579,543 2,579,543 310,093 2,889,636
Transactions with non-controllin X
, € - (5,119,739) (763,408)  (5,883,147) (151,741)  (6,034,888)
interests
Disposal of subsidiary - - (503,790) (503,790) - (503,790)
Issue of shares 21,381,645 - - 21,381,645 - 21,381,645
As at 30 June 2020 21,381,649 (6,084,402) (5,915,202) 9,382,045 618,203 10,000,248

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



FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2020

Notes 2020 2019
$ $

Cash flows from operating activities
Receipts from customers (inclusive of GST) 83,577,774 74,545,200
Payments to suppliers and employees (inclusive of GST) (76,550,781)  (74,654,127)

7,026,993 (108,927)
Interest paid (124,664) (62,020)
Interest received 62,482 9,859
Income taxes paid (267,937) (1,238,467)
Net cash inflow {outflow) from operating activities 6,696,874 (1,399,555) .
Cash flows from investing activities
Payments for acquisition of subsidiaries, net of cash acquired ) (1,585,999) -
Payments for property, plant and equipment (281,474) (278,512)
Payments for investments - (76,650)
Payments for intangible assets (2,023) (124,967)
Proceeds from sale of property, plant and equipment - 15,072
Net cash (outflow) from investing activities (1,869,496) (465,057)
Cash flows from financing activities
(Repayment of) / proceeds from borrowings (13,371,123) 278,795
Proceeds on issue of shares 15,632,267 -
Repayment of loans from related parties (308,250) -
Repayment of principal portion of lease liabilities (871,283) -
Transactions with non-controlling interests (1,279,123) 7,642
Net cash (outflow) inflow from financing activities (197,512) 286,437
Net change in cash and cash equivalents 4,629,866 (1,578,175)
Cash and cash equivalents at the beginning of the year 4,169,599 5,747,774
Cash and cash equivalents at end of the financial year 9 8,799,465 4,169,599

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

(b)

FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Summary of significant accounting policies

This note provides a list of the significant accounting policies adopted in the preparation of these consolidated financial statements.
These policies have been consistently applied to all the years presented, unless otherwise stated. The consolidated financial statements
are for the Group consisting of Foundation Technology Holdings Pty Ltd and its subsidiaries.

Basis of Preparation

These general purpose consolidated financial statements have beeri prepared in accordance with Australian Accounting Standards and
Interpretations issued by the Australian Accounting Standards Board and the Corporations Act 2001. Foundation Technology Holdings
Pty Ltd is a for-profit entity for the purpose of preparing the consolidated financial statements.

(i) Compliance with Australian Accounting Standards - Reduced Disclosure Requirements

The consolidated financial statements of the Foundation Technology Holdings Pty Ltd Group comply with Australian Accounting
Standards - Reduced Disclosure Requirements as issued by the Australian Accounting Standards Board (AASB).

(ii) Historical cost convention
These consolidated financial statements have been prepared under the historical cost basis.
(iii) New and amended standards adopted by the Group

The Group has applied the following standards and amendments for first time in their annual reporting period commencing 1 July 2019:
- AASB16 Leases '
- AASB2018-1 Amendments to Australia Accounting Standards - Annual Improvements 2015-2017 Cycle
- AASB2018-2 Amendments to Australia Accounting Standards - Plan Amendment, Curtailment or Settlement
- Interpretation 23 Uncertainty over Income Tax Treatments

The Group also elected to adopt the following amendments early:
- AASB2018-7 Amendments to Australia Accounting Standards - Definition of Material

The Group had to change its accounting policies as a result of adopting AASB16. The Group elected to adopt the new rules
retrospectively but recognised the cumulative effect of initially applying the new standard on 1 July 2019. This is disclosed in note 2(a).
The other amendments listed above did not have any impact on the amounts recognised in prior periods and are not expected to
significantly affect the current or future periods.

Principles of consolidation and equity accounting
(i) Subsidiaries

Subsidiaries are all entities (including structured entities) over which the Group has control. The Group controls an entity when the
Group is exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to affect those returns
through its power to direct the activities of the entity. Subsidiaries are fully consolidated from the date on which control is transferred
to the Group. They are deconsolidated from the date that control ceases.

Intercompany transactions, balances and unrealised gains on transactions between Group companies are eliminated. Unrealised losses
are also eliminated unless the transaction provides evidence of an impairment of the transferred asset. Accounting policies of
subsidiaries have been changed where necessary to ensure consistency with the policies adopted by the Group.

Non-controlling interests in the results and equity of subsidiaries are shown separately in the consolidated statement of comprehensive
income, consolidated statement of changes in equity and consclidated statement of financial position respectively.

12



(b)

FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Summary of significant accounting policies (continued)
Principles of consolidation and equity accounting (continued)
(i) Associates

Associates are all entities over which the Group has significant influence but not control or joint control. This is generally the case where
the Group holds between 20% and 50% of the voting rights. Investments in associates are accounted for using the equity method of
accounting (see below {iii)), after initially being recognised at cost.

(iii) Equity method

Under the equity method of accounting, the investments are initially recognised at cost and adjusted thereafter to recognise the Group's
share of the post-acquisition profits or losses of the investee in profit or loss, and the Group's share of movements in other
comprehensive income of the investee in other comprehensive income. Dividends received or receivable from associates and joint
ventures are recognised as a reduction in the carrying amount of the investment.

When the Group's share of losses in an equity-accounted investment equals or exceeds its interest in the entity, including any other
unsecured long-term receivables, the Group does not recognise further losses, unless it has incurred obligations or made payments on
behalf of the other entity.

Unrealised gains on transactions between the Group and its associates and joint ventures are eliminated to the extent of the Group's
interest in these entities. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset
transferred. Accounting policies of equity accounted investees have been changed where necessary to ensure consistency with the
policies adopted by the Group. :

The carrying amount of equity-accounted investments is tested for impairment in accordance with the policy described in note 1(h).
(iv) Changes in ownership interests

The Group treats transactions with non-controlling interests that do not result in a loss of control as transactions with equity owners of
the Group. A change in ownership interest results in an adjustment between the carrying amounts of the controlling and non-controlling
interests to reflect their relative interests in the subsidiary. Any difference between the amount of the adjustment to non-controlling
interests and any consideration paid or received is recognised in a separate reserve within equity attributable to owners of Foundation
Technology Holdings Pty Ltd.

When the Group ceases to consolidate or equity account for an investment because of a loss of control, joint control or significant
influence, any retained interest in the entity is remeasured to its fair value with the change in carrying amount recognised in profit or
loss. This fair value becomes the initial carrying amount for the purposes of subsequently accounting for the retained interest as an
associate, joint venture or financial asset. In addition, any amounts previously recognised in other comprehensive income in respect of
that entity are accounted for as if the Group had directly disposed of the related assets or liabilities. This may mean that amounts
previously recognised in other comprehensive income are reclassified to profit or loss.

If the ownership interest in a joint venture or an associate is reduced but joint control or significant influence is retained, only a
proportionate share of the amounts previously recognised in other comprehensive income are reclassified to profit or loss where
appropriate.

13



(c)

(d)

(e)

FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Summary of significant accounting policies (continued)
Foreign currency translation
Functional and presentation currency

Items included in the consolidated financial statements of each of the group's entities are measured using the currency of the primary
economic environment in which the entity operates ('the functional currency’). The consolidated financial statements are presented in
Australian dollars ($), which is Foundation Technology Holdings Pty Ltd's functional and presentation currency.

Revenue recognition

Revenue from providing services is recognised in the accounting period in which the services are rendered. In the case of fixed price
contracts, the customer pays the fixed amount based on a payment schedule. If the services rendered exceed the payment, a contract
asset is recognised. If payments exceed the services rendered, a contract liability is recognised. If the contract includes an hourly fee,
revenue is recognised in the amount to which the Group has a right to invoice. Customers are invoiced on a monthly basis and
consideration is payable when invoiced.

Revenue is recognised for the major business activities using the methods outlined below.

Time & Material :

Where the Group provides services charged on the basis of actual time and materials incurred, the performance obligation is completed
as and when the services are rendered, and costs are incurred. Hence revenue recognition is aligned to the costs incurred. Revenue is
calculated based on contractual billing rates for the services performed.

Fixed Price
Where Fixed Price contracts are entered into, comprising multiple performance obligations, the services provided are over time and
revenue is recognised when milestones are achieved and the respective performance obligation has been completed.

Software licensing .
Licences fees are charged in advance for continued maintenance and support of the software. Licence revenue is fully recognised in the

month in which the contract to sell the licences is signed. Software Assurance is recognised on a monthly basis for the monthly amount
earned for maintenance and support.

Software as a service A .
Software provided as a service is billed in advance based on a contractual term. Revenue is recognised on a monthly basis for access to

the software.

Interest income
Interest revenue is recognised as it accrues, taking into account the interest rates applicable to the financial assets.

Income tax

The income tax expense or credit for the year is the tax payable on the current year's taxable income based on the applicable income tax
rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities attributable to temporary differences and to unused
tax losses.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the end of the reporting
year in the countries where the Company and its subsidiaries and associates operate and generate taxable income. Management
periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulation is subject to
interpretation. It establishes provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

14



(e)

(f)

FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Summary of significant accounting policies {continued)
Income tax (continued)

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated financial statements. However, deferred tax liabilities are not recognised if they
arise from the initial recognition of goodwill. Deferred income tax is also not accounted for if it arises from initial recognition of an asset
or liability in a transaction other than a business combination that at the time of the transaction affects neither accounting nor taxable
profit or loss. Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially enacted by the end
of the reporting year and are expected to apply when the related deferred income tax asset is realised or the deferred income tax
liability is settled.

Deferred tax assets are recognised only if it is probable that future taxable amounts will be available to utilise those temporary
differences and losses.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets and liabilities and when
the deferred tax balances relate to the same taxation authority. Current tax assets and tax liabilities are offset where the entity has a
legally enforceable right to offset and intends either to settle on a net basis, or to realise the asset and settle the liability simultaneously.

Current and deferred tax is recognised in profit or loss, except to the extent that it relates to items recognised in other comprehensive
income or directly in equity. In this case, the tax is also recognised in other comprehensive income or directly in equity, respectively.

Leases
For the year ended 30 June 2020
The Company as lessee

The Group assesses whether a contract is or contains a lease, at inception of the contract. The Group recognises a right-of-use asset and
a corresponding lease liability with respect to all lease arrangements in which it is the lessee, except for short-term leases (defined as
leases with a lease term of 12 months or less) and leases of low value assets (such as tablets and personal computers, small items of
office furniture and telephones). For these leases, the Group recognises the lease payments as an operating expense on a straight-line
basis over the term of the lease unless another systematic basis is more representative of the time pattern in which economic benefits
from the leased assets are consumed. The lease liability is initially measured at the present value of the lease payments that are not
paid at the commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily determined, the Group
uses its incremental borrowing rate, being the rate that the individual lessee would have to pay to borrow the funds necessary to obtain
an asset of similar value to the right-of-use asset in a similar economic environment with similar terms, security and conditions.

To determine the incremental borrowing rate, the group:
- where possible, uses recent third-party financing received by the individual lessee as a starting point, adjusted to reflect changes
in financing conditions since third party financing was received
- uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk for leases held by the Group, which does
not have recent third party financing, and
- makes adjustments specific to the lease, e.g. term, country, currency and security.

Lease payments included in the measurement of the lease liability comprise:
- Fixed lease payments (including in-substance fixed payments), less any lease incentives receivable
- Variable lease payments that depend on an index or rate, initially measured using the index or rate at the commencement date
- The amount expected to be payable by the lessee under residual value guarantees
- The exercise price of purchase options, if the lessee is reasonably certain to exercise the options
- Payments of penalties for terminating the lease, if the lease term reflects the exercise of an option to terminate the lease.

15



(f)

FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Summary of significant accounting policies {continued)
Leases (continued)
The lease liability is presented as a separate line in the consolidated statement of financial position.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease liability {using the
effective interest method) and by reducing the carrying amount to reflect the lease payments made.

The Group remeasures the lease liability (and makes a corresponding adjustment to the related right-of-use asset) whenever:

- The lease term has changed or there is a significant event or change in circumstances resulting in a change in the assessment of
exercise of a purchase option, in which case the lease liability is remeasured by discounting the revised lease payments using a
revised discount rate ' _

- The lease payments change due to changes in an index or rate or a change in expected payment under a guaranteed residual
value, in which cases the lease liability is remeasured by discounting the revised lease payments using an unchanged discount
rate (unless the lease payments change is due to a change in a floating interest rate, in which case a revised discount rate is used)

- Alease contract is modified and the lease modification is not accounted for as a separate lease, in which case the lease liability is
remeasured based on the lease term of the modified lease by discounting the revised lease payments using a revised discount
rate at the effective date of the modification.

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease payments made at or before the
commencement day, less any lease incentives received and any initial direct costs. They are subsequently measured at cost less
accumulated depreciation and impairment losses.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the underlying asset. If a lease transfers
ownership of the underlying asset or the cost of the right-of-use asset reflects that the Group expects to exercise a purchase option, the
related right-of-use asset is depreciated over the useful life of the underlying asset. The depreciation starts at the commencement date
of the lease. ‘

The right-of-use assets are presented as a separate line in the consolidated statement of financial position.

The Group applies AASB 136 Impairment of Assets to determine whether a right-of-use asset is impaired and accounts for any identified
impairment loss as described in the ‘Property, plant and equipment’ policy.

Variable rents that do not depend on an index or rate are not included in the measurement the lease liability and the right-of-use asset.
The related payments are recognised as an expense in the period in which the event or condition that triggers those payments occurs
and are included in the line “Other expenses” in profit or loss.

As a practical expedient, AASB 16 permits a lessee not to separate non-lease components, and instead account for any lease and
associated non-lease components as a single arrangement. The Group has not used this practical expedient . For a contracts that contain
a lease component and one or more additional lease or non-lease components, the Group allocates the consideration in the contract to
each lease component on the basis of the relative stand-alone price of the lease component and the aggregate stand-alone price of the
non-lease components.

16



(f)

(s)

FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Summary of significant accounting policies (continued)
Leases (continued)
For the year ended 30 June 2019

Leases of property, plant and equipment where the Group, as lessee, has substantially all the risks and rewards of ownership are
classified as finance leases. Finance leases are capitalised at the lease's inception at the fair value of the leased property or, if lower, the
present value of the minimum lease payments. The corresponding rental obligations, net of finance charges, are included in other short-
term and long-term payables. Each lease payment is allocated between the liability and finance cost. The finance cost is charged to
profit or loss over the lease year so as to produce a constant periodic rate of interest on the remaining balance of the liability for each
year. The property, plant and equipment acquired under finance leases is depreciated over the asset's useful life or over the shorter of
the asset's useful life and the lease term if there is no reasonable certainty that the Group will obtain ownership at the end of the lease
term.

Leases in which a significant portion of the risks and rewards of ownership are not transferred to the Group as lessee are classified as
operating leases (note 24). Payments made under operating leases (net of any incentives received from the lessor) are charged to profit
or loss on a straight-line basis over the period of the lease.

Business combinations

The acquisition method of accounting is used to account for all business combinations, regardless of whether equity instruments or
other assets are acquired. The consideration transferred for the acquisition of a subsidiary comprises the:

- fair values of the assets transferred

- liabilities incurred to the former owners of the acquired business

- equity interests issued by the Group :

- fair value of any asset or liability resulting from a contingent consideration arrangement, and
- fair value of any pre-existing equity interest in the subsidiary

identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are, with limited exceptions,
measured initially at their fair values at the acquisition date. The Group recognises any non-controlling interest in the acquired entity on
an acquisition-by-acquisition basis either at fair value or at the non-controlling interest’s proportionate share of the acquired entity’s net
identifiable assets.

Acquisition-related costs are expensed as incurred.

The excess of the
- consideration transferred,
- amount of any non-controlling interest in the acquired entity, and
- acquisition-date fair value of any previous equity interest in the acquired entity

over the fair value of the net identifiable assets acquired is recorded as goodwill. If those amounts are less than the fair value of the net
identifiable assets of the business acquired, the difference is recognised directly in profit or loss as a bargain purchase.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are discounted to their present value
as at the date of exchange. The discount rate used is the entity’s incremental borrowing rate, being the rate at which a similar borrowing

could be obtained from an independent financier under comparable terms and conditions.

Contingent consideration is classified either as equity or a financial liability. Amounts classified as a financial liability are subsequently
remeasured to fair value with changes in fair value recognised in profit or loss.
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Summary of significant accounting policies {continued)
Business combinations (continued)

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer’s previously held equity interest in
the acquiree is remeasured to fair value at the acquisition date. Any gains or losses arising from such remeasurement are recognised in
profit or loss.

Non-controlling interests in an acquired entity are recognised at fair value or at the non-controlling interest’s proportionate share of the
acquired entities net identifiable assets. This decision is made on an acquisition by acquisition basis.

Impairment of assets

Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment,
or more frequently if events or changes in circumstances indicate that they might be impaired. Other assets are tested for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset's carrying amount exceeds its recoverable amount. The recoverable amount is the higher
of an asset's fair value less costs of disposal and value in use. For the purposes of assessing impairment, assets are grouped at the
lowest levels for which there are separately identifiable cash inflows which are largely independent of the cash inflows from other
assets or groups of assets (cash-generating units). Non-financial assets other than goodwill that suffered an impairment are reviewed for
possible reversal of the impairment at the end of each reporting year.

Cash and cash equivalents

For the purpose of presentaticn in the statement of cash flows, cash and cash equivalents includes 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, and bank overdrafts. Bank
overdrafts are shown within borrowings in current liabilities in the consolidated statement of financial position.

Trade receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest method,
less loss allowance.

Trade receivables are amounts due from customers for goods sold or services performed in the ordinary course of business. They are
generally due for settlement within 30 days and therefore are all classified as current. Trade receivables are recognised initially at the
amount of consideration that is unconditional unless they contain significant financing components, when they are recognised at fair
value. The Group holds the trade receivables with the objective to collect the contractual cash fiows and therefore measures them
subsequently at amortised cost using the effective interest method.

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

18



(k)

FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Summary of significant accounting policies (continued)
Investments and other financial assets

(i) Classification
The Group classifies its financial assets in the following measurement categories:

- those to be measured at amortised cost
The classification depends on the entity’s business model for managing the financial assets and the contractual terms of the cash flows.

(ii) Recognition and derecognition _

Regular way purchases and sales of financial assets are recognised on trade-date, the date on which the Group commits to purchase or
sell the asset. Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or have
been transferred and the Group has transferred substantially all the risks and rewards of ownership.

(i) Measurement

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

Loans and receivables are subsequently carried at amortised cost using the effective interest method.

Debt instruments
Subsequent measurement of debt instruments depends on the Group’s business model for managing the asset and the cash flow
characteristics of the asset. The Group classifies its debt instruments into the following measurement categories:

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

Equity instruments

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

Changes in the fair value of financial assets at FVPL are recognised in other gains/{losses) in the consolidated income statement as
applicable. Impairment losses (and reversal of impairment losses) on equity investments measured at FVOC! are not reported separately
from other changes in fair value.

(iv) Impairment )
The Group assesses on a forward looking basis the expected credit losses associated with its debt instruments carried at amortised cost

and FVOCI. The impairment methodology applied depends on whether there has been a significant increase in credit risk. -

For trade receivables, the Group applies the simplified approach permitted by AASB 9, which requires expected lifetime losses to be
recognised from initial recognition of the receivables. :
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Summary of significant accounting policies (continued)
Property, plant and equipment

All property, plant and equipment is stated at historical cost less depreciation. Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured reliably. The
carrying amount of any component accounted for as a separate asset is derecognised when replaced. All other repairs and maintenance
are charged to profit or loss during the reporting year in which they are incurred.-

Depreciation is calculated using the straight-line method to allocate their cost or revalued amounts, net of their residual values, over
their estimated useful lives or, in the case of leasehold improvements and certain leased plant and equipment, the shorter lease term as
follows:

- Furniture 4 -6years
- Office equipment 3 -5years
- Software 5 years

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting year.
An item of equipment is derecognised upon disposal or when no further future economic benefits are expected from its use or disposal.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in profit or loss. When
revalued assets are sold, it is Group policy to transfer any amounts included in other reserves in respect of those assets to retained

earnings.

The carrying values of equipment are reviewed for impairment when events or changes in circumstances indicate the carrying value may
not be recoverable. For an asset that does not generate largely independent cash inflows, the recoverable amount is determined for the
cash-generating unit to which the asset belongs, unless the asset's value in use can be estimated to be close to its fair value. If any such
indication exists and where the carrying values exceed the estimated recoverable amount, the assets or cash-generating units are
written down to their recoverable amount. The recoverable amount of plant and equipment is the greater of fair value less costs to sell
and value in use. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset.

Impairment exists when the carrying value of an asset or cash- generating unit exceeds its estimated recoverable amount. The asset or
cash generating unit is then written down to its recoverable amount.
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Summary of significant accounting policies {continued)
Intangible assets

(i) Goodwill

Goodwill is measured as described in note 1(g). Goodwill on acquisitions of subsidiaries is included in intangible assets. Goodwill is not
amortised but it is tested for impairment annually, or more frequently if events or changes in circumstances indicate that it might be
impaired, and is carried at cost less accumulated impairment losses. Gains and losses on the disposal of an entity include the carrying
amount of goodwill relating to the entity sold.

(i) Software

Costs associated with maintaining software programmes are recognised as an expense as incurred. Development costs that are directly
attributable to the design and testing of identifiable and unique software products controlled by the Group are recognised as intangible
assets when the following criteria are met:

- itis technically feasible to complete the software so that it will be available for use

- management intends to complete the software and use or sell it

- thereis an ability to use or sell the software

- itcan be demonstrated how the software will generate probable future economic benefits

- adequate technical, financial and other resources to complete the development and to use or sell the software are available, and
- the expenditure attributable to the software during its development can be reliably measured.

Directly attributable costs that are capitalised as part of the software include employee costs and an appropriate portion of relevant
overheads.

Capitalised development costs are recorded as intangible assets and amortised from the point at which the asset is ready for use.

(i) Amortisation methods and useful lives
The Group amortises intangible assets with a limited useful life using the straight-line method over the following periods:

- Software 5 years
Trade and other payables
Trade payables and other payables are carried at amortised costs due to their short term nature they are not discounted. They represent
liabilities for goods and services provided to the company prior to the end of the financial year that are unpaid and arise when the
company becomes obliged to make future payments in respect of the purchase of these goods and services. The amounts are unsecured
and are usually paid within 30 days. Payables to related parties are carried at the principal amount.

Government grants

Job Keeper grants of $255,500 are included in the "Other income" line item. There are no unfulfilled conditions or other contingencies
attached to these grants. The Group did not benefit directly from any other forms of government assistance.

Grants from the government are recognised at their fair value when there is reasonable assurance that the grant will be received and
the Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognised in profit and loss over the period necessary to match them with the
costs that they are intended to compensate.

Government grants relating to the purchase of property, plant and equipment are included in non-current liabilities as deferred income
and they are credited to profit or loss on a straight-line basis over the expected lives of the related assets.
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Summary of significant accounting policies {continued)
Borrowings

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently measured at amortised
cost. Any difference between the proceeds (net of transaction costs) and the redemption amount is recognised in profit or loss over the
year of the borrowings using the effective interest method. Fees paid on the establishment of loan facilities are recognised as
transaction costs of the loan to the extent that it is probable that some or all of the facility will be drawn down. In this case, the fee is
deferred until the draw down occurs. To the extent there is no evidence that it is probable that some or all of the facility will be drawn
down, the fee is capitalised as a prepayment for liquidity services and amortised over the year of the facility to which it relates.

Borrowings are removed from the consolidated statement of financial position when the obligation specified in the contract is
discharged, cancelled or expired. The difference between the carrying amount of a financial liability that has been extinguished or
transferred to another party and the consideration paid, including any non-cash assets transferred or liabilities assumed, is recognised in
profit or loss as other income or finance costs.

Borrowings 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 year.

Borrowing costs

General and specific borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are
capitalised during the year for the time that is required to complete and prepare the asset for its intended use or sale. Qualifying assets
are assets that necessarily take a substantial period of time to get ready for their intended use or sale.

Other borrowing costs are expensed in the year in which they are incurred.
Employee benefits

(i) Short-term obligations
Liabilities for wages and salaries, including non-monetary benefits and accumulating sick leave that are expected to be settled wholly

within 12 months after the end of the period in which the employees render the related service are recognised in respect of employees’
services up to the end of the reporting period and are measured at the amounts expected to be paid when the liabilities are settled. The
liabilities are presented as current employee benefit obligations in the consolidated statement of financial position.

(i) Other long-term employee benefit obligations

The liabilities for long service leave and annual leave are not expected to be settled wholly within 12 months after the end of the period
in which the employees render the related service. They are therefore measured as the present value of expected future payments to
be made in respect of services provided by employees up to the end of the reporting period using the projected unit credit method.
Consideration is given to expected future wage and salary levels, experience of employee departures and periods of service. Expected
future payments are discounted using market yields at the end of the reporting period of high-quality corporate bonds with terms and
currencies that match, as closely as possible, the estimated future cash outflows. Remeasurements as a result of experience
adjustments and changes in actuarial assumptions are recognised in profit or loss.

The obligations are presented as current liabilities in the consolidated statement of financial position 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.

Contributed equity

Ordinary shares are classified as equity.
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Summary of significant accounting policies (continued)
Goods and services tax (GST)

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not recoverable from the
taxation authority. In this case it is recognised as part of the cost of acquisition of the asset or as part of the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST recoverable from, or
payable to, the taxation authority is included with other receivables or payables in the consolidated statement of financial position.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing activities which are
recoverable from, or payable to the taxation authority, are presented as operating cash flows.

Parent entity financial information

The financial information for the parent entity, Foundation Technology Holdings Pty Ltd, disclosed in note 28 has been prepared on the
same basis as the consolidated financial statements, except as set out below.

(i) Investments in subsidiaries, associates and joint venture entities

Investments in subsidiaries, associates and joint venture entities are accounted for at cost in the separate financial statements of
Foundation Technology Holdings Pty Ltd. Dividends received from associates are recognised in the parent entity's profit or loss when its
right to receive the dividend is established.

(i) Financial guarantees
Where the parent entity has provided financial guarantees in relation to loans and payables of subsidiaries for no compensation, the fair
values of these guarantees are accounted for as contributions and recognised as part of the cost of the investment.

Changes in accounting policies
AASB16 Leases
During the current year, the Group adopted AASB 16 Leases, which is effective for annual periods that begin on or after 1 July 2019.

AASB 16 introduces new or amended requirements with respect to lease accounting. It.introduces significant changes to lessee
accounting by removing the distinction between operating and finance leases and requiring the recognition of a right-of-use asset and a
lease liability at commencement for all leases, except for short-term leases and leases of low value assets. in contrast to lessee
accounting, the requirements for lessor accounting have remained largely unchanged. The Company adopted AASB16 using the
modified retrospective method of adoption. Under this method, the standard is applied retrospectively with the cumulative effect of
initially applying the standard recognised at the date of initial application. The Company elected to use the transition practical expedient
to not reassess whether a contract is, or contains a lease at 1 July 2019. Details of these new requirements are described in note 1(f).

On adoption of AASB16, the Group recognised lease liabilities in relation to leases which had previously been classified as operating
leases under the principles of AASB117 Leases . These liabilities were remeasured at the present value of the remaining lease payments,
discounted using the lessee's incremental borrowing relate as at 30 June 2019. The lessee's weighted average incremental borrowing
rate applied on 30 June 2019 was 2.2275%. :
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Changes in accounting policies (continued)
AASB16 Leases (continued)

The impact of the adoption of AASB 16 on the Company’s financial statements is described below.

1 July 2019
, | $

Right of use assets 3,835,519
Total assets . . 3,835,519
Lease liabilities _ : (3,835,519)
Total liabilities (3,835,519)
Retained earnings -
Measurement of lease liabilities:
Operating lease commitments disclosed as at 30 June 2019 4,475,917
Discounted using the lessee’s incremental borrowing rate of at the date of initial apphcatlon 4,079,323
(Less): short-term leases not recognised as a liability (243,804)
Lease liability recognised as at 1 July 2019 3,835,519
Of which are:
Current lease liabilities 654,591
Non-current lease liabilities ‘ 3,180,928

i 3,835,519

Practical expedients

in applying AASB 16 for the first time, the group has used the following practical expedient permitted by the standard:
- accounting for operating leases with a remaining lease term of less than 12 months as at 1 January 2019 as short-term leases
- The group has also elected not to reassess whether a contract is, or contains a lease at the date of initial application. Instead, for
contracts entered into before the transition date the group relied on its assessment made applying AASB 117 and Interpretation 4
Determining whether an Arrangement contains a Lease.
- The group has treated COVID-19 related rent concessions as variable lease payments
Financial risk management
Market risk
(i) Foreign exchange risk
Foreign exchange risk arises when future commercial transactions or recognised assets or liabilities are denominated in a currency that
is not the Group's functional currency.

Amounts recognised in profit or loss

During the year, the following foreign-exchange related amounts were recognised in profit or loss:

2020 2019
Amounts recognised in profit or loss
Net foreign exchange gain included in general and administrative expenses 4,699 4,075
Total net foreign exchange gains recognised in profit before income tax for theperiod 4,699 4,075
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Financial risk management (continued)
Market risk (continued)

(ii) Cash flow and fair value interest rate risk
The Group's exposure to interest rate risk arises predominantly from assets bearing variable interest rates. As income does not make up
the main source of revenue, the management expects no significant interest rate risk on these balances.

Amounts payable to related parties, trade and sundry payables and trade and other receivables are not impacted by movements in
interest rates.

Management believes that the group's overall exposure to interest rate movements is not material.
Critical estimates, judgements and errors

The preparation of consclidated financial statements requires the use of accounting estimates which, by definition, will seldom equal
the actual results. Management also needs to exercise judgement in applying the Group’s accounting policies.

Critical estimates, judgements and errors

Estimates and judgements are continually evaluated. They are based on historical experience and other factors, including expectations
of future events that may have a financial impact on the entity and that are believed to be reasonable under the circumstances.

Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom equal
the related actual results. The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are discussed below.

(i) Principal versus agent considerations

Management has determined that SME Gateway Pty Ltd and Veritec Pty Ltd (for certain contractual arrangements) are the agent in
respect of transactions with its customers. This determination has been based on the fact that SME and Veritec do not bear full
responsibility for service quality with the customer and also do not have full latitude in regards to how pricing is determined. '

(ii) Critical estimate in determining the lease term and incremental borrowing rate

In determining the lease term, management considers all facts and circumstances that create an economic incentive to exercise an
extension option, or not exercise a termination option. Extension options (or periods after termination options) are only included in the
lease term if the lease is reasonably certain to be extended {or not terminated).

The lease term is reassessed if an option is actually exercised (or not exercised) or the group becomes obliged to exercise (or not
exercise) it. The assessment of reasonable certainty is only revised if a significant event or a significant change in circumstances occurs,
which affects this assessment, and that is within the control of the lessee. During the current financial year, there were no impacts
arising from revising lease terms to reflect the effect of exercising extension and termination options.

In determining the incremental borrowing rate, management considers, with reference to the market for the provision of third-party
finance, the rate that the Group would have to pay to borrow the funds necessary to obtain an asset of similar value to the right of use
asset in a similar economic environment with similar terms, security and conditions.

(iii) Impairment of goodwill

The group tests whether goodwill has suffered any impairment on an annual basis. For the 2020 reporting period, the recoverable
amount of the cash-generating units (CGUs) was determined based on value-in-use calculations which require the use of assumptions.
The calculations use cash flow projections based on financial budgets approved by management covering a three year period.
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Revenue from contracts with customers

Time and materials
Fixed price

Software licensing
Software and service
Other income

Disaggregation of revenue from contracts with customers

2020

Timing of revenue recognition
- Over time

2019

Timing of revenue recognition
- Over time

Assets and liabilities related to contracts with customers

Contract assets
Contract liabilities

General and administrative expenses

Expenses include:
Employee benefits expenses
Impairment of goodwill

2020 2019
$ $
62,185,004 53,709,381
10,908,094 8,674,637
1,255,303 1,053,095
1,062,165 1,044,979
1,655,926 320,785
77,066,492 64,802,877
The Group derives revenué from the transfer of goods and services over time and at a point in time in the following:
Time arnd Fixed price S.oftw-are Softwat:e and Other income Total
materials licensing service
$ $ $ $ $ $
62,185,004 10,908,094 1,255,303 1,062,165 1,655,926 77,066,492
i f f
Time ?nd Fixed price S,O tw?re So twan:e and Other income Total
materials licensing service
$ $ $ ' $ $ $
53,709,381 8,674,637 1,053,095 1,044,979 320,785 64,802,877
2020 2019
$ $
1,526,959 623,344
(696,952)  (1,729,118)
2020 2019
$ $
9,814,137 9,712,882
775,121 -
- 670,635

Impairment of investment in associate
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Finance income and costs

Finance income
Interest income
Finance income

Finance costs
Interest and finance charges paid / payable
Finance costs expensed

Income tax expense

Income tax expense

Current income tax
Deferred income tax

Income tax expense
Numerical reconciliation of income tax expense to-prima facie tax payable
Profit from continuing operations before income tax expense
Tax at the Australian tax rate of 30% (2019: 30%)
Tax effect of amounts which are not deductible (taxable) in calculating taxable income
- Impairment expense
- Entertainment expenses
- Sundry items
Subtotal
Tax losses not recognised as deferred tax assets
Previously unrecognised tax losses now recouped to reduce current tax expense
Income tax expense as above

Tax losses

Unused tax losses for which no deferred tax asset has been recognised
Potential tax benefit @ 30%

See note 1(e) for information about recognised tax losses.

Cash and cash equivalents

Cash at bank and in hand

27

2020 2019
S $
62,482 9,859
62,482 9,859
(124,664) (62,020)
(124,664) (62,020)
2020 2019
$ $
1,104,239 823,075
(604,178) (676,798)
500,061 146,277
3,389,697 145,903
1,016,910 43,771
232,537 201,191
32,934 36,556
(180,183) 12,765
1,102,198 294,283
176,098 232,489
(778,235) (380,495)
500,061 146,277
3,547,963 5,397,162
1,064,389 1,619,149
2020 2019
$ S
8,799,465 4,169,599
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Trade and other receivables

2020 2019
Current Non-current Total Current Non-current Total
$ $ $ $ $ $
Trade receivables 15,898,375 - 15,898,375 15,029,678 - 15,029,678
Loans to third parties - 107,278 107,278 - 111,635 111,635
Other receivables 165,533 - 165,533 401,414 - 401,414
Prepayments 123,081 - 123,081 190,716 - 190,716
16,186,989 107,278 16,294,267 15,621,808 111,635 15,733,443
Other current assets
2020 2019
$ $
Deposits 73,741 156,095
Property, plant and equipment
Furniture, .
Plant and . Leasehold: Leased plant
equipment fittings and improvements and equipment Total
equipment
$ $ $ $ $
At 30 June 2019
Cost 690,697 347,582 56,120 - 1,094,399
Accumulated depreciation (413,767) (272,952) {(20,316) - (707,035)
Net book amount 276,930 74,630 35,804 - 387,364
Year ended 30 June 2020 .
Opening net book value 276,930 74,630 .35,804 - 387,364
Additions 187,444 51,657 45,005 - 284,106
Depreciation charge (170,947) (23,956) (21,114) - (216,017)
Closing net book amount 293,427 102,331 59,695 - 455,453
Cost 925,137 399,239 101,125 - 1,425,501
Accumulated depreciation (631,710) (296,908) (41,430) - (970,048)
Net book amount 293,427 102,331 59,695 - 455,453
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Right of use assets

At 30 June 2019

Cost

Accumulated depreciation
Net book amount '

Year ended 30 June 2020
Opening net book value
Adoption of AASB16 - Leases
Additions

Depreciation charge

Closing net book amount

Cost
Accumulated depreciation
Net book amount

Intangible assets

At 30 June 2019

Cost

Accumulated amortisation
Net book amount

Year ended 30 June 2020
Opening net book value
Additions

Impairment

Amortisation charge
Closing net book amount

Cost
Accumulated amortisation
Net book amount

Total
$
3,835,519
1,191,811
(980,336)
4,046,994
5,027,330
(980,336)
4,046,994
Goodwill Software Total
$ $ $
775,121 1,555,918 2,331,039
- (1,232,006)  (1,232,006)
775,121 323,912 1,099,033
775,121 323,912 1,099,033
2,563,677 2,023 2,565,700
(775,121) - (775,121)
- (155,177) (155,177)
2,563,677 170,758 2,734,435
2,563,677 1,557,941 4,121,618
- {1,387,183) {1,387,183)
2,563,677 170,758 2,734,435
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Deferred tax assets and liabilities

2020 2019
$ $
Deferred tax assets
The balance comprises temporary differences attributable to:
Tax losses 370,514 153,992
Employee benefits 1,312,333 1,096,269
1,682,847 1,250,261
Other
Accrued expenses 727,064 403,694
Lease liabilities 1,246,814 -
Other 170,263 174,000
2,144,141 577,694
Total deferred tax assets 3,826,988 1,827,955
Set-off of deferred tax liabilities pursuant to set-off provisions (see below (b)) (1,710,602) (315,747)
Net deferred tax assets 2,116,386 1,512,208
Net deferred tax assets expected to be recovered within 12 months 1,813,023 -
Net deferred tax assets expected to be recovered after more than 12 months 303,363 1,512,208
2,116,386 1,512,208
Employee
Tax losses benefits Other Total
Movements S $ S S
At 1 July 2018 60,964 938,472 206,601 1,206,037
Credited
- to profit or loss 93,028 157,797 371,093 621,918
At 30 June 2019 153,992 1,096,269 577,694 1,827,955
Credited
- to profit or loss ) 216,522 216,064 415,791 848,377
- adjustment on adoption of AASB16 - - 1,150,656 1,150,656
At 30 June 2020 370,514 1,312,333 2,144,141 3,826,988
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FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Deferred tax assets and liabilities (continued)

2020 2019
$ $
Deferred tax liabilities
The balance comprises temporary differences attributable to:
Property, plant and equipment - -
Other
Prepayments 36,678 55,449
Right of use assets 1,214,098 -
Accrued income 459,826 260,298
1,710,602 315,747
Total deferred tax liabilities 1,710,602 315,747
Set-off of deferred tax assets pursuant to set-off provisions (1,710,602) (315,747)
Net deferred tax liabilities - -
Property, plant Other Total
and equipment
Movements $ $ $
At 1July 2018 31,701 338,926 370,627
Credited ‘
- to profit or loss {31,701) (23,179) (54,880)
~ At 30 June 2019 - 315,747 315,747
Charged
- to profit or loss - 244,199 244,199
- adjustment on adoption of AASB16 - 1,150,656 1,150,656
At 30 June 2020 - 1,710,602 1,710,602
Trade and other payables
2020 2019
Current Non-current Total Current Non-current Total
$ $ $ $ $ $
Trade payables 6,446,459 6,446,459 5,191,036 - 5,191,036
Payroll tax.and PAYG 1,395,756 1,395,756 899,990 - 899,990
d oth
Accrued expenses and other 5,502,854 5,502,854 3,183,048 - 3,183,048
payables
GST payable 1,363,840 1,363,840 1,062,875 - 1,062,875
14,708,909 14,708,909 10,336,949 - 10,336,949
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

'FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

Borrowings

2020 » 2019
Current Non-current Total Current Non-current Total
$ -8 $ $ $ $
Unsecured - at amortised cost
Loans from third parties 1,627,574 - 1,627,574 309,029 15,450,639 15,759,668
Loans from shareholders 353,532 - 353,532 - 661,782 661,782
Total unsecured borrowings 1,981,106 - 1,981,106 309,029 16,112,421 16,421,450
Employee benefit obligations
2020 2019
Current Non-current Total Current Non-current Total
$ $ $ $ $ $
Leave obligations 3,767,383 23,695 3,791,078 . 2,792,323 89,288 2,881,611
-~ 3,767,383 23,695 3,791,078 2,792,323 89,288 2,881,611
The leave obligations cover the Group's liability for long service leave and annual leave.
Lease liabilities
At amortised cost 2020 2019
Current Non-current Total Current Non-current Total
$ $ $ $ $ $
Lease liabilities 1,098,286 3,057,761 4,156,047 - - -
1,098,286 3,057,761 4,156,047 - - -
Amounts recognised in the statement of profit or loss
The statement of profit or loss shows the following amounts relating to leases:
Notes 2020 ‘ 2019
Depreciation charge of right of use assets - Buildings 13 980,336 -
Interest expense included in finance costs 7 99,107 -
Contributed equity
Share capital 2020 2019
# of shares # of shares $ S
Number of fully paid ordinary shares 130,874,536 4 21,381,649 4

Ordinary shares

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the Corﬁpany in proportion to the

number of and amounts paid on the shares held.

On a show of hands every holder of ordinary shares present at-a meeting in person or by proxy, is entitled to one vote, and upon a poll

each share is entitled to one vote.

Ordinary shares have no par value and the Company does not have a limited amount of authorised capital.
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FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Other reserves and accumulated losses
Other reserves

Nature and purpose of other reserves
Transactions with non-controlling interests

This reserve is used to record the differences described in note 1(b) which may arise as a result of transactions with non-controlling

interests that do not result in a loss of control.

The following table shows a breakdown of the consolidated statement of financial position line item ‘other reserves’ and the
movements in these reserves during the year. A description of the nature and purpose of each reserve is provided below the table.

Balance at 1 July 2018
Other movements in other reserves

At 30 June 2019

Other movements in other reserves
At 30 June 2020

Accumulated losses

Movements in accumulated losses were as follows:

Balance at 1 July

Net profit for the year

Disposal of subsidiary

Transactions with non-controlling interests
Balance at 30 June

Franking credits

Franking credits available for subsequent reporting periods based on a tax rate of 30%

Transactions
with NCI

$

(964,663)

(964,663)

(5,119,739)

(6,084,402)
2020 2019
$ $
(7,227,547)  (7,072,899)
2,579,543 (154,648)
(503,790) -
(763,408) -
(5915,202)  (7,227,547)
2020 2019
$ $
4,701,256 4,143,966

The above amounts are calculated from the balance of the franking account as at the end of the reporting year, adjusted for franking
credits and debits that will arise from the settlement of liabilities or receivables for income tax and dividends after the end of the year.

Contingent liabilities and contingent assets

Contingent liabilities

The Group had contingent liabilities of $69,221 at 30 June 2020 in respect of a bank guarantee (2019: $91,099).
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FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Commitments
Lease commitments: Group as a lessee

2020 2019
Non-cancellable operating leases

Commitments for minimum lease payments in relation to non-cancellable operating leases are payable as follows:

Within one year ‘ - 1,112,736
Later than one year but not later than five years - 2,427,978
Later than five years - 935,203

- 4,475,917

Related party transactions
Parent entities

The Group is controlled by the following entities:

Name Type Country of incorporation 2020 2019
Driftwood IT Pty Ltd Immediate and ultimate parent Australia 59.4% 100.0%
entity

During the current year, 263 Finance Pty Ltd subscribed for shares in Foundation Technology Holdings Pty Ltd amounting to a
25.2% interest in the issued shares of the Group.

Subsidiaries
Interests in subsidiaries are set out in note 26(a).

During the financial year, members of the Group completed the acquisition of all the issued shares in the following subsidiaries which
were not previously wholly-owned by the Group:

- Kobold Group Pty Ltd
- SME Gateway Pty Ltd
- Veritec Pty Ltd

The consideration for the acquisition of these shares was the issue of new shares in Foundation Technology Holdings Pty Ltd.

Key management personnel compensation

2020 2019
$ $
Short-term employee benefits ) 662,094 539,195
Long-term benefits 9,116 3,347
671,210 542,542
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FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Related party transactions (continued)

Transactions with other related parties

2020 ) 2019
$ $
The following transactions occurred with related parties:
Sales and purchases of goods and services
- Sale of services 86,486 84,240
- Purchase of services . 53,411 8,262

Interests in other entities
Material subsidiaries

The Group’s principal subsidiaries at 30 June 2020 are set out below. Unless otherwise stated, they have share capital consisting solely
of ordinary shares that are held directly by the Group, and the proportion of ownership interests held equals the voting rights held by
the Group. The country of incorporation or registration is also their principal place of business.

Country of Ownership interest held by the

Name of entity incorporation Principal activities group

) . 2020 2019
Foundation Technology Services Pty Ltd Australia IT consulting 100% 100%
Cubic Consulting Pty Ltd Australia IT consulting 100% 100%
FTS Resourcing Pty Ltd Australia IT consulting 100% 100%
Anatas Pty Ltd ' Australia IT consulting 100% 100%
FTS Nominees Pty Ltd ' Australia Holding company 100% 100%
FTS VHC Pty Ltd Australia Holding company 100% 100%
FTS PHC Pty Ltd Australia Holding company 100% 100%
SME Gateway Pty Ltd Australia Prime contractor organiser 100% 80%
Kobold Group Pty Ltd Australia Professional technical services 100% 66%
FTS Data & Al Pty Ltd Australia Australia IT consulting 58% 58%
Veritec Performance Holdings Pty Ltd Australia Trustee company ‘ 0% 100%
Smart Integration Pty Ltd Australia Dormant company 0% 100%
SME Gateway Holdings Pty Ltd Australia Holding company 0% 100%
Veritec Pty Ltd Australia IT consulting 100% 79%
FTSG Pty Ltd , Australia Shared services 100% 100%
Connexxion Pty Ltd Australia IT consulting 100% 100%
Galaxy 42 Pty Ltd Australia IT consulting 54% 0%
Galaxy 42 Group Pty Ltd Australia Holding company 54% 0%

Interest in associates

Set out below are the associates and joint ventures of the Group as at 30 June 2020. The entity listed below has share capital consisting
solely of ordinary shares, which are held directly by the Group. The country of incorporation or registration is also their principal place of
business, and the proportion of ownership interest is the same as the proportion of voting rights held.

. Country of % ownership Nature of Measurement .,
Name of entity . . . A . Carrying amount
incorporation interest relationship method
2020 2019
Protegic Pty Ltd Australia 24.42% Associate Equity method 217,064 49,809
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FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Events occurring after the reporting period

On 10 July 2020 Galaxy 42 Group Pty Ltd acquired 100% of the shares in ChartSmart Consulting Pty Ltd which has a presence mainly in

the state of Australian Capital Territory for a purchase consideration of $270,000.

No other matter or circumstance has arisen since 30 June 2020 that has significantly affected the Group's operations, results or state of

affairs, or may do so in future years.

Parent entity financial information

2020 2019
$ $

Summary financial information
The individual financial statements for the parent entity show the following aggregate amounts:
Balance sheet
Current assets ) - -
Non-current assets ) 16,620,994 1,208
Total assets 16,620,994 1,208
Non-current liabilities 1,206 1,206
Total liabilities 1,206 1,206
Shareholders' equity
Issued capital 21,381,649 4
Accumulated losses (4,761,861) (2)

16,619,788 2
Loss for the year
Total Comprehensive loss (4,761,859) -

Guarantees entered into by the' parent entity

The payrent entity has not provided any financial guarantees in respect of bank overdrafts and loans.
Contingent liabilities of the parent entity

The parent entity did not have any contingent liabilities as at 30 June 2020 and 30 June 2019.

Contractual commitments for the acquisition of property, plant or equipment

As at 30 June 2020, the parent entity had no contractual commitments for the acquisition of property, plant or equipment (2019: Snil).
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Business combinations
Summary of acquisition

On 2 December 2019, FTS PHC Pty Limited (“FTS PHC”) entered into a Share Purchase Agreement to acquire 53.9% of the shares in

- Galaxy 42 Group Pty Limited (“Galaxy 42 Group”).

Details of the purchase consideration, the net assets acquired and goodwill are as follows:

$

Purchase consideration :

- Cash paid 1,896,392
- Deferred consideration 1,021,548
Total purchase consideration 2,917,940
The assets and liabilities recognised as a result of the acquisition are as follows:

Fair value
$

Cash and cash equivalents ‘ 310,380
Trade receivables 1,438,971
Other current assets . 28,283
Plant and equipment 2,632
Trade payables _ (173,038)
Employee benefit obligations (247,748)
Other payables (362,674)
Current tax liabilities : (146,616)
Contract liabilities (192,931)
Net identifiable assets acquired 657,259
Less non-controlling interests (302,996)
Purchase consideration ' . 2,917,940
Goodwill ‘ 2,563,677

FTH Group recognises non-controlling interests in an acquired entity at fair value or at the non-controlling interest's proportionate share
of the acquired entities net identifiable assets. This decision is made on an acquisition by acquisition basis. For non-controlling interests
in Galaxy 42 Group, FTH Group elected to recognise the non-controlling interests in at its proportionate share of the acquired net
identifiable assets. )

The Group has applied provisional accounting to the above amounts. Provisional amounts may be adjusted during the measurement

period to reflect new information obtained about facts and circumstances that existed as of the acquisition date and, if known, would
have affected the measurement of the amounts recognised as of that date.
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- FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

Business combinations (continued)

Summary of disposals

On 30 September 2019, the Group disposed of 100% of its interest in Veritec Performance Holdings Pty Ltd to FTS ALHC Pty Ltd for a consideration
of $1.

On 31 October 2019, the Group disposed of 100% of its interest in Smart Integration Pty Ltd to FTS ALHC Pty Ltd for a consideration of $1.

On 2 December 2019, the Group disposed of 100% of its interest in SME Gateway Holdings Pty Ltd to RBTH Pty Ltd for a consideration of $1.

Veritec Smart SME Gateway
Performance Lo . .
. Integration Pty ~Holdings Pty Fair value
Holdings Pty
Ltd Ltd
Ltd ;
$ $ $ $
Carrying amount of investment at date of disposal 2 503,791 - 503,793
Consideration ‘ 1 1 1 3
Loss (gain) on disposal 1 503,790 (1) 503,790

COVID-19

The COVID-19 outbreak was declared a pandemic by the World Health Organization in March 2020. The outbreak and the response of
Governments in dealing with the pandemic is interfering with general activity levels within the community and the economy. Following
the COVID-19 outbreak, the Group has continued its business operations. The situation is unprecedented and management continues
to consider the potential implications of COVID-19, which may include disruptions to the supply chain, availability of employees and
changes in customer demand. However, as at the date these financial statements were authorised, the Group was not aware of any
material adverse effects on the financial statements or future results as a result of COVID-19.

There have been no other significant changes in the state of affairs of the Group during the year.
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FOUNDATION TECHNOLOGY HOLDINGS PTY LTD

Director's Declaration

The directors of the company declare that:

The consolidated financial statements and notes thereto, as set out on pages 7 to 38, are in accordance with the Corporations Act 2001,

including

(a) complying with Accounting Standards - Reduced Disclosure Requirements; the Corporations Regulations 2001 and other mandatory.

professional reporting requirements, and

{b) giving a true and fair view of the consolidated entity's financial position as at 30 June 2020 and of its performance for the financial year

ended on that date, and

there are reasonable grounds to believe that the Group will be able to pay its debts as and when they become due and payable.
This declaration is made in accordance with a resolution of the Directors.
j L 4

Shan Shamsher Kanji
Director

Sydney, 20 November 2020
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Independent auditor’s report
To the members of Foundation Technology Holdings Pty Ltd

Our opinion
In our opinion:

The accompanying financial report of Foundation Technology Holdings Pty Ltd (the Company) and its
controlled entities (together the Group) is in accordance with the Corporations Act 2001, including:

(a) giving a true and fair view of the Group's financial position as at 30 June 2020 and of its
financial performance for the year then ended

(b) complying with Australian Accounting Standards - Reduced Disclosure Requirements and the
Corporations Regulations 2001.

What we have audited

The Group financial report comprises:

o the consolidated statement of financial position as at 30 June 2020

) the consolidated statement of comprehensive income for the year then ended

o the consolidated statement of changes in equity for the year then ended

o the consolidated statement of cash flows for the year then ended

° the notes to the consolidated financial statements, which include a summary of significant

accounting policies
° the directors’ declaration.

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

Independence

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 & Ethical
Standards Board’s APES 110 Code of Ethics for Professional Accountants (including Independence
Standards) (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.

' PricewaterhouseCoopers, ABN 52 780 433 757
One International Towers Sydney, Watermans Quay, Barangaroo, GPO BOX 2650, SYDNEY NSW 2001
T: +61 2 8266 0000, F: +61 2 8266 9999, www.pwc.com.au

Level 11, 1PSQ, 169 Macquarie Street, Parramatta NSW 2150, PO Box 1155 Parramatta NSW 2124
T: +61 2 9659 2476, F: +61 2 8266 9999, www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.
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Other information

The directors are responsible for the other information. The other information comprises the
information included in the annual report for the year ended 30 June 2020, but does not include the
financial report and our auditor’s report thereon.

Our opinion on the financial report does not cover the other information and accordingly we do not
express any form of assurance conclusion thereon.

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 that we 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 - Reduced Disclosure
Requirements 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 ability of the Group to
continue as a going concern, disclosing, as applicable, matters related 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.

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 the financial report.
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A further description of our responsibilities for the audit of the financial report is located at the
Auditing and Assurance Standards Board website at:

http://www.auasb.gov.au/auditors_responsibilities/ar3.pdf. This description forms part of our
auditor's report.

V/\&V\)akm%twcﬁb

PricewaterhouseCoopers

(. \WNoordsell- @_m

Kerryn Woombell-Perry Sydney
Partner 20 November 2020



	1- 30 June 2020 FTH Accounts for Signing
	0168_001
	1- 30 June 2020 FTH Accounts for Signing
	0168_001

