
 

 

 

 

18 August 2017 

 
James Rowe 
Manager, Listings Compliance (Perth) 
ASX Compliance Pty Ltd 
Level 40, Central Park 
152-158 St George's Terrace 
PERTH WA 6000 

Dear James: 

RESPONSE TO ASX QUERY 

 

I refer to your letter dated 10 August 2017 (received 5:56pm).  ZIP notes that as a result of 
the queries raised in this letter, ZIP will shortly release a revised version of the 
Announcement on the MAP (Revised Announcement). The Revised Announcement has 
been approved by the board of directors of ZIP.  

In answer to your specific questions I submit the following:  

 

1. Who drafted the Announcement?  

The Announcement was initially drafted by David Tasker, in accordance with his 
engagement with the Company.  Subsequent changes to the Announcement were made 
as a consequence of comments made by various members of the Board and the 
company secretary.  

2. Did the board of directors of ZIP approve the Announcement before it was released 
on MAP? If not, who approved the Announcement on behalf of ZIP?  

No.  Keaton Wallace approved the Announcement on behalf of ZIP.  

3. Does ZIP consider the Announcement, or any part thereof to be information that a 
reasonable person would expect to have a material effect on the price or value of 
its securities? If not, please explain the basis for that view.  

Yes, the board of ZIP believes the Announcement to be information that a reasonable 
person would expect to have a material effect on the price or value of its securities. 

4. The copy of the Agreement subsequently provided to ASX was undated but the 
electronic file with the Agreement is named “Convo Agreement executed 
040817.pdf”. Despite this date being included in the file name, we have been 
informed by ZIP’s company secretary that the Agreement was in fact executed on 5 
August 2017.  

Please explain why ZIP did not announce the signing of the Agreement 
immediately after it was executed on 5 August 2017 and instead delayed the 
Announcement until 4 days after the Agreement executed. 

The Agreement was countersigned and emailed to SDM at 5.28pm (WST) on Saturday, 5 
August 2017. ZIP notes that neither 5 August or 6 August (being Saturday and Sunday) 
were ASX trading days. 

It was the intention of the board of ZIP to lodge the Announcement prior to open on 
Monday 7 August however it was unable to do so as ZIP experienced significant delays 
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in obtaining the relevant approvals from SDM and associated parties as well as additional 
information needed to finalise and release the Announcement.  

5. Clause 3 of the Agreement provides for ZIP to assign all of its right title and 
interest in the Convo Platform to SDM. Please explain what right, title and interest 
ZIP had in the Convo Platform before signing the agreement and assigning that 
right, title and interest to SDM.  

At the time of signing the Agreement, ZIP was legally able to grant an assignment of its 
right, title and interest to the Convo Platform. These rights were obtained in conjunction 
with the further development work that SDM requires to be undertaken by ZIP on the 
Convo Platform and include certain parts of the Zipt technology which also form part of 
the Convo Platform. As you are aware, ZIP has agreed to provide the enhancements to 
the Convo Platform pursuant to the terms of the Agreement.  

ZIP would also like to clarify that there has been no disposal of any of its main business 
undertakings.  

The Agreement involves the development of certain technologies, being the Convo 
Platform and Convo Enhancements, using parts of the Zipt Core Components, and then 
the assignment of the Convo Platform and Convo Enhancements to SDM for the 
purposes of operating and developing the Convo App. ZIP will share revenue from the 
Convo App with SDM as provided for in the agreement. No assignment or transfer under 
the Convo Agreement prevents ZIP from using the Zipt Core Components. 

6. Please explain how the gross revenue and net revenue amounts referenced in the 
section of the Announcement headed “Key terms of agreement” will be calculated.  

As defined in the Agreement:  

“Gross revenue means the gross amount of revenue received by SDM from independent 
third parties in relation to the Convo App, less any goods and services or value added 
taxes paid by SDM and are separately identified on invoices”; and 

“Net revenue means Gross Revenue less any direct cost, namely all bank charges, 
transaction charges, brokerage fees, taxes and arm’s-length third party revenue shares”. 

7. Please explain the factors which ZIP believes give it had a reasonable basis for 
publishing the Prospective Revenue Forecasts in the Announcement?  

ZIP believes it had a reasonable basis for publishing the Prospective Revenue Forecasts 
for the following reasons:  

(a) the Prospective Revenue Forecasts were reasonable having regard to the material 
underlying assumptions, as described in more detail in paragraph 8 below;  

(b) based on its analysis and dealings with SDM, outlined further in the response to 
question 10 below, ZIP had no reason to doubt the veracity of the Prospective 
Revenue Forecasts; and 

(c) SDM made a commitment in the Agreement that in the first 3 years they would 
generate cumulative Gross Revenue of over £10m, expend at least £5m in marketing 
or obtain 1,000 active content publishers to the Convo App.  

8. To ZIP’s knowledge, what material assumptions have been made in relation to the 
Prospective Revenue Forecasts?  

(a) That the Convo App will be installed by up to 40 million users by the end of 2019; 

(b) That the Convo App will be installed by up to 95 million users by the end of 2022; 

(c) That SDM will spend up to £5 million in marketing and infrastructure in acquiring new 
users; 
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(d) That SDM will provide Convo with up to £10 million of media value to acquire new 
users; 

(e) To market to over 100 million people via social media followers of Gareth Bale and 
Virat Kohli to acquire new users; 

(f) To market to a minimum of 1,000 publishers giving Convo reach to acquire new users 
and obtain revenue over the 5-year period; 

(g) That the following pricing is used for advertising charges which are in line with 
industry averages: 

i. Charge of £0.05 per view for sale of branded content; 

ii. Charge of £0.01 per hit for advertisers; 

iii. Charge of £5,000 for targeted advertising campaigns;  

iv. Charge of £20 per unit of ecommerce/ merchandise sales; 

v. Charge of £1.99 per month per subscription to exclusive content; and 

vi. Charge of £180,000 for live events management;  

(h) That internet usage in India will continue to rise and that Indian users will continue to 
average 8 hours a day of internet use; 

(i) That the mobile data market will continue to grow as access increases – historical 
performance on a straight-line basis projects 300% growth in India and Nigeria 
between 2015-2020. (Sources: GSMA: The Mobile Economy - India 2016, Africa 
2016; The Mobile Data Connectivity Index; PWC Entertainment and media outlook: 
2015 – 2019 World Cellular Service, Ovum; https://www.smergers.com/industry-
watch/indian-advertising-industry; http://www.ibef.org/industry/advertising-marketing-
india); 

(j) That smartphone penetration will continue to increase in line with the fall in prices for 
smartphone handsets. Given that some smartphone handsets in these countries are 
now as low as US$30, ZIP believes this to be reasonable; 

(k) That mobile data prices will decrease from current levels in the target markets; 

(l) That the mobile advertising space will grow: 

i. As to Nigeria: by 2019 mobile advertising will account for 63% of advertising 
spend and be worth US$90m by 2019; (Source: PWC Entertainment and 
media outlook: 2015 – 2019 World Cellular Service, Ovum) 

ii. As to South Africa: mobile advertising will account for 34% of advertising 
spend and be worth US$140m by 2019; and (Source: PWC Entertainment 
and media outlook: 2015 – 2019 World Cellular Service, Ovum) 

iii. As to India: mobile advertising will account for 56% of advertising spend and 
be worth US$1.23b by 2019. (Source: https://dazeinfo.com/2015/04/09/digital-
mobile-internet-ad-spending-market-india-2015-2019-report) 

9. ASX notes the purported disclaimer by ZIP that the revenue forecast assumptions 
in the Announcement have not been made by ZIP or its advisers and that 
shareholders should not regard those forecasts as being made by ZIP. Please 
explain what enquiries ZIP make as to the reliability and reasonableness of the 
Prospective Revenue Forecasts before signing the Agreement and including the 
Prospective Revenue Forecasts with that disclaimer in the Announcement?  
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ZIP held numerous discussions with SDM regarding its plans and expectations for the 
Convo App and reviewed its forecast models, including the underlying assumptions 
referred to above, in addition to reviewing the Convo App presentation and other related 
materials. ZIP believed that based on this information, its dealings with SDM, the quality 
of the executives secured by SDM, and their previous operational and financial 
successes, the Prospective Revenue Forecasts are reasonable. ZipTel would not have 
contemplated entering into the agreement with SDM if it did not believe this to be the 
case.  

See also the response to question 10 below. 

10. If no enquiries were made as to the reliability and reasonableness of the 
Prospective Revenue Forecasts before ZIP signed the Agreement, please advise 
the basis for ZIP agreeing to transfer the IP rights to the Zipt core technology to 
SDM in return for royalty payments tied to an unverified net revenue amount?  

As set out above, the Company considered the reliability and reasonableness of the 
Prospective Revenue Forecasts before signing the Agreement.   

ZIP notes that negotiations concerning the potential transaction had been in progress for 
over 2 months, during which time a large amount of information was exchanged between 
the parties. As a result of these negotiations, ZIP was comfortable with the management 
and business of SDM, in particular the Convo App. 

See also response to Question 9 above.  

11. Noting that Q2 2017 has already passed, when is the Convo App scheduled to have 
its worldwide release?  

This was a typographical error and meant to read “Q4 2017”. 

12. Has the Convo App generated any revenue to date? If so, how much?  

No, the Convo App has not generated any revenue to date. 

13. Please provide details of the partnerships “Convo” has secured with the “world’s 
largest consumer brands” referenced in the Convo attachment to the 
Announcement and who has secured them.  

SDM has agreements with Virat Kohli and Gareth Bale to act as brand ambassadors and 
publishers for Convo. This means that Messrs Bale and Kohli must have an active 
publishing page on the app as well as allowing the creation/production of branded 
content campaigns and product placements within content on an ongoing basis to 
generate revenue for the company and have access to their social media followings.  

Both Messrs Kohli and Bale are also shareholders in Convo.  

In addition, SDM has an agreement with Be Seen Global Limited (Be Seen) whereby Be 
Seen has been engaged to procure brand relationships and partnerships for Convo with 
some of the leading brands around the world.  

It is intended that once secured by Be Seen, the brands will each have a publishing page 
on the Convo App and utilize the Convo Platform to produce branded content campaigns 
and make product placements within publisher’s content on an ongoing basis that will 
generate revenue for SDM. 

14. Which of the entities whose logo appears in the graphic next to the heading 
“Brand Partnership/Content” in the Convo attachment to the Announcement are 
parties to a partnership agreement?  

SDM has not signed a partnership agreement with any of these parties.  
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15. Please confirm that ZIP is in compliance with the Listing Rules, and in particular, 
Listing Rule 3.1.  

Confirmed. 

16. Please confirm that ZIP’s responses to the questions above have been authorised 
and approved in accordance with its published continuous disclosure policy or 
otherwise by its board or an officer of the Company with delegated authority from 
the board to respond to ASX on disclosure matters.  

Confirmed. 

 

Yours sincerely  
 
ZipTel Limited 
 
 
 
 
 
Derek Hall  
Company Secretary  
 
 
About ZipTel 
 
ZipTel is an Australian owned and operated telecommunications business focused on 
providing international roaming and calling solutions to consumers and businesses, using 
state of the art technologies developed and wholly owned by ZipTel Limited.  
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ASX Compliance Pty Limited 
ABN 26 087 780 489 

20 Bridge Street 
Sydney NSW 2000 

www.asx.com.au 
Customer service 13 12 79 

 

10 August 2017 

Derek Hall 
Company Secretary 
Ziptel Limited 

By Email: dhall@ziptel.com.au 

Dear Mr Hall 

Ziptel Limited (“ZIP”) 

ASX Limited (“ASX”) refers to the following: 

A. The announcement (“Announcement”) by ZIP released on ASX’s Market Announcement Platform 
(“MAP”) on 9 August 2017 titled “Ziptel signs landmark Revenue Share Agreement for Zipt IP” 
(“Agreement”). The Announcement included the following highlights: 

o ZipTel in agreement to integrate core Zipt IP into Convo App, in return for share of revenue for 
10 Years;  

o Forecast revenue of Convo App in first 5 years; 
o 2018 - £1.1 million  
o 2019 - £15.9 million  
o 2020 - £28.8 million  
o 2021 - £39.5 million  
o 2022 - £50.6 million  

(“Prospective Revenue Forecasts”) 

o Convo App is a content driven communication/social platform that has; 
o well credentialed executive and advisor team, headed by CEO Vishal Patel and former 

Facebook Chief Engineer Lars Rasmussen;  
o secured Virat Kohli (Indian and global cricket legend) and Gareth Bale (global soccer 

superstar) as shareholders and ambassadors;  
o a well-defined product suite and proven commercialisation model;  
o secured brand partnerships with some of the world’s largest consumer brands; and  
o secured +3,500 global publishers, enabling Convo App to deliver unique content directly to 

100’s of millions from launch  

o Worldwide Release Set for Q2 2017. 

The Announcement also included a statement that: 

Under the “Convo Platform Assignment, Licence and Development Agreement” Ziptel has transferred 
the IP rights to the Zipt core technology to SDM in return for Royalty payments equal to 10-20% of Net 
Revenue earned through sales and marketing of the Convo App. 

F
or

 p
er

so
na

l u
se

 o
nl

y



 

 

 

 

Page 2 of 6 

 

B. ZIP’s share price increase on 9 August 2017 from 2.9 cents to an intra-day high of 4.5 cents following 
the release of the Announcement. 

C. ASIC’s Regulatory Guide 170: Prospective financial information, in particular: 

a. RG 170.11 - We believe the general test of whether prospective financial information must be 
disclosed is whether it is: 

i. relevant to its audience; and 

ii. reliable (i.e. there must be a reasonable basis for it: see GIO Australia Holdings Ltd v. AMP 
Insurance Investment Holdings Pty Ltd (1998) 29 ACSR 584). 

b. RG 170.17 - The making of a statement that contains prospective financial information (i.e. a 
forward-looking statement) must have reasonable grounds or it will be taken to be misleading 
under s728(2) or 769C of the Corporations Act. What are ‘reasonable grounds’ should be 
determined objectively in light of all of the circumstances at the time of the statement, so that a 
reasonable person would view as reasonable the grounds for the statement. 

c. RG 170.18 - We consider that prospective financial information based on hypothetical 
assumptions (rather than reasonable grounds) is likely to be misleading and provide little 
information value to investors. In our view, prospective financial information without reasonable 
grounds is not material to investors, nor would an investor reasonably require it or reasonably 
expect to find it in a disclosure document or PDS.  

d. RG 170.41 - We generally consider that prospective financial information for a period of more 
than two years may require independent or objectively verifiable sources of information to 
establish that there are reasonable grounds to provide it. However, for an existing business 
preparing a statement on estimates for up to two years, we will generally not regard as necessary 
independent verification if there otherwise appear to be reasonable grounds to make the 
statement. Directors should state why they believe the information is objectively reasonable. We 
may still take action on a statement on estimates for up to two years if we believe there are no 
reasonable grounds to provide it.  

e. RG 170.42- The reasonable grounds requirement means that there should be a relevant factual 
foundation for the prospective financial information and that the information is not contrived: 
see George v. Rockett (1990) 170 CLR 104 and Re Aldred & Dept of the Treasury (1994) 35 ALD 
685.  

f. RG 170.50 - The general principles in this regulatory guide also apply to advertising because of 
the interaction of s769C and 1041H. [emphasis added] 

Section 769C states:  

For the purposes of this Chapter, or of a proceeding under this Chapter, if:  

(a) a person makes a representation with respect to any future matter (including the doing of, or 
refusing to do, any act); and  

(b) the person does not have reasonable grounds for making the representation; the representation 
is taken to be misleading.  

Section 1041H states:  
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A person must not, in this jurisdiction, engage in conduct, in relation to a financial product or a 
financial service, that is misleading or deceptive or is likely to mislead or deceive. 

g. RG 170.59 - Investors should be given enough information to enable them to:  

i. assess whether the prospective financial information is relevant and reliable (i.e. to form 
their own view about how reasonable the grounds are for making the statement); and  

ii. identify with certainty the facts and circumstances that support prospective financial 
information, as well as being able to demonstrate that the information is reasonable.  

h. RG 170.61 - A disclosure document or PDS must specifically disclose any assumptions used in 
compiling prospective financial information that materially affect the forecast outcome. The 
assumptions should be detailed and specific enough to enable the investor to work through all 
of the prospective financial information. This may require details about how returns are 
calculated during each year that the information covers. Among other things, assumptions about 
expenditures, revenues, inflation rates and other such variables should be clearly disclosed and 
highlighted if different assumptions have been used for different parts of the term that the 
prospective financial information covers.  

i. RG 170.62 Investors must be able to assess:  

i. the validity of the assumptions on which the prospective financial information is based;  

ii. the likelihood of the assumptions actually occurring; and  

iii. the effect on the prospective financial information if the assumptions vary.  

j. RG 170.63 - We expect a disclosure document or PDS to disclose material assumptions about: 

i. specific future economic conditions; and  

ii. particular circumstances affecting a company or financial product and the industries 
relevant to that company or financial product.  

k. RG 170.64 - Disclosure of the material assumptions allows an investor or adviser to make an 
informed assessment of an issuer’s prospects, or a person as a retail client to make an informed 
decision whether to acquire the product.  

l. RG 170.65 - An assessment of the impact of these assumptions on prospective financial 
information should also be included. However, a disclosure document or PDS does not have to:  

i. state general assumptions, such as the absence of war or natural disasters, unless the 
forecast takes these events into account; or  

ii. disclose assumptions that would not materially affect the prospective financial 
information.  

m. RG 170.66 - It is not sufficient to state the general nature of an assumption. Specific quantities 
or amounts should be set out. For example, it may not be sufficient to state that prospective 
financial information is based on an anticipated recovery in equity markets, without setting out 
the amount of the required recovery: see GIO Australia Holdings Ltd v. AMP Insurance Investment 
Holdings Pty Ltd (1998) 29 ACSR 584.  
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n. RG 170.67 - We consider that because the presence or absence of reasonable assumptions is a 
factor in any determination of whether an issuer has satisfied the relevant disclosure obligation, 
the basis for the assumptions underlying the prospective financial information should be stated 
in the disclosure document or PDS in order that an investor has some means of assessing that 
information: see Miba Pty Ltd v. Nescor Industries (1996) 141 ALR 525 and Wesfi Ltd v. Blend 
Investments Pty Ltd (1999) 31 ACSR 69.  

o. RG 170.68 - Disclosure of the basis for prospective financial information may reduce the capacity 
of the information to mislead because such disclosure assists the assessment/decision of an 
investor or retail client.  

p. RG 170.78 - Investors must be able to assess the reliability of prospective financial information. 
To do this, they should be able to assess whether the key assumptions are likely to occur. 
Therefore, a disclosure document or PDS must disclose material details about the enquiries and 
research undertaken and the process followed in preparing the information.  

A complete copy of the Regulatory Guide is available at: 

http://download.asic.gov.au/media/1240943/rg170-010411.pdf 

Request for Information 

Having regard to the use of the word “landmark” to describe the Agreement in the Announcement and the 
fact that ZIP lodged the Announcement on MAP, ASX infers that ZIP considers the Announcement to be 
information that a reasonable person would expect to have a material effect on the price or value of its 
securities. That position is confirmed by the increase in ZIP’s share price referenced in paragraph B above. 

That being so, ASX considers the Announcement to be defective in a number of respects and that it does not 
meet the requirements of the Listing Rules or the Corporations Act. 

In light of the above, please provide the following information: 

1. Who drafted the Announcement? 

2. Did the board of directors of ZIP approve the Announcement before it was released on MAP? If not, 
who approved the Announcement on behalf of ZIP? 

3. Does ZIP consider the Announcement, or any part thereof to be information that a reasonable person 
would expect to have a material effect on the price or value of its securities? If not, please explain the 
basis for that view. 

4. The copy of the Agreement subsequently provided to ASX was undated but the electronic file with the 
Agreement is named “Convo Agreement executed 040817.pdf”. Despite this date being included in the 
file name, we have been informed by ZIP’s company secretary that the Agreement was in fact executed 
on 5 August 2017. 

Please explain why ZIP did not announce the signing of the Agreement immediately after it was 
executed on 5 August 2017 and instead delayed the Announcement until 4 days after the Agreement 
executed. 

5. Clause 3 of the Agreement provides for ZIP to assign all of its right title and interest in the Convo 
Platform to SDM. Please explain what right, title and interest ZIP had in the Convo Platform before 
signing the agreement and assigning that right, title and interest to SDM. 
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6. Please explain how the gross revenue and net revenue amounts referenced in the section of the 
Announcement headed “Key terms of agreement” will be calculated. 

7. Please explain the factors which ZIP believes give it had a reasonable basis for publishing the 
Prospective Revenue Forecasts in the Announcement? 

8. To ZIP’s knowledge, what material assumptions have been made in relation to the Prospective 
Revenue Forecasts? 

9. ASX notes the purported disclaimer by ZIP that the revenue forecast assumptions in the 
Announcement have not been made by ZIP or its advisers and that shareholders should not regard 
those forecasts as being made by ZIP. Please explain what enquiries ZIP make as to the reliability and 
reasonableness of the Prospective Revenue Forecasts before signing the Agreement and including the 
Prospective Revenue Forecasts with that disclaimer in the Announcement? 

10. If no enquiries were made as to the reliability and reasonableness of the Prospective Revenue 
Forecasts before ZIP signed the Agreement, please advise the basis for ZIP agreeing to transfer the IP 
rights to the Zipt core technology to SDM in return for royalty payments tied to an unverified net 
revenue amount? 

11. Noting that Q2 2017 has already passed, when is the Convo App scheduled to have its worldwide 
release? 

12. Has the Convo App generated any revenue to date? If so, how much? 

13. Please provide details of the partnerships “Convo” has secured with the “world’s largest consumer 
brands” referenced in the Convo attachment to the Announcement and who has secured them. 

14. Which of the entities whose logo appears in the graphic next to the heading “Brand 
Partnership/Content” in the Convo attachment to the Announcement are parties to a partnership 
agreement? 

15. Please confirm that ZIP is in compliance with the Listing Rules, and in particular, Listing Rule 3.1. 

16. Pease confirm that ZIP’s responses to the questions above have been authorised and approved in 
accordance with its published continuous disclosure policy or otherwise by its board or an officer of 
the Company with delegated authority from the board to respond to ASX on disclosure matters. 

Once ASX has received and analysed the information above, it is likely to make further enquiries of ZIP. 

In providing the information above, ASX would remind you that an officer or employee of a listed entity who 
gives, or authorises or permits the giving of, materially false or misleading information to ASX: 

 knowingly, breaches section 1309(1) of the Corporations Act, which is a criminal offence punishable 
by a fine of up to 200 penalty units and/or imprisonment for up to 5 years; or 

 without taking reasonable steps to ensure that the information was not false or misleading, breaches 
section 1309(2) of the Corporations Act, which is a criminal offence punishable by a fine of up to 
100 penalty units and/or imprisonment for up to 2 years. 

When and where to send your response 

This request is made under, and in accordance with, Listing Rule 18.7. Your response is required as soon as 
reasonably possible and, in any event, by not later than 7.00 a.m. WST on Wednesday, 16 August 2017.  
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You should note that if the information requested by this letter is information required to be given to ASX 
under Listing Rule 3.1 and it does not fall within the exceptions mentioned in Listing Rule 3.1A, ZIP’s 
obligation is to disclose the information “immediately”. This may require the information to be disclosed 
before the deadline set out in the previous paragraph. 

ASX reserves the right to release a copy of this letter and your response on the ASX Market Announcements 
Platform under Listing Rule 18.7A. Accordingly, your response should be in a form suitable for release to the 
market. 

Your response should be sent to me by e-mail at james.rowe@asx.com.au. It should not be sent directly to 
the ASX Market Announcements Office. This is to allow me to review your response to confirm that it is in a 
form appropriate for release to the market, before it is published on the ASX Market Announcements 
Platform. 

Listing Rule 3.1 

Listing Rule 3.1 requires a listed entity to give ASX immediately any information concerning it that a 
reasonable person would expect to have a material effect on the price or value of the entity’s securities. 
Exceptions to this requirement are set out in Listing Rule 3.1A. 

In responding to this letter, you should have regard to ZIP’s obligations under Listing Rules 3.1 and 3.1A and 
also to Guidance Note 8 Continuous Disclosure: Listing Rules 3.1 – 3.1B. 

It should be noted that ZIP’s obligation to disclose information under Listing Rule 3.1 is not confined to, nor 
is it necessarily satisfied by, answering the questions set out in this letter. 

If you have any queries or concerns about any of the above, please contact me immediately. 

Yours sincerely 

[sent electronically without signature 

James Rowe 

Manager, Listings Compliance (Perth) 
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