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Directors’ Report

Your Directors present the following report on Norwood Systems Pty Ltd {(“Norwood” or “the Company”)
for the year ended 30 June 2013.

Directors
The names of the Directors in office during the financial year and until the date of this report are as follows:

Mr Paul Ostergaard Chairman
Ms Fiona Meiklejohn Director

All Directors were in office for the entire period unless otherwise stated.
Principal Activities

The principle activity of the Company for the year ended 30 June 2013 was the provision of global mobility
and roaming services for mid to large size organisations.

Dividends
There were no dividends paid during the year.
Review of Operations

The Statement of Profit or Loss and Other Comprehensive income shows a loss attributable to shareholders
of 615,237 for the financial year ended 30 June 2013 (30 June 2012: loss of $465,948).

Matters subsequent to the end of the period

The Company is in the process of being acquired by Monteray Mining Group ("Monteray”), an ASX listed
entity having signed a binding term sheet on 9 December 2014. The transaction is subject to a number of
conditions as follows:

e  Mutual due diligence (completed on 21 January 2015);

e All outstanding convertible notes being either converted into ordinary shares or cancelled;

e 100% of the offers by Monteray to the Company shareholders and convertible noteholders;

e Execution of a formal sale and purchase agreement;

¢ The Company creditors at the completion of the Transaction not exceeding 5280,000;

¢ Monteray raising a minimum of $3.75 million in conjunction with re-complying with Chapters 1 and
2 of the ASX Listing Rules; and

¢ Monteray shareholder approval.

At the date of this report, these conditions and the transaction has not been completed. In February 2015,
Monteray have confirmed their intention to waive the condition precedent that Norwood creditors not
exceed $280,000.
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Directors’ Report (cont’d)

Matters subsequent to the end of the period (cont'd}

Between 30 June 2013 and the date of signing these financial statements, the Company has issued
1,183,304, 51 par value convertible notes on the following terms and conditions:

s Each note bears interest at the rate of 6% per annum.

s The notes may be converted voluntarily or mandatorily into ordinary shares. A mandatory conversion
would occur if either the Company issues Preferred Shares to raise not less than

e $2,000,000 (being Preferred Financing) or the Company lodges an IPQO prospectus. The mandatory
conversion is based on the following:
- The Mandatory Conversion Price is:
{a) in the case of a Preferred Financing, a 26% discount to the price of the Preferred Shares
issued as part of the Preferred Financing; and
{b)  inthe case of an IPO, a 20% discount to the price of Ordinary Shares offered pursuant to
the prospectus.

- The Mandatory Conversion Date is:
{a) in the case of a Preferred Financing, the date of the decision of the board of the
Company to issue and allot the Preferred Shares to applicants in connection with the Preferred
Financing; and
(b) in the case of an IPO, the date that the Company lodges a prospectus with the
Australian Securities and Investments Commission in connection with the IPO.

The holder may choose to voluntarily convert the Notes on or before the maturity date. If not converted,
the principal amount together with the interest becomes due and payable.

Approximately $355,000 of these convertible notes matured on 31 January 2015 with an additional
$338,719 maturing on the 7 March 2014. The Company expects all convertible notes to be cancelled and
converted to shares in Monteray as part of the transaction noted above and as at the date of signing these
financial statements the Company is in the process of implementing formal agreements with the note
holders to this effect. Convertible note holders are supportive of the Monteray transaction and none have
demanded repayment of their notes as at the date of signing these financial statements.

In July 2014 the Company entered into a $280,000 loan agreement with Innovative Technology Funding Pty
Ltd under which $259,000 was drawn by the Company as at the date of this report. Interest is payable on
the loan monthly at an annual rate of 16%. The loan is secured against any future income tax refunds
received by the Company and is repayable on the earlier of the date that the Company receives a tax
refund in relation to the year ending 30 June 2014 or 20 months from the date of draw down.

Likely developments and expected results of operations

The Company will continue to develop its CORONA platform reducing corporate international roaming
expenses and improving staff contactability and communications security for its customers.

The Company will also continue its rapid growth expanding its customer base and hiring as necessary.
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Directors’ Report (cont’d)
Significant changes in the state of affairs

As described in the “Matters subsequent to the end of the period” section on the previous page, the
Company in the process of being acquired by ASX listed entity Monteray Mining Group (“Monteray”).

There have been no other significant changes in the state of affairs of the Company during the financial
year and up to the date of this report.

Environmental regulations and performance

The Company does not carry out any operations that are subject to environmental regulations. The
Company is not aware of any breaches in relation to environmental matters.”

Financial Position

At 30 June 2013 the Company has net assets of $169,039. (30 June 2012: net assets of $34,276). The
Company’'s working capital, being current assets less current liabilities as at 30 June 2013 is $167,227 (30
June 2012: $326,665).

Shares under Option

There were no unissued ordinary shares of Norwood Systems Pty Ltd under option at the date of this
report.

Between 30 June 2012 and the date of signing these financial statements, the Company has issued
1,183,304, $1 par value convertible notes as described in the subsequent events section above.

Shares Issued on the Exercise of Options

There were no options exercised during the financial year.
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Directors’ Report (cont’d)

Information on Directors

Paul Ostergaard

Appointed

Experience

Interest in Shares and
Options
Current directorships

Former  directorships
held in past three years

Executive Chairman

2 February 2011

Paul holds a Bachelor of Electronic Engineering from the University of Western Australia
and an MBA from INSEAD.

Paul has a 25 years experience in the high-technology sector, having worked in senior
executive roles in start-ups and large corporations across the North American,
European and Asia-Pacific regions. Prior to Norwood Systems, Paul founded several
companies in the wireless communications sector including the original Norwood
Systems Ltd, the award-winning technology pioneer in fixed mobile convergence
platforms, founded in 1999.

Previously, Paul headed the global platform marketing strategy for a $1 bililon systems
platform at 3Com Corporation, leading the platform’s brand and core technology
development across seven divisions and 37 product lines. During his tenure at 3Com,
worldwide market share for this platform increased to an all-time peak of 35% with
sales increasing at an average of 50% p.a. to reach $1.2 billion in annual revenues.

1,000,000 Ordinary fully paid shares and 172,175 AA class shares

None

None

Fiona Meiklejohn

Appointed

Experience

Interest in Shares and
Options
Current directorships

Former directorships
held in past three years

Non-Executive Director

2 February 2011
Fiona Meiklejchn has been a Director of Norwood Systems since 2011. Prior to
Norwood Systems, Fiona was Company Secretary of the original Narwood Systems Ltd,

an award-winning technology pioneer in fixed-mobile convergence platforms, founded
in 1999.

Fiona is currently a Senior Consultant at FTI Consulting, a global management
consultancy and has been a non-executive director of Ocean Broadband Ltd since 2005.

Previously she was a Partner at the London headquarters of Financial Dynamics, a
global corparate communications and investor relations consultancy.

Fiona holds a BA in Politics with honours from the University of Western Australia.
None

None

Neone
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Directors’ Report (cont’d)

Director Meetings

The number of directors’ meetings and number of meetings attended by each of the directors of the
Company during the year are:

Number of Meetings Number of Meetings
Eligible to Attend attended
Number of Meetings Held i 1

Number of Meetings Attended
Director

Mr Paul Ostergaard

Ms Fiona Meiklejohn

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.

Indemnification of auditors

To the extent permitted by law, the Company has agreed to indemnify its auditors, Ernst & Young Australia,
as part of the terms of its audit engagement agreement against claims by third parties arising from the
audit {for an unspecified amount). No payment has been made to indemnify Ernst & Young during or since
the financial year.

Non-Audit Services

The Company may decide to employ its auditar on assignments additional to their statutory audit duties
where the auditor's expertise and experience with the Company is important.

During the year the following fees were paid or payable for services provided by the auditor of the
Company:
2013
$

Audit services
Amounts received or due and receivable by Ernst and Young:

- An audit or review of the financial reports of the entity 15,000
Non-Audit services
Amounts received or due and receivable by Ernst and Young:

- Research and development tax services 29,551
Total remuneration 44,551

Auditor’s Independence Declaration

A copy of the auditors’ independence declaration as required under section 307C of the Corporations Act
2007 has been included as part of the financial report.
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Directors’ Report (cont’d)
Remuneration report (Unaudited)

The remuneration report is set out under the following main headings:

Principles used to determine the nature and amount of remuneration
Details of remuneration

Service agreements

Share-based compensation

Shareholdings of Key Management Personnel

Loans from Key Management Personnel or their related parties

Other transactions with Key Management Personnel or their related parties

thOmMmmMmMoQoOmXe

A Principles used to determine the nature and amount of remuneration

The Board has elected not to establish a remuneration committee based on the size of the
organisation and has instead agreed to meet as deemed necessary and allocate the appropriate time
at its board meetings.

The following items are considered and discussed as deemed necessary at the board meetings:

. make specific recommendations to the board on remuneration of Directors and senior officers;

0 recommend the terms and conditions of employment for the Director;

= undertake a review of the Director's performance, at least annually, including setting the
Director goals for the coming year and reviewing progress in achieving those goals;

= consider and report to the Board on the recommendations of the Director on the
remuneration of all Directors; and

" develop and facilitate a process for Board and Director evaluation.

Directors’ Fees

Fees and payments to Directors reflect the demands which are made on, and the responsibilities of, the
directors. Directors’ fees and payments are reviewed annually by the Board.

Directors do not receive performance-based pay.
Additional fees

A Director may also be paid fees or other amounts as the Directors determine if a Director performs special
duties or otherwise performs services outside the scope of the ordinary duties of a Director.

A Director may also be reimbursed for out of pocket expenses incurred as a result of their directorship or
any special duties.

Retirement allowarnces for directors

Superannuation contributions required under the Australian Superannuation Guarantee Legislation
continue to be made and are deducted from the directors’ overall fee entitlements where applicable.
Benefits

No benefits other than noted above are paid to Directors or Management except as incurred in normal
operations of the business.
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Directors’ Report (cont’d)

Remuneration report (cont’d)

A Principles used to determine the nature and amount of remuneration (cont’d)

Long term incentives

Options are to be issued at the Board’s discretion. There have been no optians issued to employees

at the date of this financial report.

Remuneration consultants

Remuneration consultants have not been used in determining the remuneration paid.

B Details of remuneration

Amounts of remuneration

Details of the remuneration of the following directors and the key management personnel of the

Company are found below:

Short- term employee benefits Post-employment Share- Total Total
benefits based Remun-
pay- eration
ments Represen-
ted by
30 June 2013 Cash Other Non Super- Retire- Options Options
salary & Monetary annuation ment
Fees Benefits Pensions Benefits
Directors $ $ 5 s 5 $ 5 %
Paul Ostergaard 110,000 - - 9,900 - - 119,300 -
Fiona Meiklejohn - - - - - - - -
Sub-total 110,000 @ = 9,900 - - 118,900
Directors
Total key management
personnel compensation 110,000 - - 9,900 - - 119,900 -

The relative propartions of remuneration that are linked to performance and those that are fixed are

as follows:
Name Fixed Remuneration Performance Based
Remuneration
2013 2013
Director
Paul Ostergaard 100% 0%
Fiona Meiklejohn n/a n/a

C Service agreements

There were no service agreements with Directors as at the date of this financial report.

D Share-based compensation

No shares were issued during the year as share based compensation.
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Directors’ Report (cont’d)

Remuneration report (cont’d)

E

Shareholdings of Key Management Personnel

The numbers of shares in the Company held during the period by each director of Norwood Systems
Pty Ltd and other key management personnel of the Company, including their personally related
parties, are set out below. There were no shares granted during the reporting period as
compensation.

Ordinary shares
2013

Balance at start of

Received during
the period on the

Balance at the end

Name the period exercise of options Other changes of the period
Directors
Paul Ostergaard 1,000,000 - 1,000,000
Fiona Meiklejohn - o -
Total 1,000,000 - 1,000,000
AA class shares
2013 Received during

Balance atstartof  the period on the Balance at the end
Name the period exercise of options Other changes of the period
Directors
Paul Ostergaard 172,175 - 172,175
Fiona Meiklejohn = = S
Total 172,175 - 172,175

Loans from Key Management Personnel or their related parties

At 30 June 2013 the Company owed Ocean Broadband Pty Ltd, a Company related through the
commeon control of Paul Ostergaard, $142,743. Details of the movements in the loan account during

the year are as follows:

Loans to related parties 2013
Beginning of the year 115,203
Loans advanced 27,540
Loan repayments made =
End of the year 142,743

At 30 lune 2013 the Company owed ChillCast Pty Ltd, a Company related through the common
control of Paul Ostergaard, $25,000. Details of the movements in the loan account during the year

are as follows:

Loans to related parties 2013
Beginning of the year 40,000
Loans advanced -
Loan repayments made {15,000)
End of the year 25,000

Both loans are non-interest bearing and repayable on demand, however neither has been called on

at the date of this report.
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Directors’ Report (cont’d)

Remuneration report (cont’d)

G Other transactions with Key Management Personnel or their related parties

There were no other transactions made or outstanding to directors of Norwood Systems Pty Ltd and
other key management personnel of the Company, including their personally related parties.

END OF UNAUDITED REMUNERATION REPORT

This report of Directors, incorporating the Remuneration Report, is signed in accordance with a resolution
of Directors.

Paul Ostergaardé
Director

Perth, Western Australia
6 March 2015

10
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working world

Auditor’s Independence Declaration to the Directors of Norwood
Systems Pty Ltd

In relation to our audit of the financial report of Norwood Systems Pty Ltd for the financial year ended
30 June 2013, to the best of my knowledge and belief, there have been no contraventions of the auditor
independence requirements of the Corporations Act 2001 or any applicable code of professional
conduct.

EAS(T ¥ \/0"*"3

Ernst & Young

G Lotter
Partner
6 March 2015

A member firm of Ernst & Young Global Limited GL:DR:NOR:007
Liability limited by a scheme approved under Professional Standards Legislation
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Statement of Profit or Loss and Other Comprehensive Income
For the year ended 30 June 2013

Note 2013 2012
$ $

Interest income 3 2,558 1,197
Government grant income 3 299,590 173,879
Employee and director benefits expense 4 (588,678) {225,937)
Consultancy and subcontractor fees (31,453) (60,956)
Travel and entertainment (68,766) {78,680}
Legal fees (2,656) {15,752}
Rent (88,446) {21,021}
Research and development expenses (49,256) {29,170}
Other expenses (25,136) (158,304}
Accountancy costs (30,537) (34,564)
Interest expense - {171)
Administration expenses {2,657) -
Electricity and telephone (5,205) {5,931)
Licence fees (20,418) {399)
Depreciation (4,177) {10,139}
Loss before income tax (615,237) (465,948}
Income tax benefit 5 - -
Loss for the period attributable to the members of Norwood
Systems Pty Ltd (615,237) (465,948)
Other comprehensive income S S
Total comprehensive (loss) for the period attributable to the
members of Norwood Systems Pty Ltd (615,237) {465,948)
Basic and diluted earnings/{loss) per share {cents per share) 6 (0.43) {0.44)

The above Statement of Profit or Loss and Other Comprehensive Income is to be read in conjunction with
the accompanying notes.

12
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Statement of Financial Position

As at 30 June 2013

Note 2013 2012

$ $

ASSETS
Current Assets
Cash and cash equivalents 8 109,214 152,356
Other receivables 300,020 174,309
Total Current Assets 409,234 326,665
Non-Current Assets
Plant and equipment 1,812 4,768
Total Non-current Assets 1,812 4,768
TOTAL ASSETS 411,046 331,433
LIABILITIES
Current Liabilities
Trade payables 10 24,117 69,028
Other payables 11 48,252 72,535
Borrowings 12 169,638 155,594
Total Current Liabilities 242,007 297,157
TOTAL LIABILITIES 242,007 297,157
NET ASSETS 169,039 34,276
EQUITY
Issued capital 13 1,250,224 500,224
Accumulated losses (1,081,185) (465,948)
TOTAL EQUITY 169,039 34,276

The ahove Statement of Financial Position is to be read in conjunction with the accompanying notes.

13



Norwood Systems Pty Ltd
Annual Report for the year ended 30 June 2013

Statement of Cash Flows
For the year ended 30 June 2013

Note 2013 2012
$ $

Cash flows from operating activities
Payments to suppliers and employees (804,839) (492,688}
Interest received 2,558 766
Net cash flows {used in} operating activities (802,281) {491,922)
Cash flows from investing activities
Purchase of plant & equipment (3,401) (11,149)
Net cash flows {used in) investing activities (3,401) (11,149)
Cash flows from financing activities
Proceeds from issue of shares 750,000 500,224
Proceeds from related party borrowings 27,540 155,203
Repayment of related party borrowings {(15,000) -
Net cash flows from financing activities 762,540 655,427
Net (decrease)/increase in cash and cash equivalents (43,142) 152,356
Cash and cash equivalents at beginning year 152,356 -
Cash and cash equivalents at end year 8 109,214 152,356

The above Statement of Cash Flows is to be read in conjunction with the accompanying notes.

14
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Statement of Changes in Equity

For the year ended 30 June 2013

Issued Accumulated
Capital Losses Total
$ $ $
Balance at 2 February 2011 - - -
Loss for the period - {(465,948) (465,948}
Transaction with owners, directly recorded
in equity:
Issue of Ordinary Shares 224 - 244
Issue of AA Preference Shares 500,000 - 500,000
Total transactions with owners 500,224 - 500,244
Balance at 30 June 2012 500,224 (465,948) 34,276
Issued Accumulated
Capital Losses Total
$ $ s
Balance at 1 July 2012 500,224 (465,948) 34,276
Loss for the year - (615,237) {615,237)
Issue of AA Preference Shares 750,000 - 750,000
Total transactions with owners 750,000 - 750,000
Balance at 30 June 2013 1,250,224 (1,081,085) 169,038

The Statement of Changes in Equity is to be read in conjunction with the accompanying notes.
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Notes to the Financial Statements

{a)

Corporate information

Norwood Systems Pty Ltd is an unlisted private company, incorporated and domiciled in Australia.
Norwood Systems Pty Ltd is a for-profit entity for the purpose of preparing the financial statements.
These financial statements are for the period 1 July 2012 to 30 June 2013 and was authorised for
issue in accordance with a resolution of the Directors on 6 March 2015.

These financial statements are for Norwood Systems Pty Ltd Limited (the Company) referred to as
‘Norwood’ or the Company.

The nature of the operations and the principal activities of the Company are described in the
Directors’ Report.

Summary of significant accounting policies

The principal accounting policies adopted in the preparation of the financial statements are set out
below. These policies have been consistently applied to the period presented, unless otherwise
stated.

Basis of preparation

The financial report is a general purpose financial report that has been prepared in accordance with
Australian Accounting Standards, Australian Accounting Interpretations, other authoritative
pronouncements of the Australian Accounting Standards Board and the Corporations Act 2001,

The financial report complies with Australian Accounting Standards as issued by the Australian
Accounting Standards Board and International Financial Reporting Standards (IFRS) as issued by the
International Accounting Standards Board.

Australian Accounting Standards set out accounting policies that the AASB has concluded would
result in a financial report containing relevant and reliable information about transactions, events
and conditions. Compliance with Australian Accounting Standards ensures that the financial
statements and notes also comply with International Financial Reporting Standards. Material
accounting policies adopted in the preparation of this financial report are presented below and have
been consistently applied unless otherwise stated.

The financial report has been prepared on an accruals basis and is based on historical costs,
modified, where applicable, by the measurement at fair value of selected non-current assets,
financial assets and financial liabilities.

Comparatives

The comparatives included in this report are for the period from incorporation on 2 February 2011 to
30 June 2012.

16
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Notes to the Financial Statements (cont’d)

2. Summary of significant accounting policies (cont’d)}

(b}

Going concern

This report has been prepared on the going concern basis, which contemplates the continuity of
normal business activity and the realisation of assets and settlement of liabilities in the normal
course of business.

The Company incurred a net loss after tax for the year ended 30 June 2013 of $615,237 and
experienced net cash outflows from operating activities of $802,281 and net cash inflows for
financing activities of $762,540. At 30 June 2013, the Company had a net current asset position of
$467,227 and cash and cash equivalents balance of $109,214. Notwithstanding this, the Directors
believe that there are reasonable grounds to believe that the Company will be able to continue as a
going concern, after consideration of the following:

The Company is in the process of being acquired by Monteray Mining Group {“Monteray”), an ASX
listed entity) having signed a binding term sheet on the 9 December 2013, The transaction is subject
to a number of conditions as follows:

- Mutual due diligence {completed on 21 January 2015);

- All outstanding convertible notes being either converted into ordinary shares or cancelled;

- 100% of the offers by Monteray to the Company shareholders and convertible noteholders;

- Execution of a formal sale and purchase agreement;

- The Company creditors at the completion of the Transaction not exceeding $280,000;

- Monteray raising a minimum of $3.75 million in conjunction with re-complying with

Chapters 1 and 2 of the ASX Listing Rules; and
- Monteray shareholder approval.

At the date of this report, these conditions and the transaction has not been completed. In
February 2015, Monteray have confirmed their intention to waive the condition precedent that
Norwood creditors not exceed $280,000.

At 30 June 2013 the Company owed Ocean Broadband Pty Ltd, a Company related through the
common control of Paul Ostergaard, $142,743. The loan is repayable on demand however has not
been called on at the date of this report.

At 30 June 2013 the Company owed ChillCast Pty Ltd, a Company related through the common
control of Paul Ostergaard, $25,000. The loan is repayable on demand however has not been called
on at the date of this report.

In July 2014 the Company entered into a $280,000 loan agreement with Innovative Technology
Funding Pty Ltd under which $259,000 was drawn by the Company as at the date of this report,
Interest is payable on the loan monthly at an annual rate of 16%. The loan is secured against any
future income tax refunds received by the Company and is repayable on the earlier of the date that
the Company receives a tax refund in relation to the year ending 30 June 2014 or 20 months from
the date of draw down. The balance of the loan will be drawn down to pay remaining trade
payables that do not have a deferral arrangement and for working capital until funds are raised via
an equity raising as detailed in the above Monteray transaction. Both loans are being used for
funding and working capital purposes till the company completes the above transaction.

Between 30 June 2013 and the date of signing these financial statements, the Company has issued
1,183,304, $1 par value convertible notes on the following terms and conditions:

¢ Each note bears interest at the rate of 6% per annum.

17
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Notes to the Financial Statements (cont’d)

2. Summary of significant accounting policies {cont’d)

(b)

{c)

Going concern {cont’'d)

e The notes may be converted voluntarily or mandatorily into ordinary shares. A mandatory
conversion would occur if either the Company issues Preferred Shares to raise not less than
$2,000,000 {being Preferred Financing) or the Company lodges an IPO prospectus. The
mandatory conversion is based on the following:

- The Mandatory Conversion Price is:
{a) in the case of a Preferred Financing, a 26% discount to the price of the
Preferred Shares issued as part of the Preferred Financing; and
{b) in the case of an IPO, a 20% discount to the price of Ordinary Shares
offered pursuant to the prospectus.

- The Mandatory Conversion Date is:
{a) in the case of a Preferred Financing, the date of the decision of the board of
the Company to issue and allot the Preferred Shares to applicants in connection
with the Preferred Financing; and
(b}  in the case of an IPQ, the date that the Company lodges a prospectus with
the Australian Securities and Investments Commission in connection with the IPO.

» The holder may choose to voluntarily convert the Notes on or before the maturity date. If
not converted, the principal amount together with the interest becomes due and payable.

Approximately $355,000 of the Company's convertible notes matured on 31 January 2015 with an
additional $338,719 maturing on the 7 March 2014. The Company expects all the notes to be
converted to shares in the Company as part of the Monteray transaction noted above and as at the
date of signing these financial statements the Company is in the process of implementing formal
agreements with the note holders to this effect.

In considering the above, the directors have reviewed the Company’s financial position and are of the
opinion that the use of the going concern basis of accounting is appropriate as they believe the
Monteray transaction will complete and the Company will be successful in securing additional funds
through an equity issue, which will be used to repay the debts of the company.

Should the Company not achieve the matters set out above, there is significant uncertainty whether
the Company will continue as a going concern and therefore whether it will realise its assets and
extinguish its liabilities in the normal course of business and at the amounts stated in the financial
report.

The financial report does not contain any adjustments relating to the recoverability and classification
of recorded assets or to the amounts or classification of recorded assets or liabilities that might be
necessary should the Company not be able to continue as a going concern.

Leases

Payments made under operating leases are recognised in profit or loss on a straight-line basis over
the term of the lease. Details of the Company’s operating lease commitments are disclosed in Note
16.
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2. Summary of significant accounting policies (cont’d)

(d) Contributed equity

(e)

(f)

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of tax, from the proceeds. Where the
Company’s equity instruments, for example as the result of a share buy-back or a share-based
payment plan, the consideration paid, including any directly attributable incremental costs (net of
income taxes) is deducted from equity attributable to the owners of Norwood Systems Pty Ltd as
treasury shares until the shares are cancelled or reissued. Where such ordinary shares are
subsequently reissued, any consideration received, net of any directly attributable incremental
transaction costs and the related income tax effects, is included in equity attributable to the owners
of Norwood Systems Pty Ltd.

Earnings/(loss) per share

Basic earnings/{loss) per share is calculated by dividing:

¢ the profit/(loss) attributable to owners of the Company, excluding any costs of servicing equity
other than ordinary shares;

¢ by the weighted average number of ordinary shares outstanding during the financial period,
adjusted for bonus elements in ordinary shares issued during the period and excluding treasury
shares {(note 6).

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. Cost may also include
transfers from equity of any gains or losses on qualifying cash flow hedges of foreign currency
purchases of property, plant and equipment.

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 Company 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 period in which they are incurred.

Depreciation on other assets is calculated using the straight-line method to allocate their cost or re-
valued 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:

— Computer equipment: 3 years
— Office furniture and equipment: 5 years

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

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount. Gains and losses on disposals are
determined by comparing proceeds with carrying amount. These are included in profit or loss.
received formal notification that a patent has been granted. The Company believes expensing patent
development and application costs provides the most relevant and reliable information to financial
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(g)

(h)

Summary of significant accounting policies (cant'd)

Patents & development expense

The Company expenses all research and development costs as incurred. The amounts incurred in
relation to patent development costs and patent applications are expensed until the Company has
statement users. The Company will only record a development asset when there is certainty that the
Company will be able to patent the technology it has created, as demonstrated by the approval of
the patent application and as a result expect future economic benefits to flow to the Company.

Following initial recognition of development expenditure as an development asset, the asset is
carried at cost less any accumulated amortisation and accumulated impairment losses. Amortisation
of the asset begins when development is complete and the asset is available for use. It is amortised
over the period of expected future benefit, which will narmally be the useful life of the patent.
Amortisation is recorded in other expenses. During the period of development, the asset is tested for
impairment annually.

Trade payables

These amounts represent liabilities for goods and services provided to the Company prior to the end
of financial year which are unpaid. The amounts are unsecured and are usually paid within 30 days of
recognition. Trade and other payables are presented as current liabilities unless payment is not due
within 12 months from the reporting date. They are recognised initially at their fair value and
subsequently measured at amortised cost using the effective interest method.

Income tax
The income tax expense {revenue) for the period comprises current income tax expense (income}
and deferred tax expense (income}.

Current income tax expense charged to the profit or loss is the tax payable on taxable income
calculated using applicable income tax rates enacted, or substantially enacted, as at reporting date.

Current tax liabilities {assets) are therefore measured at the amounts expected to be paid to
{recovered from) the relevant taxation authority.

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

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

Deferred tax assets and liabilities are ascertained based on temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the financial statements.

Deferred tax assets also result where amounts have been fully expensed but future tax deductions
are available. No deferred income tax will be recognised from the initial recognition of an asset or
liability, excluding a business combination, where there is no effect on accounting or taxable profit or
loss.

Deferred tax assets and liabilities are calculated at the tax rates that are expected to apply to the
period when the asset is realised or the liability is settled, based on tax rates enacted or substantively
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2

(i)

()

(k}

Summary of significant accounting policies (cont’d)

Income tax (cont’d)
enacted at reporting date. Their measurement also reflects the manner in which management
expects to recover or settle the carrying amount of the related asset or liability.

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

Current tax assets and liabilities are offset where a legally enforceable right of set-off exists and it is
intended that net settlement or simultanecus realisation and settlement of the respective asset and
liability will occur. Deferred tax assets and liabilities are offset where a legally enforceable right of
set-off exists, the deferred tax assets and liabilities relate to income taxes levied by the same
taxation authority on either the same taxable entity or different taxable entities where it is intended
that net settlement or simultaneous realisation and settlement of the respective asset and liability
will occur in future periods in which significant amounts of deferred tax assets or liabilities are
expected to be recovered or settled.

Impairment of Assets

At each reporting date, the Company reviews the carrying values of its tangibte and intangible assets
to determine whether there is any indication that those assets have been impaired. If such an
indication exists, the recoverable amount of the asset, being the higher of the asset’s fair value less
costs to sell and value in use, is compared to the asset’s carrying value. Any excess of the asset’s
carrying value over its recoverable amount is expensed to the income statement.

Impairment testing is performed annually for goodwill and intangible assets with indefinite lives.

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

Employee Benefits

{i) Wages and salaries, annual leave and sick leave
Liabilities for wages and salaries, including non-monetary benefits, annual leave and
accumulating sick leave expected to be settled within 12 months of the reporting date are
recognised in other payables in respect of employees’ services up to the reporting date and
are measured at the amounts expected to be paid when the liabilities are settled.

{liy  Long service leave

The liability for long service leave is recognised in the provision for employee benefits and
measured as the present value of expected future payments to be made in respect of services
provided by employees up to the reporting date 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 reporting date on national government bonds with terms to maturity and
currency that match, as closely as possible, the estimated future cash outflows.

(i)  Share-based payments
Share-based compensation benefits are provided to employees at the Directors’ discretion
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2.

(k)

(1)

Summary of significant accounting policies (cont’d)

Employee Benefits (cont’d)
The fair value of options granted is recognised as an employee benefit expense with a
corresponding increase in equity. The fair value is measured at grant date and recognised over
the period during which the employees become unconditionally entitled to the options.

The fair value at grant date is independently determined using a Black-Scholes option pricing
model that takes into account the exercise price, the term of the option, the impact of dilution,
the share price at grant date and expected price volatility of the underlying share, the
expected dividend yield and the risk free interest rate for the term of the option.

The fair value of the options granted is adjusted to reflect market vesting conditions, but excludes
the impact of any non-market vesting conditions (for example, profitability and sales growth targets).

Non-market vesting conditions are included in assumptions about the number of options that are
expected to become exercisable. At each reporting date, the entity revises its estimate of the
number of options that are expected to become exercisable. The employee benefit expense
recognised each period takes into account the most recent estimate. The impact of the revision to
original estimates, if any, is recognised in the income statement with a corresponding adjustment to
equity.

Provisions

Provisions for legal claims, service warranties and make good obligations are recognised when the
Company has a present legal or constructive obligation as a result of past events, it is probable that
an outflow of resources will be required to settle the obligation and the amount has been reliably
estimated. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognised
even if the likelihood of an outflow with respect to any one item included in the same class of
obligations may be small.

Provisions are measured at the present value of management’s best estimate of the expenditure
required to settle the present obligation at the reporting date. The discount rate used to determine
the present value reflects current market assessments of the time value of money and the risks
specific to the liability. The increase in the provision die to the passage of time is recognised as
interest expense,

(m} Cash and Cash Equivalents

Cash and cash equivalents include 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 change in rate
and bank overdrafts
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(n)

(o)

{p)

Summary of significant accounting policies {cont’d)

Revenue and Other Income

Revenue is measured at the fair value of the consideration received or receivable after taking into
account any trade discounts and volume rebates allowed. 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. The difference between the amount initially recognised and the
amount ultimately received is interest revenue.

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

Dividends received from associates and joint venture entities are accounted for in accordance with
the equity method of accounting.

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

Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount
of GST incurred is not recoverable from the Australian Tax Office. In these circumstances the GST is
recognised as part of the cost of acquisition of the asset or as part of an item of the expense.
Receivables and payables in the statement of financial position are shown inclusive of GST.

Cash flows are presented in the statement of cash flows on a gross basis, except for the GST
component of investing and financing activities, which are disclosed as operating cash flows.

Financial liabilities

Financial liabilities are recognised initially on the date the Company becomes a party to the
contractual provisions of the instrument. The Company derecognises a financial liabilities when its
contractual obligations are discharged, cancelled or expire.

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through
profit or loss, loans and borrowings or payables, as appropriate. All financial liabilities are recognised
initially at fair value and, in the case of loans and borrowings and payables, net of directly
attributable transaction costs.

The Company’s financial liabilities include trade and other payables and loans and borrowings.

A financial instrument is recognised if the Company become a party to the contractual provisions of
the instrument. Financial liabilities are derecognised if the Company’s obligations specified in the
contract expire or are discharged or cancelled.

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortised cost using the effective interest rate method. Gains and losses are recognised in profit or
loss when the liabilities are derecognised as well as through the effective interest rate amortisation
process.

The effective interest rate amortisation is included in finance costs in the statement of profit or loss.
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2.

{q}

(r)

(s)

(t)

Summary of significant accounting policies {cont'd)

Government grants

Government grants are recognised where there is reascnable assurance that the grant will be
received and all attached conditions will be complied with. When the grant relates to an expense
item, it is recognised as income on a systematic basis over the periods that the related costs, for
which it is intended to compensate, are expensed. When the grant relates to an asset, it is
recognised as income in equal amounts over the expected useful life of the related asset.

Critical accounting estimates and judgments

Estimates and judgements are continually evaluated and 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.

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definitions, seldom equal the related actual results.

Key Estimate — Taxation

Balances disclosed in the financial statements and the notes thereto, related to taxation, are based
on the best estimates of directors. These estimates take into account both the financial performance
and position of the Company as they pertain to current income taxation legislaticn, and the directors
understanding thereof. No adjustment has been made for pending or future taxation legislation. The
current income tax position represents that directors’ best estimate, pending an assessment by the
Australian Taxation Office.

Key Policy - Development costs

The Company capitalises research and development costs once a patent has been granted in line
with its accounting policy. In determining the amounts to be capitalised, management makes
assumptions regarding the expected future cash generation of the patent assets and the expected
period of benefits.

Segment Reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision maker. The chief operating decision maker has been identified as the
Executive Director, in consultation with the Board of Directors.

The Company operates in one industry, mobile international roaming services and in one main
geographical segment, being Australia. Refer to Note 15 for details.

Changes in accounting policies and disclosures

In the year ended 30 June 2013, the Company has reviewed all of the new and revised Standards and
Interpretations issued by the AASB that are relevant to its operations and effective for the current
annual reporting period.

It has been determined by the Company that there is no impact, material or otherwise, of the new

and revised Standards and Interpretations on its business except for disclosure purposes and,
therefore, no change is necessary to Company accounting policies.
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2.  Summary of significant accounting policies {cont’d)

(t} Changes in accounting policies and disclosures {cont’d)
The following standards and interpretations would have been applied for the first time for entities
with the year ending 30 June 2013:

Reference Title | Application date | Application date

; of standard for the Company
AASB 2011-9 Amendments to Australian Accounting Standards -Presentation of 1 July 2012 1 July 2012

Other Comprehensive Income

[AASB 1,5,7,101,112, 120, 121, 132, 133, 134, 1039 & 1049]
This standard requires entities to group items presented in other :
comprehensive income on the basis of whether they might be :
reclassified subsequently to profit or loss and those that will not.
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2.  Summary of significant accounting policies {cont’d)

{u) New accounting standards and interpretations issued but yet effective

The following applicable accounting standards and interpretations have been issued or amended but are
not yet effective. These standards have not been adopted by the Company for the year ended 30 June
2013, and no change to the Company’s accounting policy is required:

Reference

Title

Summary

Impact on|
Company
financlal
report

| Application

|date  for
| the
| Company

AASB 10

Consolidated Financial
Statements

AASB 10 establishes a new control model that applies to all entities. It
replaces parts of AASB 127 Consolidaoted and Separate Financial
Statements dealing with the accounting for consolidated financial
statements and UIG-112 Consolidetion - Special Purpose Entities.

The new control medel breadens the situations when an entity Is
considered to be controlled by another entity and Includes new
guidance for applying the model to specific situations, including
when acting as a manager may give control, the impact of potential
voting rights and when holding less than a majority voting rights may
give control,

Consequential amendments were also made to this and other
standards via AASB 2011-7 and AASB 2012-10.

No
material
impact
expected.

1 July
2013

AASB 11

Joint Arrangements

AASB 11 replaces AASB 131 [aterests in Joint Venmtures and UIG-113
Jotntly- controlled Entities - Non-monetary Contributions by Ventures.

AASB 11 uses the principle of control in AASB 1D to define Joint
control, and therefore the determination of whether joint control
exists may change. In addition it removes the cpticn to account for
jointly controlled entities (JCEs) using proportlonate consoclidation.
Instead, accounting for a joint arrangement is dependent on the
nature of the rights and obligations arising from the arrangement,
Joint operations that give the venturers a right to the underlying
assets and obligations themselves is accounted for by recognising the
share of those assets and obligatlons. Joint ventures that give the
venturers a right to the net assets is accounted for using the equity
method.

Consequential amendments were also made to this and cther
standards via AASB 2011-7, AASB 2010-10 and amendments to AASB
128.

No
material
impact
expected.

1 July
2013

AASE 12

Disclosure of Interests in
Other Entities

AASB 12 includes 3ll disclosures relating to an entity's interests in
subsidiaries, joint arrangements, associates and structured entitles.
New disclosures have been introduced about the jJudgments made by
management to determine whether control exists, and to requlre
summarised information about joint arrangements, assoclates,
structured entities and subsidiaries with non-controlling Interests.

No
material
Impact
expected.

1 July
2013

AASB 13

Fair Vaolue Megsurement

AASB 13 establishes a single source of guidance for determining the
falr value of assets and llabllities. AASB 13 does not change when an
entity Is required to use falr value, but rather, provides guldance on
how to determine falr value when fair value Is required or permitted.
Application of this definition may result In different fair values being
determined for the relevank assets.

AASB 13 also expands the disclosure requirements for all assets or
llabilities carrled at fair value. This includes information about the
assumptions made and the qualitative impact of those assumptions
on the fair value determined.

Consequential amendments were alsa made ko other standards via
AASB 2011-8.

Additional
disclosures
will be
included in
the
Company's
Annual
Report.

1 July
2013
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Reference Title Summary Impact on | Application
Company |date for
financlal | the
report Company

AASB 119 Employee Benefits The main change introduced by this standard is to revise the [No 1 July

accounting for defined benefit plans. The amendment removes the | material 2013
options for accounting for the liability, and requires that the liabilities | impact
arlsing from such plans is recognlsed in full with actuarial gains and | expected.
losses being recognised in other comprehensive income. It also

revised the method of calculating the return on plan assets.

The revised standard changes the definition of short-term employee

benefits. The distinction between short-term and other long-term

employee benefits is now based on whether the benefits are

expected to be settled wholly within 12 months after the reporting

date.

Consequential amendments were also made to other standards via

AASB 2011-10.

AASB 2012-2 | Amendments to Australian | AASB 2012-2 principally amends AASB 7 Financial instruments: | No 1 July
Accounting  Standards - | Disclosures to require disclosure of the effect or potential effect of | material 2013
Disclosures -  Offsetting netting arrangements, including rights of set-off associated with the | impact
Financial Assets ond entity's recognised financial assets and recognlsed financial liabilities, | expected.

s on the entity's financial position, when all the offsetting criteria of
Financial Liabiliies AASE 132 are not met.

AASB 2012-5 | Amendments to Australian | AASB 2012-5 makes amendments resulting from the 2008-20117No 1 July
Accounting Standards arising | Annual Improvements Cycle. The standard addresses a range of | material 2013
from Annual Improvements improvements, including the following: impact
2009-2011 Cycle » Repeat application of AASB 1 Is permitted {AASB 1) expected.

» Clarification of the comparative information requirements when
an entity provides a third balance sheet (AASB 101 Presentation
of Financial Statements).

AASBE 2012-9 | Amendment to AASB 1048 | AASB 2012-9 amends AASB 1048 Interpretation af Standards to | No 1 July
arising from the withdrawal |evidence the withdrawal of  Australian  Interpretation | material 2013
of Australian Interpretation 1039 Substantive Enactment of Major Tax Bills in Australie. impact
1039 expected.

AASB 2011-4 | Amendments to Awvstralian | This amendment deletes from AASB 124 Individual key management | No 1 July
Accounting Standards to personnel disclosure requirements for disclosing entities that are not | material 2013
Remove  Individuol  Key companies. It also removes the individval KMP disclosure | impact
Management Personnel requirements for all disclosing entities in relation to equity holdings, | expected.

R ) loans and other related party transactions,
Disclosure Requirements
[AASB 124]

AASB 2012-3 | Amendments to Australian | AASB 2012-3 adds application guidance to AASB 132 Financigl | No 1 July
Accounting  Standards - | Instruments: Presentation to address inconsistencies identified in | material 2014
Offsetting Financial Assets applying some of the f|:)f'fsel‘ting criteria of AMI: 132, including | Impact

. P clarifying the meaning of "currently has a legally enforceable right of | expected.
cacliipcrsiollicbitie set-off" and that some gross settlement systems may be consldered

eqguivalent to net settlement,

Interpretation | Levies This Interpretation conflrms that a liabllity to pay a levy is only | No 1 July

21 recognlsed when the activity that triggers the payment occurs, | material 2014
Applying the golng concern assumptlon does not create a|impact
constructive obligation. expected.

AASB 9 Financial instruments AASB 9 includes requirements for the classification and ] No 1 July
measurement of financial assets, It was further amended by AASE | material 2015
2010-7 to reflect amendments to the accounting for financlal | jmpact
liabilities. expected.

These requirements Improve and simplify the approach for
classification and measurement of financial assets compared with
the requirements of AASB 139. The main changes are described
below.

Financial assets that are debt instruments will be classified
based on (1) the objective of the entity's business model for
managing the financial assets; (2} the characteristics of the
contractual cash flows.

Allows an irrevocable election gn Initial recognition to present
gains and losses on investments in equity instruments that are
not held for trading in other comprehensive income. Dividends

(a)

{b)
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Reference Title Summary Impact on | Application
| Company |date for
financlal |[the

| report Company

in respect of these investments that are a return on investment
can be recognised in profit or loss and there is no impalrment
or recycling on disposal of the instrument.

{c)  Fimancial assets can be designated and measured at fair value
through profit or loss at initial recognition if doing so eliminates
or significantly reduces a measurement or recognition
inconsistency that would arise from measuring assets or
liabllities, or recognising the gains and losses on them, on
different bases,

[d) Where the fair value option is used for financial liabilities the
change in fair value is to be accounted for as follows:

»  The change attributable to changes in credit risk are
presented in other comprehensive income (OCI)
»  The remaining change is presented in profit or loss

If this approach creates or enlarges an accounting mismatch in the
profit or loss, the effect of the changes in credit risk are also
presented in profit or loss,

Further amendments were made by AASB 2012-6 which amends the
mandatory effective date to annual reporting periods beginning on
or after 1 January 2015. AASB 2012-8 also modifies the relief from
restating prior periods by amending AASB 7 to require additional
disclosures on transition to AASB 9 in some circumstances.

Consequential amendments were also made to other standards as a
result of AASB 9, introduced by AASB 2009-11 and superseded by
AASB 2010-7 and 2010-10.
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3. Revenue from continuing operations
2013 2012
$ $
Revenue
Bank interest 2,558 1,197
Government grant income — research and development grant 299,590 173,879
302,148 175,076
4.  Loss for the period
Loss for the period includes the following items:
2013 2012
$ $
Employee and Director benefits expense
Director’s fees 110,000 62,549
Employee wages 430,441 143,054
Superannuation 48,237 20,334
Total employee and director benefits expense 588,678 225,937
5. Income Tax
2013 2012
$ $
Accounting loss before income tax {615,237} {465,948)
Income tax benefit at the Company’s statutory rate of 30% (184,571) {139,784)
{89,877} (52,163)
Non-deductible differences - S
Temporary differences {52,161) 81,468
Total income tax benefit for the year {326,609) {110,479)
Deferred tax asset not brought to account {326,609} (110,479)

As at 30 June 2013, the Company has an unrecognised deferred tax asset of $437,089 {30 June 2012:

$110,479) in relation to historical losses.

No deferred tax assets have been bought to account as it is not probable within the immediate
future that tax profits will be available against which deductible temporary differences and tax losses

can be utilised.

The benefit for tax losses will only be obtained if:

s the Company derives future assessable income in Australia of a nature and of an amount

sufficient to enable the benefit from the deductions for the losses to be realised;
» the Company continues to comply with the conditions for deductibility imposed by tax legislation in

Australia; and

« there are no changes in tax legislation in Australia which will adversely affect the Company in

realising the benefit from the deductions for the losses.

29



Narwood Systems Pty Ltd
Annual Report for the year ended 30 June 2013

Notes to the Financial Statements (cont’d)

6. Earnings/(loss) per Share
Basic earnings/(loss) per share amounts are calculated by dividing net profit/{loss} for the period
attributable to ordinary equity holders of the parent by the weighted average number of eordinary
shares outstanding during the period.
The following reflects the income and share data used in the total operations basic and diluted
earnings per share computations:
2013 2012
$ $
Loss after income tax 615,237 465,948
Basic earnings/{loss) per share attributable to equity holders {0.43) (0.44)
Number Number
Weighted average number of ordinary shares outstanding during the 1,446,013 1,062,060
period used in calculating basic EPS
There have been no other transactions involving ordinary shares or potential ordinary shares since
the reporting date and before the completion of these financial statements.
As the Company is loss making, there is no diluted EPS calculated.
7. Dividends Paid or Proposed
The directors do not recommend the payment of a dividend and no amount has been paid or
declared by way of a dividend to the date of this report.
8.  Cash and Cash Equivalents
2013 2012
$ $
Current
Cash at bank and in hand 109,214 152,356
Cash at bank earns interest at floating rates based on daily bank rates.
Refer to note 14 on financial instruments for details on the Company’'s exposure to risk in respect of
its cash balance.
9.  Other Receivables
2013 2012
$ $
Current
Debtors 430 430
Research and development grant receivable 299,590 173,878
300,020 174,309

As at the end of the financial period, no other receivables are past due or impaired.
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10. Trade Payables

2013 2012
$ $
Current
Trade creditors 24,117 69,028

Trade payables are non-interest bearing and are normally settled on 60-day terms. All amounts are
expected to be settled within 12 months. Please refer to note 14 on Financial Instruments for further
discussion on risk management.

11. Other Payables

2013 2012
$ $
Current
Accruals 26,905 27,834
Provisions 21,347 44,528
Credit cards - i73
48,252 72,535
All amounts are expected to be settled within 12 months.
12. Borrowings
2013 2012
$ $
Loan — ChillCast Pty Ltd 25,000 40,000
Loan = Ocean Broadband Ltd 142,743 115,203
Lean = employee 1,895 391
169,638 155,594

At 30 June 2013 the Company owed Ocean Broadband Pty Ltd, a Company related through the
common control of Paul Ostergaard, $142,743 (30 June 2012: $115,203).

At 30 lune 2013 the Company owed ChillCast Pty Ltd, a Company related through the common
control of Paul Ostergaard, $25,000 {30 June 2012: $40,000).

Both loans are non-interest bearing and repayable on demand, however neither has been called on
at the date of this report. The carrying value of the loans reflect the fair value of the loans.

13. Issued Capital

Date Details No. of Shares No. of Shares Issue Price S
ORD AA

2 February 2011 Issue of shares 1,000,000 - $0.0002 200
13 March 2012 Issue of shares 120,000 - $0.0002 24
20 March 2012 Issue of shares - 184,500 52.71 500,000
30 June 2012 1,120,000 184,500 500,224
14 July 2012 issue of shares - 18,450 52.71 50,000
20 December 2012 Issue of Shares - 235,293 52.97 700,000

30 June 2013 1,120,000 438,243 1,250,224
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13.

14,

(a)

(b)

Issued Capital {cont’d}

Each Share carries one vote per share and carries equal rights to dividends. AA class shareholders will
be entitled to capital distributions prior to holders of ordinary shares upon winding up of the
Company.

Financial Instruments

Financial Risk Management

The Company’s activities expose it to a variety of financial risks including interest rate risk, price risk,
credit risk and liquidity risk. The Company’s overall risk management program focuses on the
unpredictability of the financial markets and seeks to minimise potential adverse effects on the
financial performance of the Company. The Company does not use derivative financial instruments;
however the Company uses different methods to measure different types of risk to which it is
exposed. These methods include sensitivity analysis in the case of interest rate and other price risks
and aging analysis for credit risk.

Risk management is carried out by the Board of Directors with assistance from suitably qualified
external and internal advisors. Further policies will evolve commensurate with the evolution and
growth of the Company.

Market risk

{i) Foreign exchange risk
The Company operated in Australia in the year ended 30 June 2013 and had minimal exposure
to foreign exchange risk.

(i} Price risk
The Company’s exposure to commaodity and equity securities price risk is minimal.

(i) Interest rate risk
The Company's only interest rate risk arises from cash and cash equivalents. Term deposits and
current accounts held with variable interest rates expose the Company to cash flow interest
rate risk. Management have assessed this risk as insignificant.

Weighted 2013 2012
average Carrying Carrying
Interest rate Amount $ Amount $
Financial assets
Cash 0% 109,214 152,356
Total 109,214 152,356

Credit risk

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in
financial loss to the Company. The Company has adopted the policy of dealing with creditworthy
counterparties and obtaining sufficient collateral or other security where appropriate, as a means of
mitigating the risk of financial loss from defaults. The Company measures credit risk on a fair value
basis. The Company does not have any significant credit risk exposure to a single counterparty or any
Group of counterparties having similar characteristics.

3z



Norwood Systems Pty Ltd
Annual Report for the year ended 30 June 2013

Notes to the Financial Statements (cont’d)
14. Financial Instruments {cont’d)
(b} Credit risk {cont’d)
The carrying amount of financial assets recorded in the financial statements, net of any provisions for
losses, represents the Company’'s maximum exposure to credit risk without taking account of the fair

value of any collateral or other security obtained. The credit quality of financial assets that are
neither past due nor impaired can be assessed by reference to external credit ratings:

2013 2012
$ $
Cash and cash equivalents 109,214 152,356
Other receivables 300,020 174,309
Total 409,234 326,665

Other receivables relate to government grants from the Australian government.

(c) Liquidity risk
Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the
availability of funding through an adequate amount of committed credit facilities and the ability to
close out market positions. The Company manages liquidity risk by continuously monitoring forecast
and actual cash flows and matching the maturity profits of financial assets and liabilities. As at
reporting date the Company had sufficient cash reserves to meet its requirements. The Company
therefore had no credit standby facilities or arrangements for further funding in place.

2013 Fixed Interest rate Non-interest Total Weighted
maturing in Bearing average
effective
interest rate
Financial Instrument Floating 1 year Over More
interest or less 1toS than5
rate years  years
s 5 $ $ $ S
Financial Assets
Cash - - - - 109,214 109,214 0%
Other debtors - - - - 300,020 300,020
Total financial assets - - - - 409,234 409,234

Financial Liabilities

Trade payables - - - - 24,117 24,117
Other payables - - - - 48,252 48,252
Borrowings - - - - 169,638 169,638 0%
Total financial liabilities - - - - 242,007 242,007
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14. Financial Instruments (cont’d)
2012 Fixed Interest rate Non-interest Total Weighted
maturing in Bearing average
effective
interest rate
Financial Instrument Floating 1 year Over  More
interest orless 1to5 thanb
rate years  years
L $ S S s $
Financial Assets
Cash - - - - 152,356 152,356 0%
Other debtors - - - - 174,309 174,309
Total financial assets - - - - 326,665 326,665
Financial Liabilities
Trade payables - - - - 69,028 69,028
Other payables - - - - 72,535 72,535
Borrowings - - - - 155,594 155,594 0%
Total financial liabilities - - - - 297,157 297,157

{d) Capital Risk Management

15.

The Company’s objectives when managing capital are to safeguard their ability to continue as a going
concern, so that they can continue to provide returns to shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to reduce the cost of capital. The
Company’s capital includes ordinary share capital and financial liabilities, supported by financial
assets.

In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends
paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.

Because the Company is a start-up company, it does not have ready access to credit facilities, with
the primary source of funding being equity raisings. Therefore, the focus of the Company's capital
risk management is the current working capital position against the requirements of the Company to
meet development programmes and corporate overheads, The Company's strategy is to ensure
appropriate liquidity is maintained to meet anticipated operating requirements, with a view to
initiating appropriate capital raisings as required.

The net working capital position of the Company at 30 June 2013 was $167,227. The Company
currently has $109,214 of cash and cash equivalents to fund its commitments in the immediate
future,

Operating Segments

The Company operates as a single segment which is global mobility and roaming services within
Australia. The Company is domiciled in Australia.
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16. Commitments and Contingent Liabilities

Operating lease commitments

The Company leases an office under non-cancellable operating leases expiring 31 January 2014. On
renewal, terms of the lease are renegotiated. Commitments for minimum lease payments in relation

to non-cancellable operating leases are payment as follows:

2013 2012
5 $
Lease commitments payoble:
Within one year 46,317 79,400
Later than one but not later than five years - 46,317
Later than five years - o
Total 46,317 125,717

Other than the above, the Company has no commitments or contingent liabilities as at the date of

report.
17. Related Party Disclosure

(a) Key Management Personnel

See Note 20 for all director and key management personnel related disclosure.

(b) Loans to/from related parties

At 30 June 2013 the Company owed Ocean Broadband Pty Ltd, a Company related through the
common control of Paul Ostergaard, $142,743. Details of the movements in the loan account during

the year are as follows:

2013 2012
$ $
Loans to related parties
Beginning of the period 115,203 -
Loans advanced 27,540 115,203
Loan repayments made - -
End of the period 142,743 115,203

At 30 June 2013 the Company owed ChillCast Pty Ltd, a Company related through the common
control of Paul Ostergaard, $25,000. Details of the movements in the loan account during the year

are as follows:

2013 2012
$ $
Loans to related parties
Beginning of the period 40,000 -
Loans advanced - 40,000
Loan repayments made (15,000) -
End of the period 25,000 40,000

Both loans are non-interest bearing and repayable on demand, however neither has been called on

at the date of this report.
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18. Events after the Reporting Date

The Company is in the process of being acquired by Monteray Mining Group (“Monteray”), an ASX listed
entity having signed a binding term sheet on 9 December 2014. The transaction is subject to a humber of
conditions as follows:

¢ Mutual due diligence (completed on 21 fanuary 2015};

e All outstanding convertible notes being either converted into ordinary shares or cancelled;

e 100% of the offers by Monteray to the Company shareholders and convertible noteholders;

¢ Execution of a formal sale and purchase agreement;

¢ The Company creditors at the completion of the Transaction not exceeding $280,000;

* Monteray raising a minimum of $3.75 million in conjunction with re-complying with Chapters 1 and
2 of the ASX Listing Rules; and

» Monteray shareholder approval.

At the date of this report, these conditions and the transaction has not been completed. In February 2015,
Monteray have confirmed their intention to waive the condition precedent that Norwood creditors not
exceed $280,000,

Between 30 June 2013 and the date of signing these financial statements, the Company has issued
1,183,304, 51 par value convertible notes on the following terms and conditions:

e Each note bears interest at the rate of 6% per annum

e The notes may be converted voluntarily or mandatorily into ordinary shares. A mandatory
conversion would occur if either the Company issues Preferred Shares to raise not less than
$2,000,000 (being Preferred Financing) or the Company lodges an IPO prospectus. The
mandatory conversion is based on the following:

- The Mandatory Conversion Price is:
(a) in the case of a Preferred Financing, a 26% discount to the price of the
Preferred Shares issued as part of the Preferred Financing; and
ib) in the case of an IPO, a 20% discount to the price of Ordinary Shares
offered pursuant to the prospectus.

- The Mandatory Conversion Date is;
(a) in the case of a Preferred Financing, the date of the decision of the board of
the Company to issue and allot the Preferred Shares to applicants in connection
with the Preferred Financing; and
(b) in the case of an PO, the date that the Company lodges a prospectus with
the Australian Securities and Investments Commission in connection with the IPQ.

e The holder may choose to voluntarily convert the Notes on or before the maturity date. If
not converted, the principal amount together with the interest becomes due and payable.

Approximately $355,000 of the Company’s convertible notes matured on 31 January 2015 with an
additional $338,719 maturing on the 7 March 2015. The Company expects all convertible notes to be
cancelled and converted to shares in Monteray as part of the transaction noted above and as at the date of
signing these financial statements the Company is in the process of implementing formal agreements with
the note holders to this effect. Convertible note holders are supportive of the Monteray transaction and
none have demanded repayment of their notes as at the date of signing these financial statements.
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18. Events after the Reporting Date (cont’d)

In July 2014 the Company entered into a $280,000 loan agreement with Innovative Technology Funding Pty
Ltd under which $259,000 was drawn by the Company as at the date of this report. Interest is payable on
the loan monthly at an annual rate of 16%. The loan is secured against any future income tax refunds
received by the Company and is repayable on the earlier of the date that the Company receives a tax

refund in relation to the year ending 30 June 2014 or 20 months from the date of draw down.

19. Auditor’'s Remuneration

2013 2012
$ $
Audit services
Amounts received or due and receivable by Ernst and Young:
- An audit or review of the financial reports of the entity 15,000 7,500
Non-Audit services
Amounts received or due and receivable by Ernst and Young:
- Research and development tax services 29,551 -
Total remuneration 44,551 7,500

20. Directors and Key Management Disclosures

(a) Directors

The following persons were directors of Norwood Systems Pty Ltd during the period ended 30 June

2013:

Name Position
Paul Ostergaard Director
Fiona Meiklejohn Director

(b) Other key management personnel

There were no further key management personnel of the Company.

(c) Key management personnel compensation

2013 2012
$ $
Short-term employee benefits 110,000 62,549
Other employee expense (superannuation) 9,900 5,621
Total 119,900 68,170
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Directors’ Declaration

The Directors declare that:

{a) the attached financial statements and accompanying notes, are in accordance with the Corporations
Act 2001 including:

{n complying with Accounting Standards, the Corporations Regulations 2001 and other
mandatory professional reporting requirements;

(i)  giving a true and fair view of the financial position as at 30 June 2013 and of the performance
for the period ended on that date of the Company;

(i) are in accordance with International Financial Reporting Standards issued by the International
Accounting Standards Board, as stated in note 2(a) to the financial statements; and

{b) in the Directors’ opinion, there are reascnable grounds to believe that the Company will be able to
pay its debts as and when they become due and payable, subject to note 2(b};

{c) the remuneration disclosures included in pages 7 to 10 of the directors’ report (as part of the
unaudited Remuneration Report), for the year ended 30 June 2013, comply with section 300A of the
Corporations Act 2001; and

(d}  the Directors have been given the declarations as required by section 295A.

This de,éér tion is made in accordance with a resolution of the Board of Directors and is signed for and on
behalﬂoft directoy

Paul Ostergaard ~——
Chairman

Perth, Western Australia
6 March 2015
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Independent auditor's report to the members of Norwood Systems Pty
Ltd

Report on the financial report

We have audited the accompanying financial report of Norwood Systems Pty Ltd, which comprises the
statement of financial position as at 30 June 2013, the statement of profit or loss and other
comprehensive income, statement of cash flows, statement of changes in equity for the year then
ended, notes comprising a summary of significant accounting policies and other explanatory
information, and the directors’ declaration.

Directors responsibility 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 controls as the directors determine are necessary to enable the preparation of the
financial report that is free from material misstatement, whether due to fraud or error. In Note 2(a), the
directors also state, in accordance with Accounting Standard AASB 101 Presentation of Financial
Statements, that the financial statements comply with International Financial Reporting Standards.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. Those standards require that we comply with
relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance about whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial report. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal controls relevant to the entity's
preparation of the financial report that gives a true and fair view 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 entity's internal controls. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the financial report.

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

Independence

In conducting our audit we have complied with the independence requirements of the Corporations Act
2001. We have given to the directors of the company a written Auditor’s Independence Declaration, a
copy of which is included in the Directors’ report.

A member firm of Ernst & Young Global Limited

Liability limited by a scheme approved under Professional Standards Legislation GL:DR:NOR:004



EY

Building a better
working world

Opinion
In our opinion:

a. the financial report of Norwood Systems Pty Ltd is in accordance with the Corporations Act 2001,
including:

i. giving a true and fair view of the company’s financial position as at 30 June 2013 and of its
performance for the year ended on that date; and

ii. complying with Australian Accounting Standards and the Corporations Regulations 2001; and

b. the financial report also complies with International Financial Reporting Standards as disclosed in
Note 2(a).

Emphasis of matter

Without qualifying our opinion, we draw attention to Note 2(b) in the financial report which describes the
principal conditions that raise doubt about the company’s ability to continue as a going concern. These
conditions indicate the existence of a material uncertainty that may cast significant doubt about the
company’s ability to continue as a going concern and therefore, the company may be unable to realise
its assets and discharge its liabilities in the normal course of business.

[’;AS(‘: & \/0“‘"3

Ernst & Young

G Lotter
Partner

Perth

6 March 2015
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