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APPENDIX 4E (RULE 4.3A) 
Preliminary final report for the year ended 30 June 2022 
 
Company details  
Name of entity:  Netlinkz Limited 
ABN:    55 141 509 426 
Reporting period: For the year ended 30 June 2022 
Previous period: For the year ended 30 June 2021 
 
Results for announcement to the market 
(All comparisons to year ended 30 June 2021) 

 

Earnings per share 

 

 
Net tangible assets per security 

 
 
Control gained or lost over entities in the year 
On the 29 June 2022 the Company acquired a 100% interest in Southcloud Holdings Pty Limited and its wholly owned 
subsidiary Southcloud Pty Ltd, an Australian regional internet service provider (ISP). 

 
Dividends 
Current period 
There were no dividends paid, recommended or declared during the current financial period. 
 
Previous period 
There were no dividends paid, recommended or declared during the previous financial period. 

 
Dividend reinvestment plan 
Not applicable. 
 

Dividends per security 
Not applicable. 

 
Details of associates and joint venture entities 
The Company does not have any associates or joint venture entities. Refer to Note 21 Interests in material subsidiaries 
for further information. 
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Foreign entity accounting standards 
The Company compiled the consolidated financial information in accordance with International Financial Reporting 
Standards for all foreign entities. 

 
Audit 
The financial information provided in this Appendix 4E is based on accounts which are in the process of being audited. 
 
It is not considered likely any audit modification will arise. 
 
These financial statements have been prepared on a going concern basis, which contemplates the continuity of normal 
business activities and the realisation of assets and settlement of liabilities in the normal course of business. 
 
Attachments 
The preliminary final report of Netlinkz Limited for the year 30 June 2022 is attached. 

 
Commentary on results 
Virtual Secure Network (VSN) company Netlinkz Limited (“Netlinkz” or the “Company) (ASX: NET) is pleased to provide its 
Appendix 4E Preliminary Financial Report (unaudited) for the financial year ended 30 June 2022, together with the following 
commentary.  

Netlinkz is pleased to report continued revenue growth for the financial year ended 30 June 2022 and strengthening of the 
operational capability of the business. 

 
HIGHLIGHTS 

• Total revenue from customers of $15.7m (2021: $14.4m), up 9% on prior year and 22.5% up on prior year excluding 
hardware sales 

• Funding facilities in place to enable acceleration of growth, $10m unsecured loan on 9 May 2022 and post year end a 
$20.5m equity placement facility    

• Net assets of $17.4m (2021: $21.4m) and $2.7m in cash, with no drawing on facilities at year end 
• The creation of product bundles is focused on assisting enterprises in cloud network security and congestion, securing 

surveillance (CCTV) networks and enabling cloud based IOT infrastructure projects (water and solar)    
• Strong marketing and sales team is now in place focused on scalable recurring contracted revenue 
• Regional expansion continuing with the establishment of a Company and office in Pakistan, and the Qatar legal JV 

close to finalisation which will allow for the establishment of an Innovation Lab in Qatar in the second quarter of the 
financial year 

• The net loss of $7m a significant improvement on the prior year loss of $23.8m 
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Revenue 
Revenue for the year grew by 9% over the prior year to $15.7m (2021: $14.4m). The last three financial years highlight 
the pivot the Company made in the creation and development of VSN in July 2019. Whilst revenue growth was 
disappointingly low (2022 v 2021 due to the zero COVID policy in China) the revenue shift from hardware to software 
sales continued at a strong rate.     

China revenue grew by 5% to $12.4m (2021: $11.9m) but increased by ~21% when prior year hardware sales are 
removed. Rolling shutdowns in the major cities of Beijing and Shanghai, where the Company has its operations, 
weighed on the shift to product sales. The Company is the process establishing a key partnership in China to allow the 
sale of the VSN to telecommunications providers in China.      

Revenue for the ROW grew modestly by 5% to $2.7m given delays in finalising the product bundles and the hiring of 
key product, sales and marketing executives. The development of new product bundles, for the acquired Southcloud 
business, the MENA venture and South East Asia with LNS should position well for accelerated growth in FY 2023. 

Initiatives & Growth 
Netlinkz is perfectly positioned to fully leverage the strong secular growth in stand-alone 5G Enterprise networks that 
support an increasingly mobile workplace tethered to Cloud Services utilizing among other things SD-WAN, SASE and 
Zero Trust.  Netlinkz' array of network services and software allow it to be in the middle of the critical path of offerings 
that enhance enterprise network performance whilst providing the ultimate in security. Furthermore, Netlinkz' global 
reach and in particular its strong foothold in China provides it with scale and scope to drive robust growth.   

Product Delivery 

VSN 2.4 was completed during the financial year and the Global VSN network commenced with OV Cloud roll-out 
complete in Sydney, Singapore, Hong Kong and Europe. This is additional to the existing cloud based network in China 
and the USA which were established in 2020.  

The VSN is a software-based technology that creates private invisible networks over the internet, focused on 
performance and security. VSN enables enterprise to transition to cloud and have a network of users and/or devices 
that are mobile. In other words, there is no fixed location.  Allowing a workforce to operate off a single encrypted 
network from multiple locations. 

Key features include:  

• Interoperability, VSN is not disruptive to an enterprise’s existing network  
• Cloud based  
• Subscription based  
• Encrypted  
• Mobile application based software  
• 3G/4G/5G  

 

As a result of VSN 2.4 the Company has launched new product bundles:  

• Express. A low-cost VSN client deployed on workstations and mobile devices that directly inter-connects users’ 
devices using the Netlinkz performant, encrypted global NaaS. 

• ExpressPlus. VSN realises virtual private cloud inter-connectivity and user-to-cloud communications at a 
cheaper price but with the same level of security and network performance as any public cloud provider’s 
network offering. 

• ExpressPass. Using VSN, the user establishes a secure, encrypted, and highly performant connection to 
offshore networks for inter-office communications and to reach publicly hosted (Internet) services. 

• CCTV Protect. VSN secures connections from cameras to centralized network video recorders using the 
highest level of commercially available encryption. 

• eCommerce. Netlinkz website development in progress with ecommerce to allow the VSN product range to be 
purchased online and in scale across all key markets (Q2 launch). 
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These product bundles will be sold through the distribution and partner channels the company has established 
over the last eighteen months in key markets including:  

• China  
• MENA  
• South East Asia  
• Northwest Asia  
• Australia  
• Europe and UK  

 

MENA (Middle East North Africa) 

The Company continued during the year to develop its new partnership opportunities. The establishment of a 
legal entity in Qatar is close to finalisation and will enable the Company to build the business based on its Joint 
Venture Agreement with Al Rabban International, Qatar.   

In late FY 2022 the Company executed an agreement with Empact Consulting, Bahrain, who are now tendering 
for government projects in MENA, and selling the VSN to corporate enterprises. Additionally, Empact will provide 
support services for the VSN product bundles.  

The establishment of an Innovation Lab in Doha, Qatar will be completed by the end of the second quarter of the 
current financial year. Doha will evolve as the hub for the Company and the VSN product bundles.  

Australia 

The acquisition of SouthCloud (29 June 2022) is the first sales channel to be established for the VSN product 
bundles (see www.southcloud.online/friends-family). SouthCloud is a telecommunications provider servicing rural 
customers across the country. Netlinkz will underpin the SouthCloud backbone in network security and improved 
data transmission, as well as the deployment of secure networking services to SouthCloud’s customers. This is 
an exciting development for Netlinkz as it establishes a large-scale telecommunications use-case for the VSN. 

Over the current financial year, the Company expects to have established more channels to more focus on small 
to medium enterprises that need a secure cloud-based network over the internet.  

SSI will continue to grow its revenue base from surveillance activity and contract maintenance growth, in addition, 
to VSN product bundle sales.    

The Company has started a process of establishing a research partnership with a cybersecurity unit with an 
Australian university and a government agency.  

China 

The Company is continuing to develop its capability in China to deliver the VSN product bundles to the existing 
distribution channels. Whilst the rolling lockdowns (as a result of China’s zero COVD tolerance) slowed sales 
growth the Company expects sales to pick up again with an improved profit margin as the business continues to 
transition. 

With the VSN product bundles the company will expand its reseller network to include partners that are focused 
on tier one and tier two telecommunications providers in the mainland and Hong Kong.  

Key partnership channels will transition to VSN product bundles over the next 12 months.  

The Company has over 180 employees and contractors in China which provides the platform to expand the VSN 
product bundles and provide the product support function for China.  

South-East Asia  

LNS has agreed pricing for the VSN product bundles. We expect sales to start in the second quarter of the current 
financial year in Malaysia.  

North Western Asia 

Netlinkz established an office and a corporate entity in Pakistan to develop business in North Western Asia. The 
Company is finalising a demonstration lab in Islamabad as part of the go to market.  
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Europe.  

As a result of limited resources and the demands outside of Europe the Company delayed its go to market with 
UniSystems until the last quarter of the current financial year. The VSN product bundles were developed as part 
the collaboration work undertaken with UniSystems over the last 15 months.  

Funding  
The Company completed the year with $2.7m in the bank. 

With a number of significant distribution and sales opportunities in FY 2023, the Company took steps late in the 
financial year to put in place appropriate financing facilities. 

A Director has provided a $10m unsecured loan facility (undrawn at year end) at an interest rate of 6.8% as 
adjusted by increases in the Reserve bank cash rate post 9 May 2022. 

In addition, the Company executed a $20.5m equity placement facility, available for a period of 3 years, providing 
the Company with flexible funding over an extended period.  

The Company is not precluded from raising capital through traditional placement, rights issue or share purchase 
plan, however, the Company will optimise its funding needs minimising dilution of its shareholders, whilst 
accessing valuable capital to fund its distribution strategies to generate revenue growth.  

Building the team 
To accelerate the growth of the business, the Company has made a number of key appointments during and 
subsequent to year end. 

Richard Valente  

Richard Valente is the Chief Revenue Officer for Netlinkz. He joined Netlinkz in June 2022 after a successful 
history of leading technology and cloud-based businesses. Prior to joining Netlinkz, Richard was the Senior Vice 
President at Intrado, leading an $800m digital cloud services portfolio before being a full-time consultant for a pre-
IPO global digital media market leader. Richard has also been working with Indigenous owned organisations for 
over 10 years and providing business consultancy services.  During his career, he has had the opportunity to live 
and work in Tokyo, Singapore and Chicago. Richard has had success scaling growth businesses through building 
sustainable global partner sales networks and programmatic sales organisations. 

Gavin Shipman 

Gavin has recently joined Netlinkz as the Head of Sales. With more than 15 years of experience working in the 
Unified Communications & General IT industry, Gavin has been in various sales leadership roles, responsible for 
building sales teams and operational efficiencies for some of the largest UCaaS providers and new businesses 
entering the ANZ/APAC market. 

In 2020, Gavin embarked on a new venture, acquiring V Logic Pty Ltd in January 2020, a specialist UCaaS 
provider. Throughout the global pandemic, V Logic realised double-digit growth in both customer and revenue, 
ultimately leading to the complete acquisition by Vytec Pty Ltd in 2021. 

Alessandro Zucchini 

Alessandro has 18 years’ experience in IT and technology infrastructure. Alessandro joined Netlinkz in January 
2022 to as Product Line Manager and Pre-Sales Specialist. Prior to Netlinkz Alessandro spent 6 ½ years at NTT 
Ltd. (ex-Dimension Data), with a  focus on Software-Defined (SD) technologies applied to networking, and 
specifically to both the wider network areas (campus and WAN) and datacentre.  
 
Alessandro received the NTT global award, recognising him as one of the top technical people across NTT Ltd. 
globally for two years in a row. Prior to NTT Ltd., Alessandro managed a team of 12 senior engineers specialised 
in network, voice, and security for 5 years, overseeing operational maintenance of a network and security 
infrastructure based on 400+ core devices providing services to 9000+ WAN branches, making the TabCorp (ex-
Tatts Group) network the second biggest network infrastructure in South-East Asia for total number of network 
and security devices. 
Other 

The company is the final stages of appointing a COO to manage the global operations and ensure execution of 
its revenue initiatives in the various jurisdictions.   
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The Result 
The loss for the year of ~$7m includes non-cash share based payments of $1.4m and non-cash depreciation and 
amortisation of $1m, giving a “cash loss” of approximately $4.6m.  

The Company has again this year invested in product development and packaging along with the establishment 
of global operations which should position it well in FY2023. Each VSN product bundle can be sold globally rather 
than a local market only.  

Comment  
James Tsiolis added: “The 2022 financial year has continued to focus on investing for future sales and revenue 
growth. Significant resources have been applied during the year to create a product bundle that can be sold to 
any company anywhere in the world. We have established a global footprint with key partners that will sell the 
product across markets.  

Our team is focused on building a recurring subscription revenue business with global clients.” 

 

 

 

James Tsiolis | CEO & Managing Director | E: jtsiolis@netlinkz.com | P: + 61 (2) 9329 9700  

 
James Tsiolis 
Director 

Dated this 31 day of August 2022. 
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The above Consolidated Statement of Profit or Loss and Other Comprehensive Income should be read in conjunction with the accompanying notes
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                                         The above Consolidated Statement of Financial Position should be read in conjunction with the accompanying notes.
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The above Consolidated Statement of Changes in Equity should be read in conjunction with the accompanying note
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES 

General information 
The financial statements cover Netlinkz Limited as a consolidated entity consisting of Netlinkz Limited and the entities it 
controlled at the end of, or during, the year. The financial statements are presented in Australian dollars, which is Netlinkz 
Limited's functional and presentation currency. 

Netlinkz Limited (ASX:NET) is a listed public company limited by shares, incorporated and domiciled in Australia. 

Basis of preparation 
 
These preliminary financial statements have been prepared in accordance with Australian Accounting Standards and 
Interpretations issued by the Australian Accounting Standards Board ('AASB') and the Corporations Act 2001, as 
appropriate for for-profit oriented entities. These financial statements also comply with International Financial Reporting 
Standards as issued by the International Accounting Standards Board ('IASB'). 
  
Historical cost convention 
The financial statements have been prepared under the historical cost basis, except for certain financial assets and liabilities 
measured at fair value. 
 
Critical accounting estimates 
The preparation of the financial statements requires the use of certain critical accounting estimates. It also requires 
management to exercise its judgement in the process of applying the consolidated entity's accounting policies. The areas 
involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the 
financial statements, are disclosed in Note 2. 

Going concern 
These financial statements have been prepared on a going concern basis, which contemplates the continuity of normal 
business activities and the realisation of assets and settlement of liabilities in the normal course of business. 

Parent entity information 
In accordance with the Corporations Act 2001, these financial statements present the results of the consolidated entity only.  
 
Principles of consolidation 
The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Netlinkz Limited ('company' 
or 'parent entity') as at 30 June 2022 and the results of all subsidiaries for the year then ended. Netlinkz Limited and its 
subsidiaries together are referred to in these financial statements as the 'consolidated entity'. 
  
Subsidiaries are all those entities over which the consolidated entity has control. The consolidated entity controls an entity 
when the consolidated entity is exposed to, or has rights to, variable returns from its involvement with the entity and has 
the ability to affect those returns through its power to direct the activities of the entity. Subsidiaries are fully consolidated 
from the date on which control is transferred to the consolidated entity. They are de-consolidated from the date that control 
ceases. 
  
Intercompany transactions, balances and unrealised gains on transactions between entities in the consolidated entity are 
eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of the impairment of the asset 
transferred. Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies 
adopted by the consolidated entity. 
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Foreign currency translation 
The financial statements are presented in Australian dollars, which is Netlinkz Limited's functional and presentation 
currency. 
 
Foreign currency transactions 
Foreign currency transactions are translated into Australian dollars using the exchange rates prevailing at the dates of the 
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation 
at financial year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in 
profit or loss. 
  
Foreign operations 
The assets and liabilities of foreign operations are translated into Australian dollars using the exchange rates at the reporting 
date. The revenues and expenses of foreign operations are translated into Australian dollars using the average exchange 
rates, which approximate the rates at the dates of the transactions, for the period. All resulting foreign exchange differences 
are recognised in other comprehensive income through the foreign currency reserve in equity. 
 
Income tax 
The income tax expense or benefit for the period is the tax payable on that period's taxable income based on the applicable 
income tax rate for each jurisdiction, adjusted by the changes in deferred tax assets and liabilities attributable to temporary 
differences, unused tax losses and the adjustment recognised for prior periods, where applicable. 
  
Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to be applied when 
the assets are recovered or liabilities are settled, based on those tax rates that are enacted or substantively enacted, except 
for: 
• When the deferred income tax asset or liability arises from the initial recognition of goodwill or an asset or liability in a 

transaction that is not a business combination and that, at the time of the transaction, affects neither the accounting nor 
taxable profits; or 

• When the taxable temporary difference is associated with interests in subsidiaries, associates or joint ventures, and the 
timing of the reversal can be controlled and it is probable that the temporary difference will not reverse in the foreseeable 
future. 

  
Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that 
future taxable amounts will be available to utilise those temporary differences and losses. 
  
The carrying amount of recognised and unrecognised deferred tax assets are reviewed at each reporting date. Deferred 
tax assets recognised are reduced to the extent that it is no longer probable that future taxable profits will be available for 
the carrying amount to be recovered. Previously unrecognised deferred tax assets are recognised to the extent that it is 
probable that there are future taxable profits available to recover the asset. 
  
Deferred tax assets and liabilities are offset only where there is a legally enforceable right to offset current tax assets against 
current tax liabilities and deferred tax assets against deferred tax liabilities; and they relate to the same taxable authority 
on either the same taxable entity or different taxable entities which intend to settle simultaneously. 
Netlinkz Limited (the 'head entity') and its wholly-owned Australian subsidiaries have formed an income tax consolidated 
group under the tax consolidation regime.  
The head entity and each subsidiary in the tax consolidated group continue to account for their own current and deferred 
tax amounts. The tax consolidated group has applied the 'separate taxpayer within group' approach in determining the 
appropriate amount of taxes to allocate to members of the tax consolidated group. 
  
In addition to its own current and deferred tax amounts, the head entity also recognises the current tax liabilities (or assets) 
and the deferred tax assets arising from unused tax losses and unused tax credits assumed from each subsidiary in the tax 
consolidated group. 
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Current and non-current classification 
Assets and liabilities are presented in the statement of financial position based on current and non-current classification. 
  
An asset is classified as current when: it is either expected to be realised or intended to be sold or consumed in normal 
operating cycle; it is held primarily for the purpose of trading; it is expected to be realised within 12 months after the reporting 
period; or the asset is cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least 
12 months after the reporting period. All other assets are classified as non-current. 
  
A liability is classified as current when: it is either expected to be settled in normal operating cycle; it is held primarily for the 
purpose of trading; it is due to be settled within 12 months after the reporting period; or there is no unconditional right to 
defer the settlement of the liability for at least 12 months after the reporting period. All other liabilities are classified as non-
current.  
  
Deferred tax assets and liabilities are always classified as non-current. 
 
Cash and cash equivalents 
Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions, other short-term, highly 
liquid investments with original maturities of three months or less that are readily convertible to known amounts of cash and 
which are subject to an insignificant risk of changes in value.  
 
For the statement of cash flows presentation purposes, cash and cash equivalents also includes bank overdrafts, which 
are shown within borrowings in current liabilities on the statement of financial position. 
 
Trade and other receivables 
The Group makes use of the simplified approach in accounting for trade and other receivables and records the loss 
allowance at the amount equal to the expected lifetime credit losses. The Group uses its historical experience, external 
indicators and forward looking information to calculate the expected credit losses using a provision matrix.  
 
Other receivables are recognised at amortised cost, less any allowance for expected credit losses. 
 
Property, plant and equipment 
Plant and equipment is stated at historical cost less accumulated depreciation and impairment. Historical cost includes 
expenditure that is directly attributable to the acquisition of the items. The residual values, useful lives and depreciation 
methods are reviewed, and adjusted if appropriate, at each reporting date. 
  
Depreciation is calculated on a diminishing value basis to write off the net cost of each item of property, plant and equipment 
(excluding land) over their expected useful lives as follows: 
  
Plant and equipment  2-7 years 
 
Operating segments 
Operating segments are presented using the 'management approach', where the information presented is on the same 
basis as the internal reports provided to the Chief Operating Decision Makers ('CODM'). The CODM is responsible for the 
allocation of resources to operating segments and assessing their performance. 
 
Revenue recognition 
The consolidated entity recognises revenue as follows: 

Software, service and licensing revenue 
The Group generates revenue from the sale, licensing and support of network security solutions.  Software and support is 
sold both directly to large customers and via partners/resellers. Customers enter either monthly, quarterly or annual 
licensing arrangements and revenue is recognised over the corresponding license/support period. The Group recognises 
revenue from resellers at the point where it is highly probable that a significant reversal in the amount of revenue recognised 
will not occur.  Some customer sites are deployed on network appliances that are invoiced up-front. Resellers are typically 
responsible for level 1 and 2 technical support of the solution, in addition to updates and maintenance as per the licensing.  
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Consulting, design and implementation services 
The Group provides secure networking consulting, design and implementation services to its resellers, partners and 
customers. Revenue from providing these services and associated hardware is recognised in the accounting period in 
which the services are rendered. 

Revenue from contracts with customers 
Revenue is recognised at an amount that reflects the consideration to which the consolidated entity is expected to be 
entitled in exchange for transferring goods or services to a customer. For each contract with a customer, the consolidated 
entity: identifies the contract with a customer; identifies the performance obligations in the contract; determines the 
transaction price which takes into account estimates of variable consideration and the time value of money; allocates the 
transaction price to the separate performance obligations on the basis of the relative stand-alone selling price of each 
distinct good or service to be delivered; and recognises revenue when or as each performance obligation is satisfied in a 
manner that depicts the transfer to the customer of the goods or services promised. 

Rendering of services 
Revenue from a contract to provide services is recognised over time as the services are rendered based on either a fixed 
price or an hourly rate. 
 
Interest 
Interest revenue is recognised as interest accrues using the effective interest method. This is a method of calculating the 
amortised cost of a financial asset and allocating the interest income over the relevant period using the effective interest 
rate, which is the rate that exactly discounts estimated future cash receipts through the expected life of the financial asset 
to the net carrying amount of the financial asset. 
 
Grant revenue 
Grants are recognised at their fair value where there is a reasonable assurance that the grant will be received and all 
attached conditions will be complied with. 
  
Contract assets and liabilities 
Contract assets and contract liabilities refer to what is commonly known as ‘unbilled or accrued revenue’ and ‘deferred 
revenue’. Contract assets represent receivables in respect of the Group’s right to consideration when that right is condition 
on something other than the passage of time (for example, the entity’s future performance). Contract liabilities arise where 
payment is received prior to work being performed. Contract assets and contract liabilities are recognised and measured in 
accordance with this accounting policy. 
 
 
Investments and other financial assets 
Investments and other financial assets are initially measured at fair value. Transaction costs are included as part of the 
initial measurement, except for financial assets at fair value through profit or loss. Such assets are subsequently measured 
at either amortised cost or fair value depending on their classification. Classification is determined based on both the 
business model within which such assets are held and the contractual cash flow characteristics of the financial asset unless 
an accounting mismatch is being avoided. 
 
Financial assets are derecognised when the rights to receive cash flows have expired or have been transferred and the 
consolidated entity has transferred substantially all the risks and rewards of ownership. When there is no reasonable 
expectation of recovering part or all of a financial asset, its carrying value is written off. 
 
Financial assets at fair value through profit or loss 
Financial assets not measured at amortised cost or at fair value through other comprehensive income are classified as 
financial assets at fair value through profit or loss. Typically, such financial assets will be either: (i) held for trading, where 
they are acquired for the purpose of selling in the short-term with an intention of making a profit, or a derivative; or (ii) 
designated as such upon initial recognition where permitted. Fair value movements are recognised in profit or loss. 
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Financial assets at fair value through other comprehensive income 
Financial assets at fair value through other comprehensive income include equity investments which the consolidated entity 
intends to hold for the foreseeable future and has irrevocably elected to classify them as such upon initial recognition. 
 
Impairment of financial assets 
The consolidated entity recognises a loss allowance for expected credit losses on financial assets which are either 
measured at amortised cost or fair value through other comprehensive income. The measurement of the loss allowance 
depends upon the consolidated entity's assessment at the end of each reporting period as to whether the financial 
instrument's credit risk has increased significantly since initial recognition, based on reasonable and supportable information 
that is available, without undue cost or effort to obtain. 
Where there has not been a significant increase in exposure to credit risk since initial recognition, a 12-month expected 
credit loss allowance is estimated. This represents a portion of the asset's lifetime expected credit losses that is attributable 
to a default event that is possible within the next 12 months. Where a financial asset has become credit impaired or where 
it is determined that credit risk has increased significantly, the loss allowance is based on the asset's lifetime expected 
credit losses. The amount of expected credit loss recognised is measured on the basis of the probability weighted present 
value of anticipated cash shortfalls over the life of the instrument discounted at the original effective interest rate. 
 
For financial assets mandatorily measured at fair value through other comprehensive income, the loss allowance is 
recognised in other comprehensive income with a corresponding expense through profit or loss. In all other cases, the loss 
allowance reduces the asset's carrying value with a corresponding expense through profit or loss. 
 
Right-of-use assets 
A right-of-use asset is recognised at the commencement date of a lease. The right-of-use asset is measured at cost, which 
comprises the initial amount of the lease liability, adjusted for, as applicable, any lease payments made at or before the 
commencement date net of any lease incentives received, any initial direct costs incurred, and, except where included in 
the cost of inventories, an estimate of costs expected to be incurred for dismantling and removing the underlying asset, and 
restoring the site or asset. 
 
Right-of-use assets are depreciated on a straight-line basis over the unexpired period of the lease or the estimated useful 
life of the asset, whichever is the shorter. Where the consolidated entity expects to obtain ownership of the leased asset at 
the end of the lease term, the depreciation is over its estimated useful life. Right-of use assets are subject to impairment or 
adjusted for any remeasurement of lease liabilities. 
 
The consolidated entity has elected not to recognise a right-of-use asset and corresponding lease liability for short-term 
leases with terms of 12 months or less and leases of low-value assets. Lease payments on these assets are expensed to 
profit or loss as incurred. 
 
Intangible assets 
Intangible assets acquired as part of a business combination, other than goodwill, are initially measured at their fair value 
at the date of the acquisition. Intangible assets acquired separately are initially recognised at cost. Indefinite life intangible 
assets are not amortised and are subsequently measured at cost less any impairment. Finite life intangible assets are 
subsequently measured at cost less amortisation and any impairment. The gains or losses recognised in profit or loss 
arising from the derecognition of intangible assets are measured as the difference between net disposal proceeds and the 
carrying amount of the intangible asset. The amortisation method and useful lives of finite life intangible assets are reviewed 
annually. Changes in the expected pattern of consumption or useful life are accounted for prospectively by changing the 
amortisation method or period.  
 
Goodwill 
Goodwill arises on the acquisition of a business. Goodwill is not amortised. Instead, goodwill is tested annually for 
impairment, or more frequently if events or changes in circumstances indicate that it might be impaired, and is carried at 
cost less accumulated impairment losses. Impairment losses on goodwill are taken to profit or loss and are not subsequently 
reversed. 
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Research and development 
Research costs are expensed in the period in which they are incurred. Development costs are capitalised when it is probable 
that the project will be a success considering its commercial and technical feasibility; the consolidated entity is able to use 
or sell the asset; the consolidated entity has sufficient resources and intent to complete the development; and its costs can 
be measured reliably. Capitalised development costs are amortised on a straight-line basis over the period of their expected 
benefit, being their finite life of 5 years. 
 
Patents and trademarks 
Significant costs associated with patents and trademarks are deferred and amortised on a straight-line basis over the period 
of their expected benefit, being their finite life of 10 years. 
 
Customer contracts 
Customer contracts acquired in a business combination are amortised on a straight-line basis over the period of their 
expected benefit, being their finite life of 7.5 years. 
 
Software 
Significant costs associated with software are deferred and amortised on a straight-line basis over the period of their 
expected benefit, being their finite life of 5 years. 
 
Impairment of non-financial assets 
Goodwill and other intangible assets that have an indefinite useful life are not subject to amortisation and are tested annually 
for impairment, or more frequently if events or changes in circumstances indicate that they might be impaired. Other non-
financial assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying 
amount may not be recoverable. An impairment loss is recognised for the amount by which the asset's carrying amount 
exceeds its recoverable amount. 
 
Recoverable amount is the higher of an asset's fair value less costs of disposal and value-in-use. The value-in-use is the 
present value of the estimated future cash flows relating to the asset using a pre-tax discount rate specific to the asset or 
cash-generating unit to which the asset belongs. Assets that do not have independent cash flows are grouped together to 
form a cash-generating unit. 
 
Trade and other payables 
These amounts represent liabilities for goods and services provided to the consolidated entity prior to the end of the financial 
year and which are unpaid. Due to their short-term nature they are measured at cost and are not discounted. The amounts 
are unsecured and are usually paid within 30 days of recognition. 
 
Borrowings 
Loans and borrowings are initially recognised at the fair value of the consideration received, net of transaction costs. They 
are subsequently measured at amortised cost using the effective interest method. 
 
The component of the convertible notes that exhibits characteristics of a liability is recognised as a liability in the statement 
of financial position, net of transaction costs. 
 
On the issue of the convertible notes the fair value of the liability component is determined using a market rate for an 
equivalent non-convertible bond and this amount is carried as a non-current liability on basis of fair value until extinguished 
on conversion or redemption. The increase in the liability due to the passage of time is recognised as a finance cost. The 
remainder of the proceeds are allocated to the conversion option that is recognised and included in shareholders equity as 
a convertible note reserve, net of transaction costs. The carrying amount of the conversion option is not remeasured in the 
subsequent years. The corresponding interest on convertible notes and gain/loss on fair value are expensed to profit or 
loss. 
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Lease liabilities 
A lease liability is recognised at the commencement date of a lease. The lease liability is initially recognised at the present 
value of the lease payments to be made over the term of the lease, discounted using the interest rate implicit in the lease 
or, if that rate cannot be readily determined, the consolidated entity's incremental borrowing rate. Lease payments comprise 
of fixed payments less any lease incentives receivable, variable lease payments that depend on an index or a rate, amounts 
expected to be paid under residual value guarantees, exercise price of a purchase option when the exercise of the option 
is reasonably certain to occur, and any anticipated termination penalties. The variable lease payments that do not depend 
on an index or a rate are expensed in the period in which they are incurred. 
 
Lease liabilities are measured at amortised cost using the effective interest method. The carrying amounts are remeasured 
if there is a change in the following: future lease payments arising from a change in an index or a rate used; residual 
guarantee; lease term; certainty of a purchase option and termination penalties. When a lease liability is remeasured, an 
adjustment is made to the corresponding right-of use asset, or to profit or loss if the carrying amount of the right-of-use 
asset is fully written down. 
 
Borrowing costs 
Borrowing costs attributable to qualifying assets are capitalised as part of the asset. All other borrowing costs are expensed 
in the period in which they are incurred. 
 
Provisions and contingencies 
Provisions are recognised when the consolidated entity has a present (legal or constructive) obligation as a result of a past 
event, it is probable the consolidated entity will be required to settle the obligation, and a reliable estimate can be made of 
the amount of the obligation. The amount recognised as a provision is the best estimate of the consideration required to 
settle the present obligation at the reporting date, taking into account the risks and uncertainties surrounding the obligation. 
If the time value of money is material, provisions are discounted using a current pre-tax rate specific to the liability. The 
increase in the provision resulting from the passage of time is recognised as a finance cost. 
Contingent assets and contingent liabilities are not recognised unless the contingent liability is acquired as part of a business 
combination. 
 
Employee benefits 
Short-term employee benefits 
Liabilities for wages and salaries, including non-monetary benefits, annual leave and long service leave expected to be 
settled within 12 months of the reporting date are measured at the amounts expected to be paid when the liabilities are 
settled. 
  
Other long-term employee benefits 
The liability for annual leave and long service leave not expected to be settled within 12 months of the reporting date are 
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. 
 
Superannuation expense and other post-employment benefits 
Australian employees may nominate their own superannuation fund into which the Company pays superannuation 
contributions. The Company contributed 10% of employee’s salary to each employee’s nominated fund or where a fund is 
not nominated by an employee, to a superannuation fund chosen by the Company. In addition, the Company pays pension 
contributions to foreign employees hired in their respective countries. 
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Share Based Payments 
Equity-settled share-based compensation benefits are provided to employees, key management personnel and 
consultants. Equity-settled transactions are awards of shares, or options over shares, that are provided to employees in 
exchange for the rendering of services. 

The cost of equity-settled transactions are measured at fair value on grant date. Fair value is independently determined 
using the 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, together with non-vesting conditions that do not determine whether 
the consolidated entity receives the services that entitle the employees to receive payment. No account is taken of any 
other vesting conditions. 

The cost of equity-settled transactions are recognised as an expense with a corresponding increase in equity over the 
vesting period. The cumulative charge to profit or loss is calculated based on the grant date fair value of the award, the best 
estimate of the number of awards that are likely to vest and the expired portion of the vesting period. The amount recognised 
in profit or loss for the period is the cumulative amount calculated at each reporting date less amounts already recognised 
in previous periods. 

Market conditions are taken into consideration in determining fair value. Therefore, any awards subject to market conditions 
are considered to vest irrespective of whether or not that market condition has been met, provided all other conditions are 
satisfied. 

If equity-settled awards are modified, as a minimum an expense is recognised as if the modification has not been made. 
An additional expense is recognised, over the remaining vesting period, for any modification that increases the total fair 
value of the share-based compensation benefit as at the date of modification. 

If the non-vesting condition is within the control of the consolidated entity or employee, the failure to satisfy the condition is 
treated as a cancellation. If the condition is not within the control of the consolidated entity or employee and is not satisfied 
during the vesting period, any remaining expense for the award is recognised over the remaining vesting period, unless the 
award is forfeited. 

If equity-settled awards are cancelled, it is treated as if it has vested on the date of cancellation, and any remaining expense 
is recognised immediately. If a new replacement award is substituted for the cancelled award, the cancelled and new award 
is treated as if they were a modification. 

Issued capital 
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. 
 
Collateral Shares 
Collateral shares are shares in the Company that are held by the Company’s convertible notes holders as security for 
purpose of the agreed funding facilities. These shares are treated as treasury shares until they are fully paid for. 
 
Dividends 
Dividends are recognised when declared during the financial year and no longer at the discretion of the Company. 
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Fair Value Measurement 
When an asset or liability, financial or non-financial, is measured at fair value for recognition or disclosure purposes, the 
fair value is based on the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date; and assumes that the transaction will take place either: in the 
principal market; or in the absence of a principal market, in the most advantageous market. 
 
Fair value is measured using the assumptions that market participants would use when pricing the asset or liability, 
assuming they act in their economic best interests. For non-financial assets, the fair value measurement is based on its 
highest and best use. Valuation techniques that are appropriate in the circumstances and for which sufficient data are 
available to measure fair value, are used, maximising the use of relevant observable inputs and minimising the use of 
unobservable inputs. 
 
Assets and liabilities measured at fair value are classified into three levels, using a fair value hierarchy that reflects the 
significance of the inputs used in making the measurements. Classifications are reviewed at each reporting date and 
transfers between levels are determined based on a reassessment of the lowest level of input that is significant to the fair 
value measurement. 
 
For recurring and non-recurring fair value measurements, external valuers may be used when internal expertise is either 
not available or when the valuation is deemed to be significant. External valuers are selected based on market knowledge 
and reputation. Where there is a significant change in fair value of an asset or liability from one period to another, an analysis 
is undertaken, which includes a verification of the major inputs applied in the latest valuation and a comparison, where 
applicable, with external sources of data. 
 
Business combinations 
The acquisition method of accounting is used to account for business combinations regardless of whether equity 
instruments or other assets are acquired. 
 
The consideration transferred is the sum of the acquisition-date fair values of the assets transferred, equity instruments 
issued or liabilities incurred by the acquirer to former owners of the acquiree and the amount of any non-controlling interest 
in the acquiree. For each business combination, the non-controlling interest in the acquiree is measured at either fair value 
or at the proportionate share of the acquiree's identifiable net assets. All acquisition costs are expensed as incurred to profit 
or loss. 
 
On the acquisition of a business, the consolidated entity assesses the financial assets acquired and liabilities assumed for 
appropriate classification and designation in accordance with the contractual terms, economic conditions, the consolidated 
entity's operating or accounting policies and other pertinent conditions in existence at the acquisition-date. 
 
Where the business combination is achieved in stages, the consolidated entity remeasures its previously held equity interest 
in the acquiree at the acquisition-date fair value and the difference between the fair value and the previous carrying amount 
is recognised in profit or loss. 
 
Contingent consideration to be transferred by the acquirer is recognised at the acquisition-date fair value. Subsequent 
changes in the fair value of the contingent consideration classified as an asset or liability is recognised in profit or loss. 
Contingent consideration classified as equity is not remeasured and its subsequent settlement is accounted for within equity. 
 
The difference between the acquisition-date fair value of assets acquired, liabilities assumed and any non-controlling 
interest in the acquiree and the fair value of the consideration transferred and the fair value of any pre-existing investment 
in the acquiree is recognised as goodwill. If the consideration transferred and the pre-existing fair value is less than the fair 
value of the identifiable net assets acquired, being a bargain purchase to the acquirer, the difference is recognised as a 
gain directly in profit or loss by the acquirer on the acquisition-date, but only after a reassessment of the identification and 
measurement of the net assets acquired, the non-controlling interest in the acquiree, if any, the consideration transferred 
and the acquirer's previously held equity interest in the acquirer. 
Business combinations are initially accounted for on a provisional basis. The acquirer retrospectively adjusts the provisional 
amounts recognised and also recognises additional assets or liabilities during the measurement period, based on new 
information obtained about the facts and circumstances that existed at the acquisition-date. The measurement period ends 
on either the earlier of (i) 12 months from the date of the acquisition or (ii) when the acquirer receives all the information 
possible to determine fair value. 
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Contingent liabilities recognised in a business combination 
A contingent liability recognised in a business combination is initially measured at its fair value. Subsequently, it is measured 
at the higher of the amount that would be recognised in accordance with the requirements for provisions above or the 
amount initially recognised less (when appropriate) cumulative amortisation recognised in accordance with the 
requirements for revenue recognition. 
 
Earnings per share 
Basic earnings per share 
Basic earnings per share is calculated by dividing the profit attributable to the owners of Netlinkz Limited, excluding any 
costs of servicing equity other than ordinary shares, by the weighted average number of ordinary shares outstanding during 
the financial year, adjusted for bonus elements in ordinary shares issued during the financial year. 
 
Diluted earnings per share 
Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account 
the after income tax effect of interest and other financing costs associated with dilutive potential ordinary shares and the 
weighted average number of shares assumed to have been issued for no consideration in relation to dilutive potential 
ordinary shares. 
  
Goods and Services Tax (GST) and other similar taxes 
Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not 
recoverable from the tax authority. In this case it is recognised as part of the cost of the acquisition of the asset or as part 
of the expense. 
  
Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST 
recoverable from, or payable to, the tax authority is included in other receivables or other payables in the statement of 
financial position. 
  
Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing activities 
which are recoverable from, or payable to the tax authority, are presented as operating cash flows. 
  
Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the tax authority. 
 
Adoption of new and revised accounting standards 
The consolidated entity has adopted all of the new or amended Accounting Standards and Interpretations issued by the 
Australian Accounting Standards Board ('AASB') that are mandatory for the current reporting period. Any new or amended 
Accounting Standards or Interpretations that are not yet mandatory have not been early adopted.  

Standards issued but not yet effective: 
Australian Accounting Standards and Interpretations that have recently been issued or amended but are not yet mandatory, 
have not been early adopted by the consolidated entity for the annual reporting period ended 30 June 2021. The 
consolidated entity has not yet assessed the impact of these new or amended Accounting Standards and Interpretations. 
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NOTE 2. CRITICAL ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS 
 
The preparation of the financial statements requires management to make judgements, estimates and assumptions that 
affect the reported amounts in the financial statements. Management continually evaluates its judgements and estimates 
in relation to assets, liabilities, contingent liabilities, revenue and expenses. Management bases its judgements, estimates 
and assumptions on historical experience and on other various factors, including expectations of future events, 
management believes to be reasonable under the circumstances. The resulting accounting judgements and estimates will 
seldom equal the related actual results. The judgements estimates and assumptions that have a significant risk of causing 
a material adjustment to the carrying amounts of assets and liabilities (refer to the respective notes) within the next financial 
year are discussed below. 
 
Allowance for expected credit losses 

The allowance for expected credit losses assessment requires a degree of estimation and judgement. It is based on the 
lifetime expected credit loss, grouped based on days overdue, and makes assumptions to allocate an overall expected 
credit loss rate for each group. These assumptions include recent sales experience, historical collection rates, the impact 
of the Coronavirus (COVID-19) pandemic and forward-looking information that is available.  

Estimation of useful lives of assets 

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

Business combinations 

As discussed in Note 1, business combinations are initially accounted for on a provisional basis. The fair value of assets 
acquired, liabilities and contingent liabilities assumed are initially estimated by the consolidated entity taking into 
consideration all available information at the reporting date. Fair value adjustments on the finalisation of the business 
combination accounting is retrospective, where applicable, to the period the combination occurred and may have an impact 
on the assets and liabilities, depreciation and amortisation reported. 
 
Share Based Payments 
The consolidated entity measures the cost of equity-settled transactions with employees by reference to the fair value of 
the equity instruments at the date at which they are granted. The fair value of options with non-market conditions is 
determined by an internal valuation using a Black-Scholes option pricing model taking into account the terms and conditions 
upon which the instruments were granted. The fair value of shares is determined by the market price of the Company’s 
shares at the date of grant. The accounting estimates and assumptions relating to equity-settled share-based payments 
would have no impact on the carrying amounts of assets and liabilities within the next annual reporting period but may 
impact profit or loss and equity. 
 
Impairment testing 
The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of 
value-in-use calculations and fair values less costs of disposal. These calculations require the use of estimates and 
assumptions. It is reasonably possible that the assumptions may change which may then impact our estimations and may 
then require a material adjustment to the carrying value of goodwill and intangible assets. 
 
In assessing value-in-use, the estimated future cash flows are discounted to their present value using a discount rate that 
reflects the current market assessments of the time value of money and the risks specific to the asset or CGU. In determining 
fair value less costs of disposal, a discounted cash flow model is used based on a methodology consistent with that applied 
by the Group in determining the value of potential acquisition targets, maximising the use of market observed inputs. These 
calculations, classified as Level 3 on the fair value hierarchy, are compared to valuation multiples, or other fair value 
indicators where available, to ensure reasonableness. 
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The value-in-use calculation uses cash flow projections based on operating budgets and strategic business plans, after 
which a terminal value is applied, based on management’s view of the expected long-term growth profile of the business. 
The determination of cash flows over the life of an asset requires management judgement in assessing the future number 
of customers, the number of branches and active devices, data usage, potential price changes as well as any changes to 
the costs of the product and other operating costs incurred by the Group. The implied pre-tax discount rate is calculated 
with reference to long-term government bond rates, external analyst views and the Group’s pre-tax cost of debt. 
 
In determining fair value less costs of disposal, the valuation model incorporates the cash flows projected over the balance 
of the current corporate plan period. Cash flows beyond this period are extrapolated using estimated growth rates, which 
are based on Group estimates, taking into consideration historical performance as well as expected long-term operating 
conditions. These projections are discounted using a risk-adjusted discount rate commensurate with a typical market 
participant’s assessment of the risk associated with the projected cash flows. 
 
The Group reviews and tests the carrying value of assets when events or changes in circumstances suggest that the 
carrying amount may not be recoverable. In addition, goodwill and indefinite life intangible assets are tested on an annual 
basis for impairment. Assets are grouped at the lowest level for which identifiable cash flows are largely independent of 
cash flows of other assets and liabilities. If there are indications that impairment may have occurred, estimates are prepared 
of expected future cash flows for each group of assets. Expected future cash flows used to determine the value in use and 
fair value less costs of disposal of goodwill and tangible assets are inherently uncertain and could materially change over 
time. They are significantly affected by a number of economic factors.  
 
Allocation of goodwill to cash-generating units 
Management allocates goodwill acquired in a business combination to cash-generating units (CGUSs) or a group of cash-
generating units in a non-arbitrary way which is expected to benefit from the synergies of the combination.  
 
Fair value of convertible notes at fair value through profit and loss (FVTPL) 
The fair value is estimated using a net present valuation calculation using a discount rate derived from instruments with 
similar maturity and credit rating. 
 
Impact of COVID-19 
The Group has specifically further reviewed the following accounting estimates in response to COVID-19: 
Impairment of goodwill and intangible assets: The Group performed impairment testing on the CGUs. The recoverable 
amount of the CGUs are based on value-in-use calculations, using cash flow projections based on forecast operating results 
or fair value less costs of disposal (such as earnings multiples) whichever is higher. The recoverable amount of each CGU 
exceeded its carrying amount and there were no further impairment indicators.
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NOTE 3. OPERATING SEGMENTS 

Identification of reportable operating segments 
The consolidated entity is organised into two operating segments based on differences in geography: Australia & New 
Zealand and International of which China is the first material country starting operations to develop and sell products and 
services. Each country has a management team to oversee the local operations and undertakes local research and 
development, including source code specific to that country and/or region. These operating segments are based on the 
internal reports that are reviewed and used by the Board of Directors (who are identified as the Chief Operating Decision 
Makers ('CODM')) in assessing performance and in determining the allocation of resources. There is no aggregation of 
operating segments. 

The CODM reviews monthly management and financial reports, including EBITDA (Earnings Before Interest, Tax, 
Depreciation and Amortisation). The accounting policies adopted for internal reporting to the CODM are consistent with 
those adopted in the financial statements. 

The information reported to the CODM is on a monthly basis. 

Types of products and services 
The principal products and services of each of these operating segments are as follows: 
 

Consulting, design & implementation services the design and implementation of secure network migration and 
deployment services and hardware. 

Software & licensing revenue   the sale, licensing and support of software. 

Intersegment transactions 
No intersegment transactions occurred during the period.  

Intersegment receivables, payables and loans 
Intersegment loans are initially recognised at the consideration received. Intersegment loans receivable and loans payable 
that earn or incur non-market interest are not adjusted to fair value based on market interest rates. Intersegment loans are 
eliminated on consolidation. 

Operating segment information
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NOTE 4. REVENUE AND OTHER INCOME 

Disaggregation of revenue 
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NOTE 5. EXPENSES 

(a) Selling, design, implementation and hardware expenses 
Direct costs associated with design, implementation and hardware costs of sales in Australia and China. 

(b) Financing costs 
Costs and facilitation fees incurred to secure financing and funding for the Group. 

(c) Employee share based payment expenses 
Incentives paid to directors and employees settled in shares or options.  

(d) Other share based payment expenses 
The Company paid suppliers for services during the year in the amount $250,000 on 2 August 2021 being 7,142,857 
shares at $0.035 per share, and in the amount of $25,000 on 9 May 2022 being 99,497 shares at $0.025 per share. 

(e) Net fair value loss on debt settlements 
The Group settled outstanding debts, fees and claims using shares and options. Net fair value loss represents the 
difference between the fair value of instruments used for debt settlements and carrying amount of the debts, fees and 
claims. 

(f) Included in expenses are the following costs: 

 

NOTE 6. CASH AND CASH EQUIVALENTS 
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NOTE 7 (a). TRADE AND OTHER RECEIVABLES 

 

NOTE 8. INTANGIBLE ASSETS  

Goodwill

Customer 
contracts and 
relationships

Internally 
generated 
software Total

For the year ended 30 June 2022 $ $ $ $
Opening net book amount 9,381,815 1,756,000 1,605,275 12,743,890
Additions ¹ 1,579,037 - - 1,579,037
Amortisation charge - (324,327) (426,664) (750,991)
Closing net book amount 10,960,852 1,431,673 1,178,611 13,571,936

As at 30 June 2022
Cost 10,960,852 2,196,000 2,300,836 15,457,688
Accumulated amortisation and impairment - (763,527) (1,122,225) (1,885,752)
Net book amount 10,960,852 1,432,473 1,178,611 13,571,936  

¹Goodwill arising on acquisition of Southcloud. 

 

NOTE 9. TRADE AND OTHER PAYABLES 
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NOTE 10. EMPLOYEE BENEFITS 

 

Amounts not expected to be settled within the next 12 months 

The current provision for employee benefits includes all unconditional entitlements where employees have completed 
the required period of service and also those where employees are entitled to pro-rata payments in certain 
circumstances. The entire amount is presented as current, since the consolidated entity does not have an unconditional 
right to defer settlement. However, based on past experience, the consolidated entity does not expect all employees 
to take the full amount of accrued leave or require payment within the next 12 months. The above amounts reflect 
annual leave that has accrued as at the reporting date. 

 

NOTE 11. BORROWINGS 

 
1 Short term loans totalling $1,150,000 from Viriathus Capital investors.  The loans matured in December 2021, with 
$20,000 being repaid and $1,130,000 rolled over to 15 June 2022 and repaid as at that date. The loans had an interest 
rate of 20% per annum interest rate paid monthly. The amount of $75,750 are loans owing by Southcloud. The loans 
are unsecured and interest free. 

 

On 9 May 2022 the Company executed an agreement with Booker Super Services Pty Limited for a $10,000,000 
facility. The facility is unsecured and has an interest rate of 6.83% adjusted for increases in the Reserve Bank cash 
rate after this date and has a maturity date of 30 June 2025. 

On 1 August 2022 the Company announced the execution of a facility agreement with Regal Funds Management for 
a facility in the amount of $20,500,000 with a maturity date of 1 August 2025. 
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Loan repayment schedule 

 

NOTE 12. OTHER LIABILITIES 

(a) Other current liabilities 
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(b) Other non-current liabilities 

 

 
NOTE 13. EQUITY – ISSUED CAPITAL 

 
 
1 These collateral shares were issued on 24th December 2019 as part of the convertible notes. These shares were 
treated as treasury shares until the shares are fully paid for. On 31 July 2020, the Company agreed to forgo the right 
to the return of these collateral shares as part of the settlement agreement with CST and Lind.  

Movements in ordinary share capital – Year ended 30 June 2021 
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NOTE 13. EQUITY – ISSUED CAPITAL (CONTINUED) 

Movements in ordinary share capital – Year ended 30 June 2022 
 

 
(i) Options exercised n 2 July 2021 and 15 December 2021 and $0.02 per share. 

(ii) Shares issued on 2 August 2021 in settlement of a debt at $0.0284 per share. 

 

 

(iii) 7,142,857 shares issued on 2 August 2021 for services rendered, at $0.035 per share and 999,497 shares 
issued on 9 May 2022 for services rendered at $0.025 per share. 

(iv) Performance rights vested, and 3,500,000 shares issued on 5 October 2021, and 3,000,000 shares issued 
on 29 December 2021 to the previous Chief Financial Officer, Matthew Ryan. 

(v) Shares issued to previous employee as a termination benefit on 9 May 2022, at $0.017 per share. 

(vi) Shares issued to Chief Technology Officer, Mr Rotem Salomonovitch, as a sign on bonus, at $0.03 per 
share. 

 

Ordinary shares 

Ordinary shares entitle the holder to participate in dividends and the proceeds on the winding up of the company in 
proportion to the number of and amounts paid on the shares held. The fully paid ordinary shares have no par value 
and the company does not have a limited amount of authorised capital. 

On a show of hands every member present at a meeting in person or by proxy shall have one vote and upon a poll 
each share shall have one vote. 

Share buy-back 

There is no current on-market share buy-back. 

Capital risk management 

The consolidated entity’s objectives when managing capital is to safeguard its ability to continue as a going concern, 
so that it can provide returns for shareholders and benefits for other stakeholders and to maintain an optimum capital 
structure to reduce the cost of capital. 

In order to maintain or adjust the capital structure, the consolidated entity may adjust the amount of dividends paid to 
shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt. 
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NOTE 14. SHARE BASED PAYMENTS 

Options issued with expiry date of 28 September 2022 17/09/2020 3,703,716 $0.1000
Options issued with expiry date of 24 September 2022 17/09/2020 5,000,000 $0.0600
Options issued with expiry date of 1 September 2023 19/11/2020 40,000,000 $0.1750
Options issued with expiry date of 24 September 2023 10/12/2019 2,500,000 $0.1600
Options issued with expiry date of 24 December 2023 19/11/2020 5,500,000 $0.1273
Options issued with expiry date of 24 December 2025 19/11/2020 2,500,000 $0.1600
Options issued with expiry date of 1 September 2023 16/06/2021 20,000,000 $0.1750
Options issued with expiry date of 22 June 2022 16/06/2021 17,320,782 $0.2000
Exercise of options (95,779,279)
Options lapsed/cancelled (140,154,719)
Closing balance 30 June 2021 170,320,782

Opening balance 1 July 2021 170,320,782

Exercise of options 2/7/2021 & 
15/12/2021 (46,000,000) $0.02

Options lapsed/cancelled (43,820,782)
Closing balance 30 June 2022 80,500,000
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Share options outstanding as at 30 June 2022 have the following expiry date and exercise price: 

 
Additionally, as approved by shareholders at the Annual General Meeting on 19 November 2020, Mr Matthew Ryan 
(Chief Financial Officer) was issued three tranches of 3,500,000 performance rights, to a total of 10,500,000. Of these 
rights 6,500,000 vested prior to Mr Ryan’s resignation in December 2021, with the remainder lapsing. The performance 
rights were valued on grant date with reference to the share price, being $0.071. The resulting value has been vested 
over the associated service condition periods. 

 

Expenses arising from employee share-based payment transactions 

Total expenses arising from share-based payment transactions recognised during the period as part of employee 
benefit expense were as follows. 

 
¹During the year the directors reduced the cash element of their remuneration by 50% with the difference payable in 
shares, subject to approval by the shareholders at the next meeting of shareholders.   

²Amount reflected within Salary and wages expense.  
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NOTE 15. EQUITY – RESERVES 

 
Share based payments and options reserve 

This reserve is used to record the value of equity benefits provided for the issue of equity instruments. 

 

NOTE 16. EQUITY – ACCUMULATED LOSSES 
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NOTE 17. NON-CONTROLLING INTERESTS 

Set out below is summarised financial information for each subsidiary that has non-controlling 
interests that are material to the Group. The amounts disclosed for each subsidiary are before 
inter-company eliminations.  
 

 

 

 

 

 

 

 

 

 

F
or

 p
er

so
na

l u
se

 o
nl

y



Netlinkz Limited 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the year ended 30 June 2022 

 

 
37 

netlinkz.com 

 
NOTE 18. BUSINESS COMBINATION  

(a) Summary of acquisition 
 

Acquisition of Southcloud Holdings Pty Limited 
 
On 29 June 2022 the Company acquired 100% of the issued share capital of Southcloud Holdings 
Pty Limited and its wholly owned subsidiary Southcloud Pty Ltd (together Southcloud). Southcloud 
is an Internet Service Provider based in regional New South Wales offering bundled product 
solutions to consumers and Small and Medium Enterprises (SME’s). Southcloud is a channel to 
market for VSN with SouthSupport leveraging VSN technology to remotely service clients. 
 
The consideration for the shares was $179,237 and the assumption of Southcloud’s net asset deficit 
as at 29 June 2022 of $1,173,669. This deficit was largely incurred in the 2022 financial year as 
Southcloud built its product range and expanded its customer base. 

 

 
1The loan was effectively forgiven as at the date of acquisition, bringing the total consideration, 
including consideration paid to the vendors, to $1,609,009. 
²The goodwill is attributable to the customer base. The business is projected to be profitable in the 
years ahead. 
   
The Group has applied provisional accounting on its measurement of its purchase price allocation 
permitted under AASB3 Business Combinations.  
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NOTE 18. BUSINESS COMBINATION (CONTINUED) 

Revenue and profit contribution 
Given that the Company was acquired at year end it made no contribution to earnings before 
interest, tax, depreciation and amortisation for the year ended 30 June 2022.  
 
If the acquisition had occurred on 1 July 2021, consolidated pro-forma revenue and loss before 
interest, tax, depreciation and amortisation, research and product development expenses for the 
year ended 30 June 2022 would have been $839,549 and $632,192 respectively. These amounts 
have been calculated using the subsidiary’s results and adjusting them for differences in the 
accounting policies between the Group and the subsidiary. 

 
There were no acquisitions in the year ended 30 June 2021. 

 

NOTE 19. RECONCILIATION OF LOSS AFTER INCOME TAX TO NET CASH FROM 
OPERATING ACTIVITIES
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NOTE 20. EARNINGS PER SHARE 

 

NOTE 21. INTERESTS IN MATERIAL SUBSIDIARIES 

The consolidated financial statements incorporate the assets, liabilities and results of the following 
subsidiaries in accordance with the accounting policy described in Note 1: 
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NOTE 22. COMMITMENTS 

There were no commitments as at 30 June 2022 or 30 June 2021. 

 

NOTE 23. CONTINGENT LIABILITIES 

There are no contingent liabilities as at 30 June 2022 (30 June 2021: Nil). 

 

NOTE 24. EVENTS SUBSEQUENT TO REPORTING DATE 

No matter or circumstance has arisen since 30 June 2022 that has significantly affected, or may 
significantly affect the entity's operations, the results of those operations, or the entity's state of affairs 
in future financial years. 
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