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Important Information

Offer
The Offer contained in this Prospectus is
an invitation to acquire fully paid ordinary
shares (Shares) in Powerwrap Limited
ACN 129 756 850 (Powerwrap or
Company). This Prospectus is issued by
the Company and Powerwrap SaleCo
Pty Ltd ACN 632 397 990 (SaleCo)
for the purposes of Chapter 6D of the
Corporations Act. The Offer in Australia
is made through this Prospectus.
Lodgement and listing
This Prospectus is dated 15 April 2019
(Prospectus Date) and a copy was
lodged with the Australian Securities
and Investments Commission (“ASIC”)
on that date.
The Company will apply to ASX Limited
(ASX) within seven days after the
Prospectus Date for admission of the
Company to the official list of ASX
and quotation of its Shares on ASX.
None of ASIC, ASX or their officers
take any responsibility for the content
of this Prospectus or for the merits
of the investment to which this
Prospectus relates.
Expiry Date
No Shares will be issued or sold on the
basis of this Prospectus after its expiry
date, being the date 13 months after
the Prospectus Date.
Note to Applicants
The information in this Prospectus is
not financial product advice and does
not take into account your investment
objectives, financial situation or
particular needs.
It is important that you read this
Prospectus carefully and in its entirety
before deciding whether to invest in
the Company. In particular, you should
consider the risk factors that could affect
the performance of the Company. You
should carefully consider these risks in
light of your personal circumstances
(including financial and tax issues) and
seek professional guidance from your
stockbroker, solicitor, accountant or other
independent professional adviser before
deciding whether to invest in Shares.
Some of the key risk factors that should
be considered by prospective investors
are set out in section 4. There may be
risk factors in addition to these that
should be considered in light of your
personal circumstances. You should also
consider the assumptions underlying
the Forecast Financial Information and
the risk factors that could affect the
Company’s business, financial condition
and results of operations.

No person named in this Prospectus,
nor any other person, guarantees the
performance of the Company or the
repayment of capital or any return
on investment made pursuant to
this Prospectus.
No offering where offering would
be illegal
This Prospectus does not constitute an
offer or invitation in any place in which,
or to any person to whom, it would not
be lawful to make such an offer or
invitation. No action has been taken
to register or qualify the Shares or the
Offer, or to otherwise permit a public
offering of the Shares in any jurisdiction
outside Australia. The distribution of this
Prospectus outside Australia may be
restricted by law and persons who come
into possession of this Prospectus
outside Australia should seek advice on
and observe any such restrictions. Any
failure to comply with such restrictions
may constitute a violation of applicable
securities laws.
This Prospectus has been prepared for
publication in Australia and may not be
released or distributed in the United
States. This Prospectus does not
constitute an offer to sell, or a solicitation
of an offer to buy, securities in the United
States. The Shares have not been, and
will not be, registered under the US
Securities Act or the securities laws of
any state of the United States, and may
not be offered or sold in the United
States, or to, or for the account or
benefit of a US Person, except in a
transaction exempt from the registration
requirements of the US Securities Act
and applicable United States state
securities laws. The Offer is not being
extended to any investor outside
Australia, other than to Institutional
Investors as part of the Institutional
Offer. This Prospectus does not
constitute an offer or invitation to
potential investors to whom it would
not be lawful to make such an offer
or invitation.
For details of selling restrictions
that apply to the Shares in certain
jurisdictions outside of Australia,
please refer to sections 7.12.
Financial information presentation
Section 5 sets out in detail the financial
information referred to in this Prospectus.
The basis of preparation of that
information is set out in section 5.2.
All financial amounts contained in this
Prospectus are expressed in Australian
dollars and rounded to the nearest
$0.1 million unless otherwise stated.
Any discrepancies between totals and
sums of components in tables contained
in this Prospectus are due to rounding.

This Prospectus contains forward looking
statements which are identified by
words such as “may”, “could”, “believes”,
“estimates”, “expects”, “intends” and
other similar words that involve risks
and uncertainties. The Forecast Financial
Information is an example of forwardlooking statements.
Any forward-looking statements are
subject to various risk factors that could
cause the Company’s actual results
to differ materially from the results
expressed or anticipated in these
statements. Such statements are not
guarantees of future performance
and involve known and unknown risks,
uncertainties, assumptions and other
important factors, many of which are
beyond the control of the Company,
the Directors of the Company and
management of the Company. Forward
looking statements should therefore be
read in conjunction with, and are
qualified by reference to, the discussion
of the Pro Forma Historical Financial
Information and the Forecast Financial
Information in section 5, risk factors as
set out in section 4, specific and general
assumptions as set out in section 5.16,
the sensitivities as set out in section 5.18
and other information in this Prospectus.
The Company cannot and does not
give any assurances that the results,
performance or achievements expressed
or implied by the forward-looking
statements contained in the Prospectus
will actually occur and investors are
cautioned not to place undue reliance
on these forward-looking statements.
The Company has no intention of
updating or revising forward looking
statements, or publishing prospective
financial information in the future,
regardless of whether new information,
future events or any other factors
affect the information, contained in
this Prospectus, except where required
by law.
Disclaimer
No person is authorised to give any
information or to make any representation
in connection with the Offer described
in this Prospectus which is not contained
in this Prospectus. Any information not
so contained may not be relied upon as
having been authorised by the Company
or any other person in connection with
the Offer. You should rely only on
information in this Prospectus.
As set out in section 7.13, it is expected
that the Shares will be quoted on ASX.
The Company, the Joint Lead Managers
and the Share Registry disclaim all
liability, whether in negligence or
otherwise, to persons who trade Shares
before receiving their holding statement.

This disclaimer does not purport to
disclaim any warranties or liability
which cannot be disclaimed by law.
Exposure Period
The Corporations Act prohibits the
Company from processing Applications
in the seven-day period after the date
of Prospectus lodgement (Exposure
Period). The Exposure Period may be
extended by ASIC by up to a further
seven days. The purpose of the Exposure
Period is to enable the Prospectus to be
examined by market participants prior
to the raising of funds. Applications
received during the Exposure Period will
not be processed until after the expiry
of the Exposure Period. No preference
will be conferred on any Applications
received during the Exposure Period.
No cooling-off rights
Cooling-off rights do not apply to an
investment in Shares issued or transferred
under this Prospectus. This means that,
in most circumstances, you cannot
withdraw your Application once it has
been accepted.
Obtaining a copy of this Prospectus
A paper copy of the Prospectus is
available free of charge to any person in
Australia by calling the Offer Information
Line on 1300 737 760 (within Australia)
or +61 2 9290 9600 (outside Australia)
from 8.30am until 5.00pm AEST Monday
to Friday during the Offer Period.
This Prospectus is also available to
Australian resident investors in
electronic form at the Offer website,
www.powerwrap.com.au/investor/.
The Offer constituted by this
Prospectus in electronic form is
available only to Australian residents
accessing the website within Australia.
It is not available to persons in other
jurisdictions (including the United
States). Persons who access the
electronic version of this Prospectus
should ensure that they download
and read the entire Prospectus.
Applications for Shares may only be
made on the appropriate Application
Form attached to, or accompanying,
this Prospectus in its paper copy form,
or in its electronic form which must
be downloaded in its entirety from
www.powerwrap.com.au/investor/.
By making an Application, you declare
that you were given access to the
Prospectus, together with an Application
Form. The Corporations Act prohibits
any person from passing the Application
Form on to another person unless it is
attached to, or accompanied by, this
Prospectus in its paper copy form or
the complete and unaltered electronic
version of this Prospectus.

Photographs and Diagrams
Photographs and diagrams used in this
Prospectus that do not have descriptions
are for illustration only and should not
be interpreted to mean that any person
shown in them endorses this Prospectus
or its contents or that the assets shown
in them are owned by the Company.
Diagrams used in this Prospectus are
illustrative only and may not be drawn
to scale. Unless otherwise stated, all data
contained in charts, graphs and tables
is based on information available at the
date of this Prospectus.
Company Website
Any references to documents
included on the Company’s website
at www.powerwrap.com.au or the
Offer website are for convenience
only, and none of the documents
or other information available on the
Company’s website is incorporated
herein by reference.
Defined terms and abbreviations
Defined terms and abbreviations used
in this Prospectus are explained in
Appendix B. Unless otherwise stated
or implied, references to times in this
Prospectus are to AEST.
Privacy
By completing an Application Form,
you are providing personal information
to the Company, SaleCo and the Share
Registry, which is contracted by the
Company to manage Applications.
The Company, SaleCo and the Share
Registry on their behalf, collect, hold
and use that personal information to
process your Application, service your
needs as a Shareholder, provide facilities
and services that you request and carry
out appropriate administration.
Once you become a Shareholder, the
Corporations Act and Australian taxation
legislation require information about
you (including your name, address
and details of the Shares you hold)
to be included in the Company’s public
register. The information must continue
to be included in the Company’s public
register if you cease to be a Shareholder.
If you do not provide all the information
requested, your Application Form
may not be able to be processed.
The Company, SaleCo and the Share
Registry may disclose your personal
information for purposes related to your
investment to their agents and service
providers including those listed below
or as otherwise authorised under the
Privacy Act 1988 (Cth):

>> The Joint Lead Managers in order
to assess your Application;
>> Printers and other companies for
the purpose of preparation and
distribution of documents and
for handling mail;
>> Market research companies for the
purpose of analysing the Company’s
shareholder base and for product
development and planning; and
>> Legal and accounting firms, auditors,
management consultants and other
advisers for the purpose of
administering, and advising on, the
Shares and for associated actions.
You may request access to your personal
information held by or on behalf of the
Company. You can request access to
your personal information or obtain
further information about the Company’s
privacy practices by contacting the
Share Registry or the Company. The
Company aims to ensure that the
personal information it retains about
you is accurate, complete and up-todate. To assist with this, please contact
the Company or the Share Registry
if any of the details you have
provided change.
In accordance with the requirements
of the Corporations Act, information
on the Shareholder register will be
accessible by members of the public.
Financial Adviser and Joint
Lead Managers
Bell Potter Securities Limited is financial
adviser to the Company.
The Joint Lead Managers and
Underwriters to the Offer are Bell Potter
Securities Limited and Baillieu Limited.
Photographs in this Prospectus may be
used under licence. The downloading,
republication, retransmission, reproduction
or other use of such photographs other
than in this Prospectus is prohibited.
This document is important and should
be read in its entirety.

>> The Share Registry for ongoing
administration of the Shareholder
register;
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Chairman’s letter

Dear Investor,
On behalf of the Board, I am pleased to invite you to become a shareholder in Powerwrap Limited.
Powerwrap provides Wealth Advice Groups with a flexible, technology-based solution, or Platform, to help
advisers administer and manage their investor clients’ investment portfolios. Powerwrap’s Platform is specifically
designed to provide the comprehensive financial product range and tailored customer service sought by High
Net Worth (HNW) investors. Assets of $7.6 billion are held on the Platform as at the end of March 2019.
Operating since 2008, Powerwrap is classified as a Challenger Platform, one of several that are competing
against the Large Financial Institutions in Australia. While the Large Financial Institutions hold most of the
platform market, the market share of the Challenger Platforms has grown over recent years. The Powerwrap
Board believes that this trend will continue for some time. This represents a significant opportunity given that
assets of $854 billion are administered on platforms.
Powerwrap has built a high quality and well-established client base, which currently includes over 120 AFSL
holders, 255 financial advisers and more than 5,000 investor accounts. Powerwrap’s Funds Under Administration
(FUA) is forecast to grow to $9.8 billion in FY 2020 at a 22% compound annual growth rate (CAGR) (FY 2016
to FY 2020) and Platform and Other Revenue is forecast to grow to $19.4 million in FY 2020 at a 26% CAGR
(FY 2016 to FY 2020).
Powerwrap is offering 42.9 million new shares at $0.35 per share to raise $15 million (before costs). The Company
will use the funds raised to continue the development of its Platform, strengthen its balance sheet, pay the costs
of the Offer and pursue its business strategy.
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In addition, Powerwrap SaleCo Pty Ltd is offering 6.9 million Existing Shares for sale at $0.35 per share for
total consideration of approximately $2.4 million, with the net proceeds to be paid to Selling Shareholders.
On completion of the Offer, it is expected that Existing Shareholders will continue to hold at least 70% of shares,
with the remaining shares being held by successful Applicants under the Offer.
A summary of important dates and Offer details are set out in this Prospectus.
An investment in Powerwrap carries a degree of risk. Some of the risks associated with an investment in
Powerwrap are highlighted in Section 4 and include the Company being unable to deliver its growth strategy,
changes to the Company’s competitive position in the market, changes in the regulatory environment that may
impact the Company’s operations, and a disruption of platform technology services. Should any of these risks
occur, they could adversely impact Powerwrap’s business, financial condition and financial performance.
Please read this Prospectus carefully and seek appropriate legal, financial and taxation advice before making
an investment decision.
I look forward to welcoming you as a shareholder.
Regards,

Anthony Wamsteker
Chairman Powerwrap Limited

Important Dates & Key Offer statistics

Important dates
Prospectus Date

Monday 15 April 2019

Retail Offer opens

Monday 29 April 2019

Retail Offer closes

Friday 3 May 2019

Retail and Institutional Settlement

Thursday 16 May 2019

Issue and transfer of Shares (completion of the Offer)

Friday 17 May 2019

Expected completion of dispatch of holding statements

Monday 20 May 2019

Shares expected to commence trading on the ASX on a normal
settlement basis

Thursday 23 May 2019

Note: This timetable is indicative only and may change. Unless otherwise indicated, all times are stated in Melbourne Time. The Company by
agreement with the Joint Lead Managers, reserves the right to vary any and all of the above dates and times without notice (including, subject
to the Listing Rules and the Corporations Act, to close the Offer early, to extend the Closing Date, or to accept late Applications or bids, either
generally or in particular cases, or to cancel or withdraw the Offer before Settlement, in each case without notifying any recipient of this
Prospectus or Applicants). If the Offer is cancelled or withdrawn before the allocation of Shares, then all Application Monies will be refunded
in full (without interest) as soon as possible in accordance with the requirements of the Corporations Act. Investors are encouraged to submit
their Applications as soon as possible after the Offer opens. No cooling-off rights apply to the Offer. The admission of the Company to the
Official List and the commencement of quotation of the Shares are subject to confirmation from ASX.
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Important Dates & Key Offer statistics continued

Key offer statistics
Offer Price

$0.35 per Share

Total proceeds of the Offer

$17.4 million

Total number of existing Shares on issue1

151.5 million

IPO Shares to 8 Partners Investments2

11.4 million

Shares offered under this Prospectus
Sale Shares (existing Shares)
New Shares

6.9 million
42.9 million

Total number of Shares offered under the Offer

49.8 million

Total number of Shares on issue at completion of the Offer

205.8 million

Market Capitalisation at the Offer Price3

$72.0 million

Enterprise Value at the Offer Price4

$49.1 million

Pro forma forecast FY19 Platform and Other Revenue5

$16.0 million

Pro forma forecast FY20 Platform and Other Revenue6

$19.4 million

Enterprise Value to pro forma forecast FY2019 Platform and Other Revenue

3.1x

Enterprise Value to pro forma forecast FY2020 Platform and Other Revenue

2.5x

Market Capitalisation to pro forma forecast FY2019 Platform and Other Revenue

4.5x

Market Capitalisation to pro forma forecast FY2020 Platform and Other Revenue

3.7x
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How to invest
Applications for Shares can only be made by completing and lodging the Application Form attached to
or accompanying this Prospectus.
Instructions on how to apply for Shares are set out in Section 7 and on the back of the Application Form.

1.

Fully paid ordinary shares on issue only. Performance rights and options not included. See section 7.4 for further details.

2. On Listing 8 Partners Investments (a company owned and controlled by members of Escala management) is entitled to receive an issue
of shares to the value of $4m (11.4 million shares at $0.35 per share) and the issue of 400,000 options. See section 9.6.3 for further details.
3. Equal to the total number of Shares on issue at completion of the Offer multiplied by the Offer Price.
4. Enterprise Value calculated as Market Capitalisation less Pro Forma net cash as at 31 December 2018 of $22.9m (consisting of Pro Forma
Cash at Bank of $17.4m and Term deposits of $5.5m). see section 5.9 for further details.
5. Pro forma forecast FY19 Platform and Other Revenue calculated as Platform revenue of $15.4m plus Other revenue of $0.6m and represents
total revenue excluding R&D income (see section 5.4 for further details).
6. Pro forma forecast FY20 Platform and Other Revenue calculated as Platform revenue of $18.8m plus Other income of $0.6 and represents
total revenue excluding R&D income (see section 5.4 for further details).

1.
Investment
Overview
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1. Investment Overview

1.1 Introduction
Topic

Summary

Who is Powerwrap?

Powerwrap is an innovative technology service provider operating
in the Australian financial investments market (which includes
managed funds, direct investments and term deposits, but not
direct property investments).

For more
information
Section 3

Powerwrap has developed a specialised platform used by groups
of financial advisers, wealth managers, brokers and accountants
(Wealth Advice Groups) to manage and administer the investment
portfolios of their clients, including in particular High Net Worth
(HNW) investor portfolios.
Powerwrap currently services Funds Under Administration
(FUA) of $7.6 billion for the underlying investor clients of over
255 financial advisers, which amounts to over 5,000 individual
client platform accounts.
Powerwrap’s headquarters are in Melbourne, with an office
in Sydney.
What is a platform?

A platform is a technology-based service that enables financial
advisers within Wealth Advice Groups to administer and manage
their investor clients’ investment portfolios.

Sections 2 & 3

A range of financial assets and investments can be administered
through a platform including:

08

• Retail managed funds;
• Wholesale managed funds;
• ASX listed securities;
• International securities;
• Cash and fixed interest; and
• Model portfolios.
A platform also provides reporting and analysis tools to help Wealth
Advice Groups and their investor clients track the investment
performance of their portfolios and produces their annual
taxation reports.
What products
are provided
by Powerwrap?

Powerwrap provides two primary accounts to Wealth Advice Groups
and their underlying investor clients:
• The Powerwrap Investment Account, which is ASIC-regulated and
available to individuals holding assets directly (or via custodians)
and to self-managed super funds (SMSFs). These accounts
represent $7.35 billion (97%) of Powerwrap’s FUA; and
• The Powerwrap Superannuation and Pension Account providing
investors in accumulation phase and those in pension phase with
an APRA compliant product. These accounts represent $230 million
(3%) of Powerwrap’s FUA.

Section 3

Topic

Summary

What is the purpose
of the Offer?

The Offer is being conducted to raise funds which will allow
Powerwrap to:

For more
information
Section 7

• Pursue its growth strategy and continue development of the
Powerwrap Platform;
• Provide an opportunity for Existing Shareholders to monetise
all or part of their investment;
• Strengthen its balance sheet; and
• Pay all costs of the Offer.

1.2 Overview of the Investment Platform market
For more
information

Topic

Summary

What industry
does Powerwrap
operate in?

Powerwrap operates in the Investment Platform market, a high
growth sub-set of the Australian financial investments market.

Section 2

The Investment Platform market in Australia had total funds under
administration of $854 billion as at 30 June 2018 and is projected to
grow at 9% per annum over the next 5 years (between 30 June 2018
and 30 June 2023).
09

This market has traditionally been dominated by Large Financial
Institutions (such as the major banks) however in recent years
platform providers such as Powerwrap which are not part of Large
Financial Institutions (Challenger Platforms) have entered the market
and achieved significant growth.
What are the key
drivers of growth
in the Investment
Platform market?

The key factors driving the growth of the Investment Platform
market (and the market share of the Challenger Platforms in
particular) include:

Section 2

• Increasing awareness among investors of the value of financial
advice in helping them realise their financial goals and objectives;
• The growing number of HNW investors in Australia, who require
access to a broader range of investments than may be available
through traditional institutions;
• The increasing sophistication and professionalism of financial
advisers and the improved systems and tools that are now available
for managing and administering their investor clients’ portfolios;
• Increased regulation that has driven greater transparency on the
fees and charges for financial advice; and
• The impact of the Financial Services Royal Commission on Large
Financial Institutions in particular.

Powerwrap Limited Prospectus

1. Investment Overview continued

For more
information

Topic

Summary

Who does
Powerwrap
compete with?

Participants in the Investment Platform market fall into two key
groups; the platforms operated by Large Financial Institutions and
Challenger Platforms.

Section 3

The Investment Platform market has traditionally been dominated
by the Large Financial Institutions. Their market share was 84% as
at 30 June 2018 but has been declining over time.
Challenger Platforms represented 9% of the Australian investment
platform market (as at 30 June 2018) and have grown at a CAGR
of 25% between FY16 and FY18.
Powerwrap is classified as a Challenger Platform and its primary
competitors also operate within this category. Its main Australian
competitors include Netwealth and Hub24.

Powerwrap
Market share
$7.1 billion FUA
(26% FY16-FY18
CAGR)

Challenger
Platform market
$79 billion
(25% FY16-FY18
CAGR)

Investment
Platform market
$854 billion
(10.8% FY16-FY18 CAGR)
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1.3 Overview of Powerwrap’s key features
Topic

Summary

For more
information

What functionality
does Powerwrap’s
Platform provide?

The Powerwrap Platform provides:

Section 3

• Complete administration of custodial and non-custodial holdings;
• Clearing, execution and settlement on a wide range of asset
classes, including international equities;
• Investment implementation for asset types including SMAs;
• Full asset and taxation reporting (including on non-custody assets);
• Daily reconciliation and mailbox service;
• Corporate actions management;
• Adviser fee collection and remittance; and
• Full payment facilitation including to third parties.

7.

Diagram not to scale.

For more
information

Topic

Summary

Who are
Powerwrap’s
clients?

Powerwrap’s clients are primarily Wealth Advice Groups whose
advisers and wealth managers provide advice to their investor clients
on superannuation, financial products generally and other aspects of
wealth management and planning.

Section 3

The key segments targeted by Powerwrap include:
• Wealth managers and advisers to HNW investors who typically
have a broad range of assets in their portfolios;
• Traditional stock broking firms moving away from the purely
transactional business of buying and selling securities to more
tailored wealth management advice and solutions;
• Accounting firms which are seeking to broaden their investor client
relationships by expanding into wealth management services; and
• Financial planners who advise both HNW investors and retail clients.
Escala is the largest of Powerwrap’s Platform clients. As at
December 2018, Escala represented 41% of Powerwrap’s annual
revenue. An exclusive 6-year contract was put in place with Escala
in December 2017, resulting in a stable platform revenue stream.
What is
Powerwrap’s
revenue model?

Section 3

Powerwrap’s revenue sources include:
• Administration fees – Fees relating to the administration of assets
held in an investor client portfolio
• Transaction fees – Domestic and international brokerage fees,
share settlement fees, transaction fees, model portfolio brokerage
fees, term deposit transaction fees
• Ancillary fees – Other Platform-related fees which include margin
on client cash held on the Platform, fund manager service fees, model
manager participation fees and fees for shared services provided.
Approximately 70% of Powerwrap’s revenue is recurring and
comprises account administration, product and other nontransactional fees.

Powerwrap Limited Prospectus
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1. Investment Overview continued

Topic

Summary

What are
Powerwrap’s
key costs?

Powerwrap incurs various costs in the delivery of its Platform
service, including:

For more
information
Section 3

• Portfolio administration – Powerwrap uses third-party providers
for back office administration and reporting services
• Brokerage – Powerwrap uses a clearing and settlement provider
to facilitate trades in domestic and international listed securities
• Custody – Powerwrap uses a number of custodians to hold
a variety of asset types offered through the Platform
• Development costs – Powerwrap incurs technology costs for the
continued development of the Platform and its proprietary Hive
adviser portal
• Employment and administration costs – a significant proportion
of Powerwrap’s costs relate to employees. The introduction of
Powerwrap’s clients and their subsequent maintenance and
retention requires staff across different functions.
The Powerwrap Platform has been built to generate economies
of scale as the value of FUA held on the Platform increases. This
scalability is expected to deliver a reduction of operating costs
(including employee and administration expenses) as a percentage
of revenue as Powerwrap continues to grow over the forecast period.
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What is
Powerwrap’s
competitive
advantage?

Powerwrap’s Platform offers a number of features specifically aimed
at Wealth Advice Groups with HNW investor clients. These include:
• Access to a diverse range of investments suitable for HNW
investors. These include wholesale managed funds, international
listed securities and model portfolios
• A streamlined Platform application process providing access to a
broad range of domestic and international assets through a single
application form for each product
• A HIN-based structure so HNW investors can hold ASX-listed
securities directly in their own name rather than via a custodian
• An in-house intermediary and trading desk that engages directly
with Wealth Advice Groups and financial advisers to offer a broad
range of execution services across domestic and international
listed securities.

Section 3

Topic

Summary

For more
information

What is
Powerwrap’s
approach to
technology?

Powerwrap’s approach to technology:

Section 3

• Uses a combination of proprietary technology and third-party
software providers;
• Is open architecture, using best-of-breed providers overseen
by Powerwrap’s technology team;
• Operates an integrated platform through Hive, a user interface
developed and operated by Powerwrap; and
• Uses in-house user experience designers to ensure the Hive portal
is intuitive and easy to use.
Powerwrap constantly refines and enhances its technology in
response to customer feedback, industry trends and shifts in the
regulatory landscape.

What is
Powerwrap’s
growth strategy?

Section 3

Powerwrap aims to drive future growth by:
• Focusing sales and marketing efforts on Wealth Advice Groups
who primarily advise HNW investors;
• Attracting groups of financial advisers away from Large Financial
Institutions through Tickr, a turnkey service offering including
premises, licensing, compliance support, AFSL transition, trade
execution and corporate action services; and
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• Increasing penetration of its existing client base.

1.4 Investment highlights
For more
information

Topic

Summary

Attractive industry
with structural
tailwinds

The Australian financial investments market had total assets under
administration of $4.1 trillion at 30 June 2018.

Section 2

The Investment Platforms market had assets under administration
of $854 billion at 30 June 2018 and is projected to grow at 9% per
annum over the next 5 years.
Large Financial Institutions make up 84% of the Investment Platform
market. However, from FY16 to FY18 total assets held on Challenger
Platforms grew at a CAGR of 25% compared to the broader
Investment Platform market which grew at a CAGR of 10.8%.
Powerwrap expects that Challenger Platforms will continue to grow
market share for some time.
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1. Investment Overview continued

Topic

Summary

For more
information

Targeting High Net
Worth investors

Powerwrap’s Platform is tailored specifically for HNW investors.

Sections 2 & 3

The HNW investor market in Australia comprises over 460,000
investors and $1.96 trillion in assets (including investment property).
HNW investor clients typically generate more revenue per account
than retail investor clients as a result of the size of their portfolios.
Powerwrap’s Platform provides access to an industry-leading range
of investment options for sophisticated HNW investors.
Powerwrap is well positioned to serve Wealth Advice Groups with
HNW investor clients through facilitating securities holdings using
the client’s own HIN (which is often the preference of HNW investors).

Track record
of FUA and
revenue growth

Powerwrap has a track record of strong FUA and revenue growth:

Sections 3 & 5

• $7.6 billion Funds Under Administration (FUA) as at end of
March 2019;
• 22% FUA CAGR between FY 2016 and FY 2020 forecast; and
• 26% revenue excluding R&D income CAGR between FY 2016
and FY 2020 forecast.
Powerwrap’s revenue streams are diversified across portfolio
administration, transactional, cash margin and product fees.
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High quality,
well established
client base

Powerwrap has a quality, well-established client base of over 120
AFSL holders, comprising over 255 financial advisers and wealth
managers managing approximately 5,000 underlying investor
client accounts.

Section 3

Breakaway groups of financial advisers who were formerly part
of larger Wealth Advice Groups form the core of Powerwrap’s
client base.
Powerwrap’s largest client (by revenue), Escala, announced in
February 2019 that it would join the Focus Financial Partners Inc
(Nasdaq: FOCS) (Focus Financial) partnership. As a result of the
closing of this transaction on 1 April 2019, Escala became an indirect,
wholly-owned subsidiary of Focus Financial.
As a partner of Focus Financial, Escala will have access to the M&A
expertise and certain capital resources of Focus Financial with the
goal to expand Escala’s HNW footprint in Australia. Powerwrap
expects to benefit from the potential future growth achieved by
Escala as a result of the exclusive 6-year platform service agreement
signed by Escala and Powerwrap in December 2017.
Strong and
experienced
management team

Powerwrap has a strong and experienced management team with:
• A proven track record building funds management and wealth
management platforms (with multi-billion-dollar funds
under administration);
• Institutional grade credentials; and
• Extensive experience driving platform development specifically
targeting HNW investors.

Section 6

1.5 Summary of key risks
For more
information

Topic

Summary

Competition

The industry in which the Company operates is a competitive market,
and it is expected that this market will remain competitive. The
Company’s position in the market is dependent on several factors
and could change. Increased competition may adversely affect the
Company’s business, financial performance and financial condition.
Some of the factors that may impact on the Company’s performance
include the following:

Section 4

• the range of products available through the Powerwrap Platform
relative to competitors;
• commercial factors including pricing;
• ability to keep up with technological or regulatory change; and
• ability to respond to changing preferences of Powerwrap’s clients
and their underlying investor clients.
Regulatory
environment

The Company operates both a registered managed investment
scheme and a licenced financial advice service. Both are subject to
regulations, laws, standards and practices. The Company and MWH
(its wholly owned subsidiary) each hold an AFSL required for the
conduct of their regulated activities. Non-compliance with laws or
regulations applying to the Company or MWH may result in the
Company or MWH being unable to operate its business, being
issued with fines or other penalties arising from regulatory action
and reputational damage.

Section 4
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Research and
development
tax incentive

The Company has made claims under the research and development Section 4
tax incentive provided by the Australian Government. There is a
risk that the Australian Taxation Office or Innovation and Science
Australia could form a different view to the Company about its claims.
If this were to occur, the Company may need to further substantiate
its position and it is possible that it could incur a tax liability.

Customer contracts:
change of control

Some of the customer contracts that the Company has entered
into with Wealth Advice Groups contain a right for the customer to
terminate the contract where the Company is subject to a ‘change
of control’ event. If a change of control were to occur and a customer
terminated a material contract, the Company’s business, financial
condition and financial performance may be adversely impacted.
The Company’s listing does not constitute a ‘change in control’ in
relation to these contracts.

Section 4
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For more
information

Topic

Summary

Regulatory reform

The Company conducts its business within a registered managed
investment scheme environment, and within the environment of
financial services law more generally in relation to the products it
offers its underlying investor clients. Changes to laws, regulations,
standards and practices applicable to the industry in which the
Company operates could adversely impact its business.

Section 4

Key personnel

The Company relies on a number of key personnel to conduct the
business. If such key personnel were to leave the business or for
other reasons could not perform their duties, and there was an
inability to recruit suitable replacements, this could result in an
inability to continue to promote or operate the Company’s business.

Section 4

Reliance on thirdparty suppliers

The Company utilises a range of third-party suppliers, including
Praemium and other IT suppliers that are necessary for the effective
performance, reliability and availability of the Platform, third-party
data centres and communication systems. The Company could face
business interruption, brand and reputational risk if any of these
parties fail to perform and undertake their obligations.

Section 4

The Company is party to a Relationship Agreement with Praemium,
pursuant to which Praemium provides the Company with its book
of records system which includes investor portfolio valuations,
transaction history, cost bases and reporting. The Relationship
Agreement is currently on rolling terms of one year terminable by
six months’ prior written notice by either party. If the Relationship
Agreement is terminated for any reason and an alternative provider
is not found in a timely manner or on similar commercial terms, the
Company may not be able to provide customers with access to the
Platform and its operations, earnings and financial condition could
be adversely impacted.
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Technology and
cyber-security risks

The Company relies on online technology solutions provided by
a range of third-party suppliers, including Praemium and other IT
suppliers, to operate the Platform and its business more generally.
There is a risk of disruption of Platform services due to factors that
are outside the control of the Company. Such a disruption could
result in a loss of Powerwrap clients and adversely impact the
Company’s reputation, operation of the business, financial condition
and financial performance.
Whilst the Company has robust measures in place to protect its
technology, systems and information from unauthorised access,
there is a risk of cyber-security breaches which could lead to loss,
theft or corruption of data. This could render the Platform unavailable
for a period of time and the unauthorized disclosure of client data.

Section 4

Topic

For more
information

Summary

Disruption of
There is a risk of disruption of Platform services due to an inability
platform technology of the system to handle increases in the volume of clients and
transactions or errors or omissions that may occur in performing
certain tasks and transactions.

Section 4

In addition, if a force majeure event were to occur, this could affect
the systems and in turn the clients of, or suppliers to, the Company.
Reputational
damage

The Company’s brand is important in attracting and retaining its
clients. There is a risk that the brand may be tarnished by incidents
such as negative publicity, a data security breach or one-off
unforeseen events that negatively impact the Company’s operations.

Section 4

Failure to execute
the Company’s
growth strategy

To the extent the Company is not able to execute its planned growth
strategy, including the realisation of economies of scale, as outlined
in this Prospectus, its business and financial prospects may be
adversely impacted.

Section 4

Failure to retain
existing clients and
attract new clients

A failure to retain existing clients could adversely impact the
Company’s business, financial condition and financial performance.
Furthermore, a failure to attract new clients could adversely impact
the Company’s ability to meet financial growth targets. This is
especially true of Escala given the relative importance of that client
in terms of FUA and revenue.

Section 4

The Company operates in a competitive market and develops
strategies to maintain and grow its market share. However, the
Company’s market share may decrease if the Company does
not remain competitive or does not respond adequately to
developments or demands of the market.

Section 4

Loss of
market share
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Failure of processing There is a risk that the processes associated with the Company’s
control systems
internal compliance and processing systems may fail, become
outdated or that the people or systems responsible for these
processes may not perform.
There is also a risk that, as the Company is rapidly expanding, its
operations may increase to the extent that the processes cannot
adequately respond to the Company’s scale.
The Company may need to respond to this by deploying additional
resources or restructuring its operations and may not be able to
offer its bespoke service offering to its clients in these circumstances.
Such a failure or disruption to the Company’s control systems could
result in a loss of clients and adversely impact the Company’s
reputation, operation of the business, financial condition and
financial performance.
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1.6 Summary of key financial information
For more
information

Topic

Summary

What is
Powerwrap’s key
historical and
forecast financial
information?

The Financial Information presented below contains a selected
summary of Powerwrap’s Pro Forma Historical Financial Information,
Pro Forma Forecast Financial Information, Statutory Historical
Financial Information and Statutory Forecast Financial Information.
Investors should read this information in conjunction with the more
detailed discussion of the Financial Information set out in Section 5,
including the assumptions, management discussions and analysis
and sensitivity analysis as well as the key risks set out in Section 4.
Selected Pro Forma Financial Information1
Pro Forma Historical1

A$ million
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1.

FY17

Pro Forma Forecast1

FY18 H1 FY19

FY19

FY20

Platform revenue

11.3

14.1

7.8

15.4

18.8

Other revenue

0.6

0.8

0.2

0.6

0.6

R&D Income

3.5

2.5

0.8

1.5

1.5

Total revenue

15.4

17.4

8.8

17.5

20.9

EBITDA (before
share based
payments)2

(4.5)

(2.3)

(2.1)

(5.2)

(3.0)

Loss after
income tax

(4.6)

(2.9)

(2.9)

(6.4)

(4.0)

The Pro Forma Historical Financial Information, Pro Forma Forecast Financial
Information, Statutory Historical Financial Information and Statutory Forecast
Financial Information included in this Prospectus have been prepared on the bases
described in Section 5 of this Prospectus.

2. EBITDA (before share based payments) is earnings before share based payments,
interest, taxation, depreciation and amortisation.

Selected Statutory Financial Information1
Statutory Historical1

A$ million

1.

FY17

Statutory Forecast1

FY18 H1 FY19

FY19

FY20

Platform revenue

11.3

14.1

7.8

15.4

18.8

Other revenue

0.6

0.8

0.2

0.6

0.6

R&D Income

3.5

2.5

0.8

1.5

1.5

Total revenue

15.4

17.4

8.8

17.5

20.9

EBITDA (before
share based
payments)2

(6.0)

(9.2)

(1.9)

(6.0)

(3.0)

Loss after
income tax

(8.7)

(9.7)

(2.7)

(7.2)

(4.0)

The Pro Forma Historical Financial Information, Pro Forma Forecast Financial
Information, Statutory Historical Financial Information and Statutory Forecast
Financial Information included in this Prospectus have been prepared on the bases
described in Section 5 of this Prospectus.

2. EBITDA (before share based payments) is earnings before share based payments,
interest, taxation, depreciation and amortisation;

Section 5

Topic

For more
information

Summary

What has been
the growth in
Powerwrap’s key
operating ratios?

Pro Forma Historical1

A$ million

FY17

FY18 H1 FY19

FY19

FY20

FUA (end of
period)2

5,837

7,123

7,285

7,549

9,833

FUA growth (%)3

30%

22%

2%

6%

30%

Net FUA flows
(eop) ($ million)4

1,187

669

456

720

2,284

Platform and
Other Revenue
growth (%)5

54%

25%

44%

7%

21%

Platform and
Other Revenue per
account ($)6

2,336

2,810

1,555

3,201

3,460

Total Expenses/
Platform and Other
Revenue (%)7

167%

132%

138%

142%

123%

0.34%

0.28%

0.15%

0.30%

0.24%

Total Expenses/
FUA (%)8
1.

Pro Forma Forecast1

Section 5
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The Pro Forma Historical Financial Information, Pro Forma Forecast Financial
Information, Statutory Historical Financial Information and Statutory Forecast
Financial Information included in this Prospectus have been prepared on the bases
described in Section 5 of this Prospectus.

2. FUA represents total client funds on the Company’s Platform at the end of the period.
3. FUA growth is the percentage growth in client funds on the Company’s Platform in
each period.
4. Net FUA flows represent the new funds added to the Platform each period less the
FUA withdrawn by clients and excludes the effect of any movement in the market
value of the assets on the Platform.
5. Platform and Other revenue growth (%) is the percentage growth in revenue received
by the Company for administering the Platform, executing client transactions,
proprietary trading and shared services.
6. Platform and Other Revenue per account ($) is the platform and other revenue
divided by the average number of accounts held during that period, where average
number of accounts is calculated as a quarterly average of accounts held for
each year.
7. Total Expenses/Platform and Other Revenue (%) is calculated as of total expenses
divided by platform and other revenue for the year.
8. Total Expenses/FUA (%) is calculated as of total expenses divided by the FUA (eop)
for the year.

How does
Powerwrap
expect to fund
its operations?

Powerwrap expects to fund its operations through funds raised from
the Offer.

Section 5

The Directors believe that the Company will have sufficient working
capital to carry out its stated business objectives.
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For more
information

Topic

Summary

What is the
Company’s
dividend policy?

The Board does not currently intend to declare a dividend in FY19
or FY20. The timing of the commencement of payment of dividends
will be dependent on the future profitability of the Company.

Section 5

The Powerwrap Board will review this policy as appropriate and the
declaration and amounts of any dividends are at the sole discretion
of the Powerwrap Board. In making a decision concerning dividends,
the Powerwrap Board will take into account Powerwrap’s earnings
for the period, future capital requirements and other relevant factors
such as the outlook for the Company.
What are the uses
of the funds?

Section 7

The purpose of the Offer is to raise funds which will allow
Powerwrap to:
• Pursue its growth strategy and continue development of the
Powerwrap Platform;
• Provide an opportunity for Existing Shareholders to monetise all
or part of their investment;
• Strengthen its balance sheet; and
• Pay all costs of the Offer.
Source of funds
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$m

%

Use of Funds

$m

%

$6.6m

38%

Offer
proceeds
from the issue
of new shares

15.0

86%

Capex
(primarily
Hive
development)

Offer
proceeds
from the sale
of Existing
Shares

2.4

14%

Working
Capital

$6.3m

36%

Acquisition
of shares
from Selling
Shareholders

$2.4m

14%

$2.1m

12%

$17.4m

100%

Costs of
the Offer
Total

$17.4m

100%

Total

Topic

Summary

For more
information

Powerwrap capital
structure on
completion of
the Offer

On Completion of the offer, the Company will have on issue;

Section 7

• 205.8 million ordinary Shares
• 4.1 million performance rights
• 0.4 million options
and there will be no classes of share on issue other than fully paid
ordinary Shares.
Capital Structure
(post-consolidation)
and Pro forma Ownership*

At Prospectus
Date

At Completion
of the Offer

Shareholders

Shares
(m)

%

Shares
(m)

%

Directors and
Management

5.3m

3.5%

5.3m

2.6%

146.2m

96.5%

139.3m

67.7%

11.4m

5.5%

49.8m

24.2%

205.8m

100%

Existing shareholdings
8 Partners Investments
New shareholdings
Total Shares

151.5m

100%
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Capital structure
Securities

Shares currently on issue
IPO shares to 8 Partners Investments
New Shares issued
Total Shares on issue following Listing
Unlisted unexercised performance
rights on issue following Listing
Unlisted options on issued
on IPO following Listing
Total securities on issue
(fully diluted) following Listing

%

151.5m

73.6%

11.4m

5.5%

42.9m

20.9%

205.8m

100%

Up to 12m
0.4m
Up to 218.2m
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1.7 Directors and key management
Topic

Summary

For more
information

Who are the
Directors and key
management?

Anthony Wamsteker – Non-Executive – Chairman

Section 6

Anthony has been a Non-Executive Director of the Company since
August 2017 and the Chairman since January 2018.
He has 35 years’ experience in financial services including nine
years as the founding CEO of ME Bank and 12 years in the Funds
Management division of National Mutual/AXA.
Richard Loveridge – Non-Executive Director
Richard has been a Non-Executive Director of the Company since
October 2017.
He has extensive experience in the corporate advisory field including
IPOs and capital raisings, mergers and acquisitions and joint ventures.
He currently sits on the board of ASX-listed Capitol Health.
Donna Hardman – Non-Executive Director
Donna has been a Non-Executive Director of the Company since
January 2019.
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She has extensive experience in technology-based transformation
across the financial services sector. She currently sits on the Board,
Audit & Risk Committee and chairs the Remuneration Committee
of ASX-listed company Villa World Limited. In addition, she is an
independent member of the Audit and Risk Committee for the
Department of Foreign Affairs and Trade and an independent
member of the Audit and Risk Committee for the Civil Aviation
and Safety Authority.
William Davidson – Chief Executive Officer
William’s previous roles include Chief Executive Officer of Bennelong
Wealth Partners and Chief Operating Officer of Bangarra, one of
the largest single family offices in Australia. Previously, he built a
400-person digital and advertising group with offices in seven
countries that was successfully sold to a NASDAQ-listed company.
Bruce MacDougall – Chief Financial Officer
Bruce is a CPA with over 30 years’ experience in the financial services
industry. Previously he was the CFO at Netwealth and also had 11 years
as CFO at Colonial First State and 2 years as CFO at Summit, AXA’s
wrap platform.
James Edmonds – Chief Operating Officer
James has had a long career with a number of top tier firms including
State Street, Deutsche Bank and more recently, Morgan Stanley.
He has worked in Europe and the U.S.A. As Head of Investment
Platforms, James was responsible for building Morgan Stanley
Australia’s global SMA solution and managed key relationships with
Praemium and Ausmaq.

Topic

Summary

For more
information

Who are the
Directors and key
management?
continued

Wes Gillett – Head of Sales

Section 6

Wes is a leader in the platform segment with over 25 years
experience in this space. Wes has lead a number of sales teams,
most recently as Head of Sales and Distribution for HUB24 where he
grew HUB24 from a $400M FUA business to over $6 Billion FUA in
around 4 years. Prior to HUB24, Wes had a 12 year career at Asgard.
Libby O’Farrell – General Manager Product & Client Experience
Libby has over 18 years’ experience in financial services with
organisations such as AMP Securities in Japan and ANZ Banking
Group across the Institutional, Private Banking and Retail divisions.
Her focus is on the continuous enhancement and development
of the Powerwrap offering.
Will Cole – Head of Risk and Compliance
Will is a risk and compliance specialist with 17 years’ experience in
the financial services sector. Previous roles include Management
Consultant at Accenture, Private Client Adviser at Bell Potter
Securities, Head of Risk and Compliance at Intersuisse and Head
of Risk & Compliance at Phillip Capital.
Julian de Crespigny – Head of Commercial & Product Development
Julian has 30 years’ experience in the local finance and stockbroking
industry as Merrill Lynch Equities Director, BT Financial Group Equities
Director, Deutsche Bank Equities Associate Director, Macquarie
Private Bank.
Tracey May – Head of Human Resources
Tracey has extensive experience in senior HR positions across finance
and professional services, sport and hospitality, not for profit, global
pharmaceuticals and healthcare. Her expertise lies in organisational
& cultural change, executive coaching, recruiting, L & D, strategic
planning, employee relations and generalist HR consulting.

Powerwrap Limited Prospectus
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1.8 Significant interests of key people and related party transactions
For more
information

Topic

Summary

Who are the
Company’s key
Shareholders and
what will their
interest be on
Completion of
the Offer?

The Shareholdings of each of the key Existing Shareholders as
at the Prospectus Date and their expected ownership of Shares
at the Completion of the Offer is shown in the table below:
At Prospectus
Date

At Completion
of the Offer

Shares
(m)

%

Shares
(m)

%

Nelcan Pty Ltd

12.4m

8.2%

13.4m

6.5%

NGE Capital Limited

11.9m

7.9%

5.0m

2.4%

Regal Funds Management
Pty Limited

11.0m

7.2%

19.5m

9.5%

Other shareholders

116.2m

76.7%

167.9m

81.6%

Total

151.5m

100.0%

205.8m

100.0%

Existing Shareholder
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Section 6

What are the related Powerwrap has not entered into any related party transactions.
party transactions
Powerwrap has
entered into?

Section 6

What are the
Directors’
Shareholdings?

Section 6

Director
Richard
Loveridge

Shares on
Completion of the
Offer

0

0

0

0

0

Anthony
Wamsteker 2,740,000

1.81%

2,740,000

1.33%

0

0

0

0

0

1.81% 2,740,000

1.33%

Nil

Donna
Hardman

Total
What escrow
restrictions are
expected to apply
following Listing?

ShareShares on holding on
Prospectus Prospectus
Date
Date (%)

ShareOptions
holding on
held on
Completion Compleof the Offer tion of the
(%)
Offer

0

2,740,000

The Company believes that following completion of the Offer
and the ASX Listing of the Company, up to 13,666,895 Shares
(including Shares held by Directors, 8 Partners Investments and
NGE Capital Limited) representing approximately 6.64% of Shares
on issue may be subject to some form of restriction arrangement
for up to 24 months under the ASX Listing Rules. Details of those
restriction agreements will be disclosed to the market on the
ASX’s announcements platform prior to commencement of
official quotation of the Shares.

Section 7

For more
information

Topic

Summary

What significant
benefits and
interests are
payable to Directors
and other persons
connected with the
issuer or Offer?

Each Non-Executive Director is entitled to remuneration for the
services they provide to the Company. The Non-Executive Directors
are entitled to the following remuneration:

Sections 6 & 7

• $90,000 (including superannuation, exclusive of GST if applicable)
to the Chairman; and
• $70,000 (including superannuation, exclusive of GST if applicable)
to each Non-Executive Director.
The Directors are not entitled to any additional benefits or interest
connected with the Offer.

1.9 Key terms and conditions of the Offer
For more
information

Topic

Summary

What is the Offer?

The Offer is an Initial Public Offering (IPO) of 49.8 million shares
comprising the issue of 42.9 million New Shares to be issued by the
Company and 6.9 million Sale Shares to be sold by SaleCo, at the
price of $0.35 per Share.

Section 7

Each share issued and allotted or transferred under the Prospectus
will rank equally with all other Shares on issue.
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The Company intends to apply for admission of the Shares to the
official list of the ASX within seven days of the date of this Prospectus.
The Offer is expected to raise $17.4 million.
Who are the issuers
of this Prospectus?

Powerwrap Limited ACN 129 756 850 and Powerwrap SaleCo Pty Ltd
ACN 632 397 990.

Section 7

Will the Shares
be quoted?

The Company will apply to ASX for admission to the official list of
ASX and quotation of Shares on ASX within seven days from the
date of this prospectus under the code PWL.

Section 7

Completion of the Offer is conditional on ASX approving this
application. If approval is not given within three months after such
an application is made, the Offer will be withdrawn, and all
Application Monies received will be refunded without interest
as soon as practicable in accordance with the requirements of
the Corporations Act.
How is the Offer
structured?

Section 7

The Offer comprises:
• The Retail Offer, consisting of the Broker Firm Offer; and
• The Institutional Offer, which consists of an invitation to acquire
Shares made to Institutional Investors.

What is SaleCo?

SaleCo is a special purpose vehicle established to enable Selling
Shareholders to sell part or all of their investment in the Company
through the Offer.

Section 7
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For more
information

Topic

Summary

Is the Offer
underwritten?

Yes, the Offer is fully underwritten by the Joint Lead Managers.
A summary of the Underwriting Agreement, including termination
events, is included in section 9.5.

Section 7

How can I apply?

Broker Firm Applicants may apply for Shares by completing an
Application Form and lodging it with the Broker who invited them
to participate in the Offer.

Section 7

There is no general offer available.
To the extent permitted by law, an Application by an Applicant under
the Offer is irrevocable.
When will I receive
confirmation that
my application has
been successful?

It is expected that initial holding statements will be dispatched by
standard post on or about Monday 20 May 2019.

Section 7

What is the
allocation policy?

The allocation of Shares between the Broker Firm Offer and the
Institutional Offer will be determined by the Joint Lead Managers in
consultation with the Company, having regard to the allocation policy
outlined in sections 7.8 and 7.9.

Section 7

With respect to the Broker Firm Offer, it is a matter for the Brokers
how they allocate Shares among eligible retail clients. For further
information on the Broker Firm Offer, refer to section 7.8.
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The allocation of Shares among applicants in the Institutional Offer
will be determined by the Joint Lead Managers in consultation with
the Company. For further information on the Institutional Offer, refer
to section 7.9.
Is there any
brokerage,
commission or
stamp duty payable
by applicants?

No brokerage, commission or stamp duty is payable by Applicants
on acquisition of Shares under the Offer.

Section 7

Will I receive
dividends from
the Company?

The Board does not currently intend to declare a dividend in FY19
or FY20. The timing of the commencement of payment of dividends
will be dependent on the future profitability of the Company.

Section 5

The Powerwrap Board will review this policy as appropriate and the
declaration and amounts of any dividends are at the sole discretion
of the Powerwrap Board. In making a decision concerning dividends,
the Powerwrap Board will take into account Powerwrap’s earnings
for the period, future capital requirements and other relevant factors
such as the outlook for the Company.

For more
information

Topic

Summary

Where can I find
more information
about this
Prospectus or
the Offer?

For more information, please call the Offer Information Line on
1300 737 760 (within Australia) or +61 2 9290 9600 (outside
Australia) from 8.30am until 5.00pm (AEST) Monday to Friday.

Can the Offer be
withdrawn?

The Company reserves the right not to proceed with the Offer at any
time before the issue or transfer of Shares to successful applicants.

Corporate
Directory

If you are unclear in relation to any matter or are uncertain as
to whether the Company is a suitable investment for you, you
should seek professional guidance from your solicitor, stockbroker,
accountant or other independent and qualified professional adviser
before deciding whether to invest.
Section 7

If the Offer does not proceed, Application Monies will be
fully refunded.
No interest will be paid on any Application Monies refunded as a result
of not proceeding with the Offer.
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2.
Industry
Overview

2. Industry Overview

2.1 Introduction
Powerwrap operates in the financial investments market within the wealth management industry in Australia.
It provides products and services to financial intermediaries such as wealth managers and financial advisers
to help them manage, grow and protect the wealth of their investor clients.
Powerwrap has developed a platform tailored for High Net Worth (HNW) investors with diverse asset
requirements (Platform).
Platforms provide wealth managers and advisers with an efficient and transparent way to acquire, hold, transact
and administer investments. These investments include Australian and international listed securities, managed
funds open to wholesale and retail investors, term deposits and cash. Platforms also provide functions for
portfolio tracking, performance evaluation and annual report generation. These outputs can be provided
to investors’ accountants for inclusion in their annual tax return.
Wealth managers and financial advisers typically establish a platform account for their investor clients, which
can include superannuation and non-superannuation options.

2.2 The Australian financial investments market
The wealth management industry in Australia covers two broad asset classes: real property and financial
investments. These asset classes are generally held either through superannuation vehicles or nonsuperannuation vehicles.
The superannuation sector consists of wealth accumulated by Australian individuals to provide income and
capital in retirement and is supported by mandatory employer contributions and tax incentives. It comprised
total assets valued at over $2.7 trillion at 30 June 20188.
The non-superannuation sector represents personal wealth accumulated by investors outside the
superannuation sector and comprised total assets valued at over $2.6 trillion at 30 June 20179.
The financial investments market comprises financial products including managed funds, direct investments
and term deposits (but not direct property investment) across both superannuation and non-superannuation
(personal) investments. Powerwrap operates within the financial investments market, which comprised total
assets valued at over $4.1 trillion at June 30 201810. This market grew at a CAGR of 6.6% in the three years to
30 June 2017 and is expected to grow at 7% per annum over the next 15 years11.

2.2.1 The Australian Superannuation System
The superannuation sector, which is a major component of Australia’s financial investments market, comprised
assets worth $2.7 trillion at 30 June 201812, having grown at a CAGR of 13% over the past 2 years.
Superannuation funds receive both mandatory contributions made by employers (on behalf of their employees)
and voluntary or concessional contributions made by the individual. The compulsory contribution rate for
employers for their employees is 9.5%, increasing to 12% by 2025. Individuals may make non-concessional
or voluntary contributions into their superannuation fund from their after-tax income.
Historically, the investments of superannuation funds were made by the trustees of the fund at their discretion,
with members not involved in the investment decisions. Member choice in investment decisions was introduced
to give members the opportunity to select the investment profile most suited to them at their stage of life
or personal financial circumstances. These included investment profiles such as high growth, balanced or
conservative. As superannuation balances increase, members become more aware of their retirement savings
and may seek greater involvement with their investment decisions.
Individuals can achieve a wide range of investment choices by either joining a fund where investment decisions
can be made in accordance with the member’s instructions or by creating their own Self-Managed Super
Fund (SMSF).

8. APRA Quarterly Superannuation Performance Statistics June 2018.
9. Rice Warner Personal Investment Market Projections 2017.
10. Rice Warner Platform Market Analysis Report February 2019 (nominal dollars).
11. Rice Warner Platform Market Analysis Report February 2019.
12. APRA Quarterly Superannuation Performance Statistics June 2018.
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SMSFs are private superannuation funds managed by the individual establishing the fund and regulated
by the Australian Taxation Office. People may choose to use an SMSF structure over an APRA-regulated
superannuation fund because SMSFs can invest in a broader range of assets, including shares, term deposits,
managed funds, real property and alternative assets.
The table below shows the types of funds being utilised in the superannuation sector and the assets under
administration by type.
Superannuation assets by fund type – December 2018
Total assets
($b) Dec 2018

No. funds
Dec 2018

SMSF

726.5

597,009

Retail

589

116

Industry

629.6

38

Public sector

461.5

18

Corporate

54.3

22

Other

192.3

1,829

2,653.2

599,032

Type of fund

TOTAL

Other includes exempt schemes, small APRA funds, balance of life office statutory funds and single-member approved deposit funds and pooled
trusts (for fund numbers, for assets it is included in Total APRA number).
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Source: Quarterly Superannuation Performance Statistics December 2018, APRA.

2.3 The Australian financial advice industry
Financial advisers provide their investor clients with advice and transaction services across a broad range of areas
including investment strategy, loan facilities, taxation and superannuation.
Financial advisers can be direct holders of an Australian Financial Services Licensee (AFSL) or they can be
authorised representatives of an AFSL holder (including as employees or directors) of an AFSL. They can include
financial advisers, accountants, wealth managers, stockbrokers and SMSF advisers.
Powerwrap refers to these parties collectively as wealth managers and financial advisers or advisers, and the
licensees through which they operate as “Wealth Advice Groups”.
Wealth managers and financial advisers are the primary users of platforms including the Powerwrap Platform.
Some of these wealth managers and financial advisers are employed by Large Financial Institutions or
businesses that have a relationship with a Large Financial Institution13. Others operate outside Large Financial
Institutions, typically under their own AFSL or as an authorised representative.
In March 2019 there were over 28,400 financial advisers on the ASIC register authorised under approximately
2,300 AFSLs14. Of these advisers, it is estimated that approximately 8,700 are tied to Large Financial Institutions
and 19,700 are not15.

2.3.1 The evolution of the financial advice industry
The financial advice industry has undergone significant transformation over the past 40 years. Historically, Large
Financial Institutions were the primary providers of advice and also the manufacturers of the products used by
their advisers in the sales process.
Today, the industry is evolving to a fee-for-service model rather than one based on commissions. A number
of Wealth Advice Groups have been established outside the Large Financial Institutions. Some of the Large
Financial Institutions have announced plans to divest their wealth management arms.
13. Major Australian banks and other diversified financial institutions with large shares of the Australian market including ANZ, Westpac, NAB,
CBA, IOOF, AMP and Macquarie.
14. ASIC Financial Advisers dataset as at 14 March 2019.
15. ASIC Financial Advisers dataset as at 14 March 2019.

The key factors driving this shift include:
>> Increasing awareness among investors of the value of financial advice in helping them realise their financial
goals and objectives;
>> The growing number of HNW investors in Australia, who require access to a broader range of investments
than may be available through traditional institutions;
>> The increasing sophistication and professionalism of financial advisers and the improved systems and tools
that are now available for managing and administering their investor client portfolios;
>> Increased regulation that has driven greater transparency on the fees and charges for financial advice; and
>> The impact of the Financial Services Royal Commission on the Large Financial Institutions, including the
heightened scrutiny of the vertically integrated model of certain institutions16.

2.4 The Investment Platform market
Participants in the financial investments market provide services to investors including financial advice,
development and distribution of financial products, asset administration and management, asset custody and
transaction execution. Platforms are increasingly being used as the primary mechanism to deliver these services.
Platforms are technology systems for wealth advisers and investors that simplify the management of multiple
funds and diverse investments in a portfolio.
The Investment Platform market is a substantial subset of the financial investments market, representing
$854 billion of the $4.1 trillion (nominal dollars) assets as at 30 June 2018.
In Australia, the Investment Platform market is predominantly comprised of master trusts, retirement products
and trusts17. As with much of the Australian financial environment, the Investment Platform market is highly
concentrated, with Large Financial Institutions holding most of the market share. Challenger Platforms are
Australian platform operators which are not tied to large conglomerate banks, life insurers or fund managers.
The CAGR achieved by for Challenger Platforms over the FY16 to FY18 period was approximately 2.5 times
higher than the CAGR of the Large Financial Institutions over the same period18.
Powerwrap is a Challenger Platform in the Investment Platform market.
Investment Platform market as at 30 June 2018
The respective sizes (by total FUA) of the Investment Platform market, the Challenger Platform market and the
Powerwrap Platform as at 30 June 2018 are illustrated in the below diagram.
Investment Platform market, Challenger Platforms and Powerwrap FUA – June 2018

Powerwrap
Market share
$7.1 billion FUA
(26% FY16-FY18
CAGR)

Challenger
Platform market
$79 billion
(25% FY16-FY18
CAGR)

Investment
Platform market
$854 billion
(10.8% FY16-FY18 CAGR)

Diagram not to scale.

16. Royal Commission into Misconduct in the Banking Superannuation and Financial Services Industry Final Report.
17. Rice Warner Platform Market Analysis February 2019.
18. Data excludes Managed Accounts/Linear Asset Management.
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2.4.1 Competitive landscape
The Investment Platform market (in terms of total FUA) grew at a CAGR of 10.8% from 30 June 2016 to
30 June 2018 and is expected to grow at a CAGR of 9.4% from 2018 to 202319.
Investment Platform market growth projections
2016

2023F

2018

9.4%
CAGR
10.8%
CAGR

$1,341b

$854b

$695b

Participants in the Investment Platform market generally fall into two key groups; Large Financial Institutions and
Challenger Platforms.
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The Investment Platform Market has traditionally been dominated by the Large Financial Institutions. Their market
share was 84% as at 30 June 2018. While the Large Financial Institutions hold most of the platform market, the
market share of the Challenger Platforms has been growing over recent years as shown in the table below:
FUA market share: Large Financial Institutions vs Challenger Platforms
90%

12.0%

85%

11.0%
10.0%

80%

9.0%

75%

8.0%

70%

7.0%

65%

6.0%
5.0%

60%
2016
Large Financial Institutions (LHS)

2017

2018

Challenger Platforms (RHS)

Source: Rice Warner Platform Market Analysis Report February 2019.

Challenger Platforms represented 9% of the Investment Platform market as at 30 June 2018. They have been
growing at a CAGR of 25% over the past 2 years.
Powerwrap’s market share of the Investment Platform market was 0.8% at 30 June 2018 and its market share of
the Challenger Platform segment was 9%20. Powerwrap’s FUA has grown at a CAGR of 26% from 30 June 2016
to 30 June 2018.

19. Rice Warner Platform Market Analysis Report February 2019.
20. Rice Warner Platform Market Analysis Report February 2019.

2.4.2 Growth in Challenger Platforms
While representing a relatively small proportion of the Investment Platform market, in recent years the Challenger
Platforms have recorded disproportionate growth and net inflows compared with the Large Financial Institutions.
The table below shows the share of net investment flows achieved by Challenger Platforms and Large Financial
Institutions over the 12 months to June 2018:
12 month netflows to June 2018

Challenger Platforms

Large Financial Insitiutions

Other
0%

10%

20%

30%

40%

50%

60%

Source: Strategic Insights Analysis of Wraps, Platform and Master Trust Managed Funds as at June 2018. Hub24 net flows data from published
annual report. Powerwrap data from internal sources.
>> Large Financial Institutions: BT Financial Group, AMP Group, Commonwealth/Colonial Group, National Australia/MLC group, Macquarie
Group, ANZ Wealth Group, IOOF Group.
>> Challenger Platforms: Netwealth, Powerwrap, Hub24.
>> Other: Corporate platforms such as Mercer, State Plus and other.

2.4.3 Investment platform functionality
Benefits of using a platform
The benefits of a platform for advisers include:
>> Automation – The primary benefit is its ability to streamline and automate administrative activities, enabling
advisers to focus on delivering higher quality advice and value-added services to their investor clients;
>> Consolidation – Investor client assets can be held in a single repository, providing a comprehensive snapshot
of an investor client’s assets;
>> Access to product – Advisers can access a wide range of asset classes and investments including:
– Retail managed funds;
– Wholesale managed funds;
– ASX listed securities;
– International securities;
– Cash and fixed interest securities;
– Model portfolios; and
>> Management tools – Access to reporting, compliance, execution and administration (including acting as the
mail house), reducing the advisers’ administrative burden.
Underlying investor clients also benefit from their adviser using a platform. Once an account is established, an
investor can give their adviser portfolio instructions which they can fulfil without any additional documentation
being required. The investor can log in to a single location and view their assets in a single consolidated account.
Platforms also provide an annual report which can be provided to the investor’s tax accountant for use in the
preparation and lodgement of tax returns.
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The diagram below illustrates the operation of the Powerwrap Platform and the interactions between
Powerwrap, the Wealth Advice Group, the advisers and the underlying investor clients.
Platform structure and the relationship between parties
Platform operator
Powerwrap contracts with the Wealth Advice
Group for the provision of platform services.

Wealth Advice Groups
Wealth managers and
advisers operate under
the Wealth Advice
Group’s AFSL.

Wealth managers & advisers
The Wealth manager/adviser and the
underlying investor complete the
Powerwrap account opening form.

Underlying investor
client portfolios

Wealth managers and
advisers manage their
investor client portfolios.
The underlying
investors can access
their Platform account
via and investor portal.

Powerwrap Platform
Client Account
Cash Operating Account
(for trade settlement, payment of
fees and the day-to-day operation
of the account.
Assets
• Managed funds
• Wholesale IM based managed funds
• ASX listed securities
• International listed securities
• Cash and fixed interest
• Term deposits
• Model portfolios

2.4.4 Types of platform products
Platforms can be used for superannuation and non-superannuation products:
>> Superannuation products are generally provided through a trust structure under which a trustee holds assets
on behalf of the members and the members have beneficial ownership of the assets; and
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>> Non-superannuation platform products are typically offered through an Investor Directed Portfolio Service
(IDPS), a managed investment scheme (MIS) or an IDPS-like MIS. IDPS’s are also referred to in the wealth
management industry as a “wrap” account because all investor assets are wrapped into a single account
and reporting structure.
Powerwrap offers both types of products to wealth managers and financial advisers. Powerwrap’s
Superannuation and Pension Account (also referred to as “Powerwrap Superannuation Account” or “SPA”)
was established under a trust structure, is regulated by APRA, and utilises an external trustee. Powerwrap’s
Investment Account (also referred to as “Powerwrap Investment Account” or “PIA”) uses an IDPS-like MIS
structure and can hold assets in the name of the particular entity type requested by the investor (for example,
an individual, company or SMSF).
There is no co-mingling of assets between a Superannuation Account and an Investment Account.

2.4.5 Barriers to entry
The barriers to entry for potential platform operators include:
>> The technological complexity of designing and building a platform that delivers a full range of functionality,
products and services;
>> The technology costs of building a platform and the ability to carry those costs before reaching profitability;
>> The time and cost to attract, hire and retain the appropriately skilled staff;
>> The development time required for completion, testing and launch of the platform;
>> The time required to establish sufficient credentials and a track record in the market;
>> The brand strength and trust required to successfully participate in the existing Investment Platform market;
>> The complexity, cost and workload of complying with a wide range of legal and regulatory requirements
imposed by multiple regulators; and
>> The level of client satisfaction with existing platform offerings in the market, which can make it difficult to
encourage clients to switch to new market entrants.

2.5 Key trends in the platform market and financial advice industry
2.5.1 The move of advisers away from Large Financial Institutions
As the chart below shows, the number of wealth managers and advisers attached to the Large Financial
Institutions is decreasing, indicating that a number of these advisers have either left the industry or are now
operating outside the Large Financial Institutions in non-aligned practices.
Advisers – Large Financial Institutions
10,500

40%

10,000

38%

Influx of advisers prior
to change in Adviser
Education Standards

9,500

36%

LFI adviser nos. (#)

Feb-19

Nov-18

Aug-18

May-18

Feb-18

30%
Nov-17

8,000
Aug-17

32%

May-17

8,500

Feb-17

34%

Nov-16

9,000

LFI adviser market share (%)
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Source: ASIC Financial Adviser dataset as at 14 March 2019.

2.5.2 Technological innovation and evolution of service offerings
Historically, financial advisers and investor clients were attracted to Large Financial Institutions for their brand
strength, scale and breadth of product offering. Challenger Platforms have worked on seeking to achieve
broader product offerings and strong customer service using the latest technology.
Challenger Platforms are typically focussed on the delivery of the platform service as their core business. They
have been proactive in enhancing and developing their offerings as market dynamics and regulations change.

2.5.3 Changing regulatory landscape
The regulatory environment has changed significantly in recent years as governments respond to consumer
concerns and industry structural issues.
Recent changes include:
>> The Financial Services Reform Act in 2001, which stipulated documentation of the financial advice given
by advisers and the remuneration;
>> The Future of Financial Advice (FoFA) reforms in 2012-2013, which prohibited many conflicted remuneration
structures, including commissions and volume-based payments. This legislation also introduced a “Best
Interests Duty” for financial advisers to act in the best interests of their investor clients; and
>> The Professional Standards of Financial Advisers reform of 2017, which imposed compulsory education
requirements for new and existing advisers including the requirement for a professional year for new advisers,
examinations and ongoing professional development.
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The Financial Services Royal Commission handed down its final report in February 2019, tabling 76
recommendations relating to the financial services industry.
Amongst the key recommendations, Recommendation 2.2 recommended (in effect) that a financial adviser
(who is not “independent, impartial or unbiased”) must, before providing personal advice to a retail client, give
to the client a written statement explaining simply and concisely why the adviser is not independent, impartial
and unbiased.
The impact of this will be that advisers employed by or affiliated to Large Financial Institutions will need to
explain to clients if any products they recommend are issued by that same institution. Powerwrap believes
that this will further encourage the movement of financial advisers away from Large Financial Institutions to
non-aligned Wealth Advice Groups, which are Powerwrap’s key target customers.

2.5.4 The value of HNW investors in Australia
An HNW individual is a person with more than $1m of investments and assets, excluding their home, collectibles
and consumer goods such as vehicles.21
The HNW investor segment in Australia comprised more than 460,000 individuals, representing over
$1.96 trillion in assets as at 30 June 2018.22
According to a recent survey, 46% of HNW investors indicated they would use advisers to assist with the
management of their wealth. Among the reasons given are access to a wider range of investments and
technical skills.23
Asset classes invested in by HNW investors are generally broader than for non-HNW retail investors and include
alternative asset classes.
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2.5.5 Alternative asset classes
The demand for alternative assets within portfolio investment strategies is increasing. This asset class grew
30% in the 2016/2017 financial year.24 These types of assets are commonly held through platforms25 and are
particularly popular amongst HNW investors. Alternative assets include private equity funds, venture capital
funds and wholesale managed funds.
Wholesale managed funds typically comprise domestic and international managed funds (or private equity
investments) that allow investors to pool their money with other investors into a single fund that can invest
in alternative assets. These funds are only open to “sophisticated” or HNW investors and are typically offered
via an Information Memorandum (and not by public disclosure document).

21. Investment Trends HNW Investor Report June 2017.
22. Investment Trends HNW Investor Report June 2018.
23. Investment Trends HNW Investor Report June 2017.
24. Rice Warner Personal Investment Market Projections 2017.
25. Rice Warner Personal Investment Market Projections 2017.
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3.1 Powerwrap overview
Powerwrap provides platform products and services to Wealth Advice Groups and their underlying HNW
investor clients. Powerwrap has over 80 employees across offices in Melbourne and Sydney.
The Powerwrap Platform had $7.6 billion in Funds Under Administration (FUA) at the end of March 2019.
Its share of the Australian Investment Platform market was approximately 0.8% at 30 June 2018.
Approximately $7.35 billion (97%) of Powerwrap’s FUA is held in the Powerwrap Investment Account (PIA),
which is predominantly used by HNW investors, including SMSFs. The PIA offers a wide range of asset choices
for use in portfolio construction, including alternative assets suited for High Net Worth investors such as
wholesale managed funds.
The remaining $0.23 billion of the Company’s FUA sits within Powerwrap’s APRA-regulated Superannuation
and Pension Account product (SPA).
At the end of March 2019, the Powerwrap Platform was used by over 120 AFSL financial intermediaries
comprising 25526 active advisers, managing approximately 5,000 underlying investor accounts.
The Board believes that the key opportunities for the Company to continue its growth lie in its ability to respond
to the recent trends in the wealth management industry, including:
>> the shift towards Challenger Platform providers;
>> the size of the HNW investor market in Australia; and
>> the interest of HNW investors and their advisers in alternative asset classes for use in the implementation
of their investment strategies.

3.2 Powerwrap history and growth
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Powerwrap was established in 2008 and commenced operations in 2009 as an independent provider of
investment administration services to the financial services market.
The first product offered by Powerwrap, the Powerwrap Investment Account, consisted of a single consolidated
investment account offering custodial holdings for managed investments and non-custodial holdings of direct
equities and cash. Over time, Powerwrap added additional asset classes and functionality to its Investment
Account and launched its Superannuation and Pension Account product. Today, Powerwrap is a sophisticated
and scalable institutional grade Challenger Platform used by some of Australia’s most successful Wealth
Advice Groups.
Since Powerwrap successfully commenced executing its strategy of targeting Wealth Advice Groups with
predominantly HNW investor clients in 2013, its FUA has grown from $330 million to $7.6 billion.
As is illustrated in the chart below the FUA on Powerwrap’s Platform is projected to grow at a CAGR of 22%
over the period FY16 to FY20F.
Powerwrap FUA Growth FY16-FY20F ($ billions)
12
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26. This includes advisers operating in a team structure.

FY20F

The table below provides a breakdown of growth in Powerwrap’s FUA between net flows and market movement
for each half year period from H1 FY16 and FY2020.
Powerwrap FUA, net flows and market & other movement H1 FY16-FY20F ($ million)
FY16 1H

FY16 2H

FY17 1H

FY17 2H

FY18 1H

FY18 2H

FY19 1H

FY19 2H

FY20 1H

FY20 2H

FUA ($m)

Actual

Actual

Actual

Actual

Actual

Actual

Actual

Fcast

Fcast

Fcast

Opening
FUA

2,602

3,848

4,473

4,903

5,837

6,774

7,123

7,285

7,549

8,600

Net-Flows

1,141

485

270

917

458

211

456

264

1,051

1,233

Market &
Other

105

140

160

17

479

138

(294)

0

0

0

3,848

4,473

4,903

5,837

6,774

7,123

7,549

8,600

9,833

Closing
FUA

7,285

The chart below illustrates Powerwrap’s net flows from H1 FY16 to 2H FY2020. Powerwrap’s share of net flows in
the 12 months to September 2018 represents 8.8% of industry net flows. There is no market movement assumed
for the FY19 and FY20 forecast. The forecast net flows in FY20 are 85% from existing Powerwrap clients.
Powerwrap net flows
1,400
1,200
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3.3 Powerwrap’s client base
Powerwrap’s clients are primarily Wealth Advice Groups, whose advisers and wealth managers provide advice to
their investor clients in relation to superannuation, financial products and other aspects of wealth management
and planning. Powerwrap does not provide a direct platform offering to end investors; all Powerwrap Platform
accounts are intermediated by Wealth Advice Groups.
Escala is the largest of Powerwrap’s Platform clients. As at December 2018, it represented 41% of Powerwrap’s
annual revenue. An exclusive 6-year contract was put in place with Escala in December 2017, resulting in a stable
platform revenue stream. This client has continued to experience strong growth whilst using the Powerwrap
Platform. Powerwrap is seeking to diversify its revenue sources through the attraction of new clients and
believes it is also well placed to capture market share from advisers leaving the Large Financial Institutions.
The chart below shows the contribution to revenue by Powerwrap’s top ten clients:
Client by revenue contribution – FY18

36%
41%

40

1%
1%
1%
2%
2%
1%
2%

Client 1 (41%)

Client 7 (2%)

Client 2 (10%)

Client 8 (1%)

Client 3 (3%)

Client 9 (1%)

Client 4 (2%)

Client 10 (1%)

Client 5 (1%)

Other (36%)

Client 6 (2%)

10%

Escala and Focus Partnership
In February 2019, Escala announced that it would join the Focus Financial Partners Inc (Nasdaq: FOCS) (Focus
Financial) partnership. As a partner of Focus Financial, Escala will have access to the M&A expertise and certain
capital resources of Focus Financial with the goal to expand Escala’s HNW footprint in Australia.
As at end of March 2019 Focus Financial had a market capitalization of US$2.66B and for the 12-month period
ending 31 December 2018 reported revenue of US$910M. Focus Financial is headquartered in New York City
and backed by one of the largest private equity groups in the world, Kohlberg Kravis Roberts & Co (“KKR”).
Escala currently has offices in Melbourne, Sydney and Perth. As a result of joining the Focus Financial partnership,
Escala is planning to onboard new wealth management teams around Australia in the HNW segment.
Powerwrap is just over one year into a 6-year exclusive platform service agreement with Escala. Accordingly,
Powerwrap expects that it will continue to benefit from any future growth achieved by Escala whether this
results from the Focus Financial partnership or otherwise.

3.4 HNW investor strategy
Powerwrap’s Platform is tailored to meet the needs of investors in the $1.96 trillion HNW investor market27.
The Powerwrap Platform has a number of innovative features that are of particular interest to HNW investors.
These include:
>> Access to a broad range of asset classes for investment, including wholesale investment vehicles such as
private equity and venture capital funds;
>> A direct investor HIN-based structure, meaning underlying investor clients can hold their ASX listed securities
directly through their own holder identification number (HIN) rather than beneficially via a custodian;
27. Investment Trends HNW Investor report June 2018.

>> Integration of a Limited Power of Attorney (LPOA) into the account opening process, giving the adviser
and Powerwrap the ability to open any other accounts as required for the operation of the investor client’s
portfolio without additional paperwork;
>> In-house execution and settlement services with access to immediate support and assistance with
investments across all asset classes; and
>> Reporting, analysis and taxation tools designed to meet the needs of sophisticated investor clients.
In March 2019 approximately 1,300 of Powerwrap’s 5,000 accounts had portfolio values over $1 million
and represented 89% of Platform FUA.
The table below illustrates the success of Powerwrap’s strategy of targeting HNW investors. In the Powerwrap
Investment Account product, the average account size is $2.3 million. Powerwrap’s whole of Platform average
account size is $1.5 million:
Average account value Powerwrap Platform
$2,500
$2,000
$1,500
$1,000
$500
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$0

Superannuation
Account

Non-Superannuation
Accounts (inc SMSF)

Whole Book

Source: Powerwrap internal data March 2019.

As illustrated in the table below, approximately 14% of the total HNW investor asset pool administered on
the Powerwrap Platform is allocated to wholesale managed funds. This represents total market value of
approximately $1 billion across over 350 wholesale managed fund assets. This demonstrates the demand
from HNW investors for this asset class.
Powerwrap Platform HNW investor portfolio composition (March 2019)
7%

3%

9%

30%

Domestic listed securities (30%)
Retail managed funds (26%)
Wholesale managed funds (14%)

11%

International (11%)
Fixed interest (9%)
Cash (7%)
Other (3%)

14%
26%

Note: Model portfolio holdings are included in these asset types.
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3.5 Powerwrap products & services
Overview
Powerwrap provides the following Platform products for the clients of Wealth Advice Groups:
>> Powerwrap Investment Account (PIA)
>> Powerwrap Superannuation & Pension Accounts (SPA)
Each of these products allows for both investor-directed and discretionary investments under a single account.

Powerwrap Investment Account
Key Statistics (as at 31 March 2019)28
>> Total FUA: $7.35 billion
>> Number of accounts: 3,142
>> Average account balance: $2.3 million
The PIA is designed to provide Wealth Advice Groups with a platform account that can be used for HNW
investor client portfolio management.
This account provides:
>> Client branding by the Wealth Advice Groups and white label options;
>> Access to managed funds, domestic and international listed securities, exchange traded securities,
domestic and international bonds, fixed interest and term deposit products and model portfolios;
>> Real time transaction processing;
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>> Consolidated reporting;
>> Integration with financial planning software;
>> Capped administration fees on large balances;
>> Margin lending via multiple institutions; and
>> Tailored fee structures for eligible investor clients.
Wealth Advice Groups using the PIA product with their clients largely utilise ASX listed securities, retail and
wholesale managed funds, but also have access to a broad range of other asset classes on behalf of their
underlying investor clients.

Powerwrap Superannuation & Pension Account
Key Statistics (as at 31 March 2019)
>> Total FUA: $230 million
>> Number of accounts: 1,822
>> Average account balance: $126,000
The SPA provides investors and those in pension phase with a compliant and flexible product for investor clients
both planning for and entering retirement.
In addition to full reporting and administration offered through the SPA, investors can choose from a range of
investment options and apply for retail insurance. Powerwrap’s superannuation insurance policies are offered
by a range of Australia’s major insurance providers including AIA Australia Limited, Zurich Australia Limited,
and TAL Life Limited.

28. These statistics include 54 accounts which are managed by advisers with FUA of $138 million.

Asset types available via the Powerwrap Platform
Powerwrap’s market leading selection of investment options is illustrated by the diagram below:

Key features of the Powerwrap Platform
Broad product and asset class offering
The Powerwrap Platform offers HNW investors a comprehensive product suite, spanning a broad range of asset
classes across major domestic and international markets. In particular, the Platform offers access to wholesale
managed funds,model portfolios and international listed securities.
Wholesale managed funds
Currently Powerwrap offers over 350 wholesale managed funds which generally have high minimum investment
requirements and are only available to “sophisticated” or HNW investors. Powerwrap believes the scope of this
offering is a key differentiator for the Powerwrap Platform.
Wholesale managed funds are typically domestic and international managed funds or private equity investments
that allow investors to pool their money with other investors into a single fund that can invest in alternative assets.
Powerwrap provides services for managing all aspects of investing in wholesale managed funds, including the
application process, facilitating order placements, processing order confirmations, redemption of proceeds and
tax reporting.
Model Portfolios
Model portfolios comprise financial assets which are grouped together and offered to provide an expected
return with a corresponding amount of risk. The model portfolios available via the Powerwrap Platform can
cover domestic, international and blended offerings.
International listed securities
The Platform offers access to international listed securities from 19 foreign exchanges. Additional exchanges
may be added upon request.
Single application process
Powerwrap offers its Platform service through a single application for each product (PIA, SPA), allowing
investors to access a range of asset types through a single application process for each product offered.
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Listed securities held directly on HIN
The Powerwrap Platform facilitates holdings of ASX listed securities via a Holder Identification Number (HIN)
directly in the name of the investor, rather than being held in custody by a third party. Most platforms in the
Australian market hold ASX-listed securities in a pooled custody structure. Powerwrap’s Platform facilitates
direct HIN holdings, which is the preferred structure for many HNW investors.
Comprehensive execution services
Powerwrap operates an experienced in-house intermediary desk that engages directly with advisers within
Wealth Advice Groups to offer a broad range of execution and settlement services including:
>> Exchange Traded and Over The Counter Options;
>> Domestic and International equities;
>> Domestic and International model portfolios;
>> Domestic and international bonds; and
>> Margin Lending for domestic and international equities, with multi-currency loans capabilities.
Breakaway Advisor Groups – Tickr Turnkey Offering
Powerwrap offers a turnkey solution for financial advisers who are seeking to leave the Large Financial
Institutions to establish their own standalone Wealth Advice Group. A number of Powerwrap’s current Wealth
Advice Group clients, including Powerwrap’s largest client, Escala, have used all or part of these services to
establish successful standalone financial advice and wealth management practices.
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Administrative Services
Powerwrap provides the following administrative services to Wealth Advice Groups and their underlying
investor clients:
>> Complete administration over custodial and non-custodial holdings;
>> Clearing execution and settlement on all asset classes;
>> Daily reconciliation and mailbox service;
>> Adviser fee collection and remittance;
>> In-house investment implementation (all asset types including model portfolios);
>> International equities and currency execution;
>> Full asset and taxation reporting (including on non-custody assets);
>> Corporate action management; and
>> Full payment facilitation including to third parties.

3.6 Powerwrap revenue and cost model
Revenue
Powerwrap generates platform revenue through a range of different fees relating to the administrative and
transaction services it provides. Given that Powerwrap’s underlying investor client profile is typically HNW with
large account balances and sophisticated and diverse asset requirements, the Company is able to generate
revenue from transaction fees for the various asset classes, cash margin and product fees.
Powerwrap’s primary sources of platform revenue are:
>> Administration fees: these fees relate to the administration of assets held in an investor client portfolio for
both Investment Account and Superannuation and Pension Account products;
>> Transaction fees: these fees are domestic and international brokerage fees, share settlement fees, transaction
fees, model portfolio brokerage fees, term deposit transaction fees; and

>> Ancillary fees: Other Platform-related fees which include margin on client cash held on the Platform,
fund manager service fees, model manager participation fees and fees for shared services provided.
Approximately 70% of Powerwrap’s revenue is recurring and comprises account administration, product
and other non-transactional fees.
The chart below illustrates that Powerwrap’s revenue Platform and Other Revenue is forecast to grow at a CAGR
of 26% from FY16 to FY20.
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Costs
Powerwrap incurs various costs in the delivery of its Platform service. These principally include:
>> Portfolio administration system – Powerwrap uses a third-party provider for back office administration
and reporting services. The fees charged by this provider are based on the value of FUA held by Powerwrap
investor clients within the system.
>> Brokerage costs – Powerwrap uses a clearing and settlement provider to facilitate trades in domestic and
international listed securities. These include transaction, settlement, contract note and foreign exchange fees.
>> Custodians – Powerwrap uses a number of custodians to hold a variety of asset types offered through the
Platform. These providers charge Powerwrap custody and transaction fees.
>> Cost of investor client on-boarding – the on-boarding of investor client accounts involves internal resources
and the services of a business process outsourcing provider.
>> Cost of introduction and maintenance – the introduction of Powerwrap’s clients and their subsequent
maintenance and retention requires staff across different functions.
>> Development costs – Since inception Powerwrap has sought to innovate in terms of its Platform service
and to that end its Platform technological development has been an important part of the evolution of
the Company.
>> Employment and administration costs – a significant proportion of Powerwrap’s costs relate to employees.
The introduction of Powerwrap’s clients and their subsequent maintenance and retention requires staff across
different functions.

3.7 Technology
A key aspect of Powerwrap’s IT strategy is the delivery of Hive to the Wealth Advice Groups using the
Powerwrap Platform. Hive is Powerwrap’s primary client interface; a centralised intuitive hub which facilitates
the creation of new accounts, trade execution and performance tracking. It has been developed and is owned
by Powerwrap. Using Hive, advisers can interrogate investor client portfolios and trade assets almost anywhere
in the world and stay connected to portfolio investments at all times.
In developing Hive, Powerwrap recognised that a single end-to-end technology cannot optimally deliver the
wide range of asset classes, tailored products, fee structures and adviser tools that its target market required.
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In order to meet the needs of Powerwrap HNW clients, Powerwrap has employed a best of breed technology
approach, using a number of providers to deliver a robust and dynamic Platform offering, accessed through
Powerwrap’s adviser interface, Hive. A key part of this approach is to ensure that wealth managers and advisers
can access the Platform through their current tools of choice, which can be integrated seamlessly into the
Platform. These providers include Pershing LLC (Bank of New York Mellon Group), IRESS, Deutsche Bank,
Citi Group, RBC, Ausmaq, Praemium, ANZ Banking Group and Atlassian.
The key advantages of Powerwrap’s strategy of outsourcing IT services are:
>> Powerwrap is not reliant on a single technology solution and has the flexibility to introduce and remove
providers of services or functionality as required;
>> The costs and responsibility for software updates (e.g. maintenance, legal requirements) are typically borne
by the service provider; and
>> allows Powerwrap to control the client experience over every touch point and interaction.

Powerwrap technology architecture
The diagram below illustrates the Platform’s technology architecture. Broadly speaking, this comprises three
layers; the client layer (Hive), the honeycomb layer, and the institutions layer.
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Powerwrap’s technology layers
Institutions layer – connecting providers and platform
Financial institutions such as banks, product providers, brokers and custodians whose products and services are
available through the Powerwrap Platform provide data to Powerwrap which is fed into the processing layer.

Honeycomb layer – processing
The Honeycomb is the processing layer where the data feeds from the various institutions in the institutional
layer of Powerwrap’s technology stack are processed and made ready for consumption and presentation in the
Hive layer, Powerwrap’s client facing interface.
Client layer – Hive adviser portal
Powerwrap receives numerous requests from
Wealth Advice Groups to perform various tasks
and activities which may include updating
investor client portfolio details, transacting in
various types of assets and processing cash
payments. The volume of these requests is
approximately 18,000 requests per annum.
Hive’s interface is the main interaction point for
the management and resolution of these
requests. Hive will continue to be developed in
accordance with Powerwrap’s IT development
roadmap with the goal of expanding and refining
its functionality to better meet the needs of
financial advisers and their investor clients.
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3.8 Future Growth Strategies
FUA on the Platform has grown strongly since 2013 and revenue has grown commensurate with FUA. This
growth has been driven by the success of Powerwrap’s long standing clients, as well as new Wealth Advice
Groups joining the Powerwrap Platform. Powerwrap’s ongoing strategy is to capitalise on its key points of
difference to drive FUA and revenue growth. Powerwrap’s sales team, operating out of Melbourne and Sydney,
works closely with the product and marketing functions to drive the delivery of the growth strategy.

Segment penetration
Powerwrap will continue to target Wealth Advice Groups with HNW client bases who are either seeking an
institutional grade platform to administer and manage their investor client portfolios, or whose current service
does not fulfil all the requirements of a HNW platform.
Over the short and medium term, Powerwrap will continue to focus its sales and marketing efforts on the
following groups:
>> Wealth Advice Groups with predominantly HNW investors: These groups are expected to provide
Powerwrap with significant opportunities for growth as this segment continues to expand.
>> Stockbrokers: There are several traditional stockbroking groups moving away from the transactional mode
of operating and into higher value wealth management and advice. Whilst some broking firms use in-house
portfolio administration systems for client management, a number of firms do not yet have their clients on
wealth management platforms. This represents a significant opportunity for Powerwrap.
>> Accounting firms: A number of accounting firms are seeking to deepen the relationships they have with their
clients through expanding into wealth management services. These groups usually have their own accounting
systems that they wish to continue using and are seeking a platform solution such as Powerwrap’s Platform
that can be integrated.
>> Financial Planners: The Powerwrap Platform is an attractive option for retail financial planners who wish
to provide their underlying investor clients with a broader financial product offering.
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Breakaway Adviser Groups – Tickr
As described in section 2.5.1 of the Industry Overview, the Financial Services Royal Commission focussed
attention on the structure of the financial services industry. The Board believes this focus will benefit Powerwrap
and the Challenger Platform market.
Powerwrap has developed Tickr, a service proposition for financial advisers seeking to leave Large
Financial Institutions.
Called Tickr, the offering combines Powerwrap’s Platform with the back-office support required to enable
a transition to a standalone practice.
Powerwrap has a history of supporting groups of advisers looking to establish their own practices and continues
to deliver these services to some of these advice brands.
Tickr offers the following service components to new Wealth Advice Groups:
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Facilities have been established in Powerwrap’s Collins Street Melbourne premises to accommodate these groups.

Pricing
Powerwrap currently offers a standard rate card for those functions delivered by other Challenger Platforms.
The complex and sophisticated nature of the HNW investor base requires bespoke processes and services
for some clients. Powerwrap charges additional fees for these services and plans to expand its opportunities
for transactional revenue through the varied asset classes utilised by Wealth Advice Groups with HNW
investor clients.

Product licence fees
Growth in demand, driven by HNW investor FUA flows, has allowed Powerwrap to charge financial product
issuers a fixed dollar licence fee for providing marketing support and access to Powerwrap’s Wealth Advice
Group client base through the Powerwrap Platform. It is anticipated that this stream of revenue will grow as
Powerwrap’s FUA continues to grow.

Increased penetration with existing customers through a greater client focus
Powerwrap intends to leverage its existing client relationships by continuing to improve its technology and
product offering to drive further revenue opportunities. Critical to this strategy will be to build upon the
relationships Powerwrap has with these clients, ensuring that our staff are regularly engaging with these groups
and ensuring they are maximising the benefits gained from the Platform as it continues to rapidly evolve.
Powerwrap allocates dedicated relationship managers to its largest value Wealth Advice Group clients.

3.9 Organisational structure
Powerwrap’s key business units are Operations, Intermediary Desk,Technology, Sales, Finance, Risk & Compliance
and Product & Client Experience.
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Powerwrap Operations
The Powerwrap Operations team is responsible for managing the day to day operations of the Powerwrap
Platform and plays a critical role in delivering a positive client experience to Wealth Advice Groups, their advisers
and the underlying investors. The main functions of administration and reporting are based in Melbourne and
are headed up by a platform operations professional with many years’ experience in managing portfolio
administration services for global investment banks and broking firms.
The Operations function comprises the following key teams:
Onboarding and portfolio services:
The onboarding team deals with all aspects of new investor client applications, account opening, asset transfers,
data upload and system set up.
For HNW individuals, this process can be complex, which requires detailed knowledge to ensure accounts are
established properly and in a compliant manner. This team is led by an experienced platform administration
professional with many years’ experience at a global investment bank.
Client services & payments
The Client Services team is responsible for general queries, training or support required by advisers to maximise
the benefits they can gain through use of the Powerwrap Platform.
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Many of Powerwrap’s underlying investor clients are sophisticated and HNW individuals who frequently
transfer funds between accounts both inside and outside the Powerwrap Platform to manage their day to
day investments. The Powerwrap payments team facilitates both international and domestic transfers to bank
accounts and can make third party payments where the correct authorisations are in place. Powerwrap has
rigorous controls in place to ensure that client money is managed and transacted in accordance with
regulatory requirements.
Off-platform
The off-platform team administers a wide range of sophisticated products such as wholesale managed funds.
Key responsibilities include actions relating to distributions, dividends and redemption payments.
Client reporting and reconciliation
Through the Powerwrap Platform, wealth managers and advisers have continuous access to client portfolio
reporting online, allowing them to provide their clients with a comprehensive suite of reports. The team that
sit within this function are responsible for the day to day reconciliation function, ensuring that the data from
the various financial institutions utilised by Powerwrap and reflected in client portfolios is accurate, and any
reconciliation activities are completed as per the established processes.

Powerwrap intermediary desk
The Powerwrap intermediary team manages the Company’s execution capabilities across the various asset
classes available for investment through the Powerwrap Platform such as domestic and international listed
securities, model portfolios, retail managed funds, term deposits and corporate actions.

Technology
Powerwrap’s technology team is responsible for ensuring the delivery and implementation of Powerwrap’s
technology program. Powerwrap has internal technology specialists, and an external development firm used
to perform specified development work. Powerwrap utilises a blend of proprietary and third-party software
solutions for delivery of the Powerwrap Platform and its back-office functions.

Change programs
The Powerwrap Platform is continuously evolving. It must be able to absorb an increasingly broad range of asset
types and ensure that the integration and delivery of client portfolio information and reporting is of the highest
standard. In order to meet this challenge, Powerwrap has established a change management function whose
remit is to examine current business processes to identify and implement opportunities to improve client
experience, deliver continuous iterations of Hive to the client base in a seamless and efficient manner, improve
the way in which Wealth Advice Groups interact with Powerwrap, and work with the technology team on any
projects impacting the Platform, processes or clients.

Product & Client Experience
The product and client experience team comprise the product, marketing, client experience and relationship
management functions.
The product team is responsible for the ongoing management and maintenance of the Powerwrap product suite
including the PIA, SPA products, and access to the underlying assets available via the approved products list for
each product including:
>> domestic and international securities;
>> domestic and international model portfolios;
>> retail and wholesale managed funds;
>> term deposits; and
>> cash and fixed interest.
The product function is also responsible for Powerwrap’s adviser portal, Hive, from a product perspective
including specification of functional components for each agile release, design and user experience.
Continuing to build upon the current Powerwrap Platform offering is part of Powerwrap’s strategy to focus
on the client and improve their Platform experience and interactions with Powerwrap.

Sales
The sales team is responsible for the delivery of Powerwrap’s growth strategy and new client introduction.
Given the high average account balances of Powerwrap’s investor client portfolios, typically the transition of
a Wealth Advice Group to the Powerwrap will have a lower number of accounts but a diverse range of asset
classes for transfer.

Finance
The finance team is responsible for the ongoing financial management of the Company, including financial
statements, business planning and financial modelling, cost control, accounts payable, billing and payroll.
The team is based in Melbourne. The Finance team also manage the audit process with Powerwrap’s
external auditors.

Risk & Compliance
The risk and compliance team oversee the Company’s compliance with all legal and regulatory requirements
including the Corporations Act and ASIC. They monitor the business with respect to the risk management plan
to ensure any risks to Powerwrap or its clients are identified, assessed and mitigated. The team also report to
the Board’s Audit and Risk Committee on a monthly basis.
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4. Risks

This section describes the potential risks associated with the Company’s business and risks associated with an
investment in Shares. It does not purport to list every risk that may be associated with an investment in Shares
now or in the future, and the occurrence or consequences of some of the risks described in this section are
partially or completely outside the control of the Company, its Directors and senior management team.
The selection of risks has been based on an assessment of a combination of the probability of the risk occurring
and impact of the risk if it did occur. The assessment is based on the knowledge of the Directors as at the date
of this Prospectus, but there is no guarantee or assurance that the importance of different risks will not change,
or other risks will not emerge.
Before applying for Shares, you should satisfy yourself that you have a sufficient understanding of these matters
and should consider whether Shares are a suitable investment for you, having regard to your own investment
objectives, financial circumstances and taxation position. If you do not understand any part of this Prospectus
or are in any doubt as to whether to invest in Shares, it is recommended that you seek professional guidance
from your stockbroker, solicitor, accountant, tax adviser or other independent and qualified professional adviser
before deciding whether to invest.
Prospective investors should be aware that this is not an exhaustive list of the risks associated with an investment
in the Company and should be considered in conjunction with other information disclosed in this Prospectus.
There can be no guarantee that the Company will achieve its stated objectives or that any forward-looking
statements or forecasts contained in this Prospectus will be realised or otherwise eventuate.

4.1 Specific risks
Competition
The industry in which the Company operates is a competitive market, and it is expected that this market will
remain competitive. The Company’s position in the market is dependent on several factors and could change.
Increased competition may adversely affect the Company’s business, financial performance and financial condition.
Some of the factors that may impact on the Company’s performance include the following:
>> the range of products available through the Platform relative to that of competitors;
>> commercial factors, including pricing terms;
>> ability to keep up with technological or regulatory change;
>> ability to respond to financial adviser and underlying investor client preferences for products and services
and maintaining strong relationships with existing clients; and
>> the Company’s ability to respond to changes to competition in the market in which it operates, including
as a result of new entrants in the market.
The Company believes that there is a risk that an existing platform provider or new entrant into the market could
seek to duplicate the Company’s business or model or the functionality of its technology.

Regulatory environment
The Company operates both a registered managed investment scheme and a licenced financial advice service.
Both are subject to regulations, laws, standards and practices.
The Company and MWH (its wholly-owned subsidiary) each hold an AFSL required for the conduct of their
regulated activities. The level and complexity of the regulation of AFSL holders and financial services more
generally in Australia have recently increased. This has resulted in increased costs and resources being required
for the Company’s legal and regulatory compliance. It is anticipated that the regulatory environment will continue
to develop in this manner, causing increased compliance complexity for the Company. There is a risk that the
Company’s processes and systems may not be adequate to detect and prevent all potential compliance breaches
in the current regulatory environment or in respect of developments in legislation and regulations.
Failure by either of the Company or MWH to comply with the terms of its AFSL could have significant
consequences, including the suspension or cancellation of the Company’s AFSL and the MWH AFSL. The
cancellation of the Company’s AFSL or the MWH AFSL may result in either of the Company or MWH being
unable to operate its business, being issued with fines or other penalties arising from regulatory action and
reputational damage.
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The Company is subject to privacy laws in Australia. These laws regulate the handling of personal information
and data collection. Such laws impact the way the Company can collect, use, analyse, transfer and share
personal and other information. Any actual or perceived failure by the Company to comply with relevant privacy
laws and regulations may result in the imposition of fines or other penalties, client losses, a reduction in existing
services, and limitations on the use and development of technology requiring the input of such data. Any of
these events could adversely impact the Company’s business, financial condition and financial performance.
The Company has various compliance measures in place to be promptly informed of regulatory changes that
may affect the Company. Where appropriate, the Company seeks advice in respect of how best to comply with
any existing or new regulatory requirements (including in respect of the Company’s AFSL and the MWH AFSL).

Research and development tax incentive
The Company has made claims under the research and development tax incentive provided by the Australian
Government (R&D Incentive) since 1 July 2011. The R&D Incentive allows eligible entities to claim a refundable
tax offset at the rate of 43.5% where its turnover is less than $20 million. The R&D Incentive is claimed by way
of self-assessment by the Company. The Company’s research and development activities have been assessed
by management and professional advisers to determine the appropriate level of the R&D Incentive that should
be claimed. The Company will continue to claim the R&D Incentive in the future as determined appropriate
by the Directors. The availability of the R&D Incentive to the Company in future years is dependant on Australian
Government policy and could be removed or varied.
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There is a risk that the ATO or Innovation and Science Australia could form a different view to the Company
about the extent to which the R&D Incentive could be claimed for the Company’s research and development
activities. In recent times there has been a heightened level of audit activity on all claims previously submitted
under the R&D Incentive. In the event that the Company’s claims are selected for audit the Company may need
to further substantiate its documentation of R&D Incentive claims. In the event that the Company is unable to
provide appropriate documentation or adequately substantiate its claims to the requisite satisfaction of the
ATO and Innovation and Science Australia it is possible that it could be required to refund amounts previously
received together with penalties depending on the outcome of the audit.
The years which remain open to audit as at the date of this Prospectus are financial years ended 30 June 2015,
30 June 2016, 30 June 2017 and 30 June 2018. The value of R&D incentives received by the Company in each of
those financial years is $1.8 million, $2.3 million, $3.5 million and $2.5 million respectively.

Customer contracts: change of control
Some of the customer contracts that the Company has entered into with Wealth Advice Groups and other
advisers contain a right for the customer to terminate the contract where the Company is subject to a ‘change
of control’ event which could occur once the Company is Listed, for example, by way of a takeover bid. Such
a change of control is not triggered by the Offer or the Listing of the Company.
If a change of control were to occur and a customer terminated a material contract, the Company’s business,
financial condition and financial performance may be adversely impacted.

Regulatory reform
The Company conducts its business within a registered managed investment scheme environment, and within
the environment of financial services law more generally in relation to the products it offers its clients. Changes
to laws, regulations, standards and practices applicable to the industry in which the Company operates (in
particular in relation to the payment of fees and charges by retail investors) could adversely impact its business.
For example, there could be changes to legislation surrounding registered managed investment schemes or
model portfolios that could positively or negatively impact the business.

Key personnel risk
The Company relies on a number of key personnel to conduct the business, including certain personnel who are
named as ‘key persons’ and ‘responsible managers’ on each of the Powerwrap AFSL and the MWH AFSL. If such
key personnel were to leave the business or for other reasons could not perform their duties, and there was an
inability to recruit suitable replacements, this could result in an inability to continue to promote or operate the
Company’s business.

Reliance on third party suppliers
Technology systems
The Company relies on certain contracts with third party IT suppliers to maintain and support the operation of
the Platform and its IT infrastructure and software more generally. The Company’s business is dependent on the
uninterrupted availability of these IT systems. The Company’s reliance on third parties to provide key services
decreases its control over the delivery of these services and the quality and reliability of the services provided.
The Company is also subject to the risk of any failures in each third-party provider’s systems or IT infrastructure,
which may impact that third party’s ability to deliver the services it is contracted to provide. Any delay, disruption
or deterioration in the level of service by a third-party provider could impair the Company’s ability to operate the
Platform and provide services to its clients. In addition, if any such contracts are terminated for any reason and
an alternative source of technology or systems is not found in a timely manner or on similar commercial terms,
the Company’s operations, earnings and financial condition could be adversely impacted.
Performance of third-party infrastructure
The Company is dependent on the effective performance, reliability and availability of the Platform, third party
data centres and communication systems.
The Company’s core technologies may be exposed to damage or interruption from system failures, viruses,
cyber-attacks, telecommunication provider failures, disasters from natural or human causes, or other unforeseen
events which may cause the systems to be unavailable from time to time. This may affect the ability of the
Company to deliver consistent, quality services to its clients and lead to reputational damage and may also
adversely impact the Company’s operations, financial performance and financial condition.
Risks associated with Third Party Suppliers
The Company utilises a range of third-party suppliers.
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The Company could face business interruption risk, brand and reputational risk if any of the third parties failed
to perform and undertake their obligations.
Termination of Relationship Agreement with Praemium
The Company is party to a relationship agreement dated 24 August 2009, pursuant to which Praemium provides
the Company with its book of records system which includes investor portfolio valuations, transaction history,
cost bases and reporting (Relationship Agreement).
Following the expiration of the initial five-year term in 2014, the Relationship Agreement is currently on rolling
terms of one year. Each party has the right to terminate the Relationship Agreement by providing the other with
six months’ prior notice in writing. If the Relationship Agreement is terminated for any reason (including termination
by Praemium in accordance with the six month notice period) and an alternative source of technology or systems
is not found in a timely manner or on similar commercial terms, the Company may not be able to provide customers
with access to the Platform and its operations, earnings and financial condition could be adversely impacted.
The Company has measures in place that the Directors believe would allow it to transition the services and
technology provided by Praemium that underpins the Company’s core services to its clients to a new provider
if the Company was provided with six months’ notice of termination by Praemium. This would be dependent
on the successful implementation of the transition process.

Technology and Cyber-security risks
The Company relies on online technology solutions to operate the Platform and its business more generally,
and the Company has robust measures in place to protect its technology, systems and information from
unauthorised access. However, it is possible that the measures put in place by the Company to prevent
technology breaches may not be adequate. Security breaches may involve unauthorised access to the
Company’s systems and databases and the deployment of malicious software designed to create system
and service disruptions or access financial or personal information.
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Any security breaches or other unauthorised access to the Company’s IT systems or client data may subject
the Company to mandatory disclosure obligations, claims by clients or other persons affected, disruption of
services to clients (and underlying investor clients), legal action and regulatory consequences. Any of these
events could adversely impact the Company’s reputation, operation of the business, financial condition and
financial performance.
The Company has robust cyber-security technology in place, which management believes protects the
Company from unauthorised access to its technology, systems and information to the extent reasonably
possible. The Company has a response plan to deal with any such unauthorised access and is also subject
to statutory mandatory data breach notification requirements.

Disruption of Platform technology
There is a risk of disruption of Platform services due to:
>> an inability of the system to handle increases in volume of clients and transactions or errors or omissions
that may occur in performing certain tasks and transactions; or
>> a force majeure event that affects the systems and in turn the clients of, or suppliers to, the Company.

Failure to realise benefits from research and development investments
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Developing software and technology such as the Hive solution is expensive and the investment in the
development of these product and service offerings often involves an extended period of time to achieve
a return on investment. The further development of the Hive solution is an important part of the Company’s
strategy, and management and the Directors believe that the Company must continue to dedicate resources
to develop its own software and intellectual property that can be used to complement its current service
offering. There is a risk that the Company may not realise the benefits of its investment in research and
development, including in respect of Hive, if in fact these solutions do not deliver the intended benefits
to the Company and its clients.

Reputational damage
The Company’s brand is important in attracting and retaining its clients. There is a risk that the brand may be
tarnished by incidents such as negative publicity, a data security breach or one-off unforeseen events that
negatively impact the Company’s operations. The occurrence of any such incidents may lead to client loss
and the failure to attract new clients, which, in turn, may have an adverse impact on the Company’s
financial performance.

Failure to execute the planned growth strategy
To the extent the Company is not able to execute its planned growth strategy, including the realisation of
economies of scale, its business and growth prospects may be adversely impacted. The Company regularly
monitors compliance with its business plan, so that any factors that may impact the Company from executing
its planned growth strategy can be readily addressed to the extent possible.

Failure to retain existing clients and attract new clients
A failure to retain existing clients could adversely impact the Company’s business, financial condition and
financial performance. Furthermore, a failure to attract new clients could adversely impact the Company’s ability
meet financial growth targets. This is especially true of Escala given the relative importance of that client in terms
of FUA and revenue.

Loss of market share
The Company operates in a competitive market and develops strategies to maintain and grow its market share.
However, the Company’s market share may decrease if the Company does not remain competitive or does not
respond adequately to developments or demands of the market. The Company may not remain competitive
if its IT systems or platform technology become outdated, its pricing model does not respond to changes in

the market or for other reasons relating to the Company’s operations. The Company’s competitors may invest
in measures that provide them with a competitive advantage, such as through the development or use of superior
technology, marketing campaigns or alternative pricing strategies. As a result of these market dynamics, the
Company’s position in the market may decline, which may result in a material adverse change in the Company’s
operating performance.

Failure of processing control systems
The Company has robust internal compliance and processing systems in place to operate its business. However,
there is a risk that these processes may fail, become outdated or that the people or systems responsible for
these processes may not perform (for example, due to inadequate training or external disruptions). There is also
a risk that, as the Company is rapidly expanding, its operations may increase to the extent that the processes
cannot adequately respond to the Company’s scale. The Company may need to respond to this by deploying
additional resources or restructuring its operations and may not be able to offer its bespoke service offering to
its clients in these circumstances. Such a failure or disruption to the Company’s control systems could result in a
loss of clients and adversely impact the Company’s reputation, operation of the business, financial condition and
financial performance.
The Company regularly assesses the adequacy and efficiency of its processing control systems and seeks to
respond to any issues identified as a result.

4.2 General risks
Macro-economic risks
The Company’s business is exposed to changes in general economic conditions in Australia and internationally.
For example, adverse macroeconomic conditions such as economic recessions, downturns or extended periods
of uncertainty or volatility, which may influence levels of investment by underlying investor clients, may affect the
Company’s future financial performance and operating performance, the price of the Shares and the Company’s
ability to pay dividends.

Taxation and accounting standards
There is a risk that a change may occur in the applicable laws and regulations, accounting standards and the
Australian taxation regime. The current forecasts of the Company are based on the applicable laws, regulations,
standards and taxation position as at the date of this Prospectus.
These changes could have an impact on the Company’s business and the price at which Shares are trading.

General investment risks
The price at which Shares are quoted on the ASX may increase or decrease due to a number of factors. These
factors may cause the Shares to trade at prices below the price at which the Shares are being offered under this
Prospectus. There is no assurance that the price of the Shares will increase following the quotation on the ASX,
even if the Company’s earnings increase. Some of the factors which may affect the price of the Shares include:
>> fluctuations in the domestic and international market for listed stocks;
>> general economic conditions, including interest rates, inflation rates, exchange rates, commodity and oil prices
or changes to government fiscal, monetary or regulatory policies, legislation or regulation;
>> inclusion in or removal from market indices;
>> the nature of the markets in which the Company operates; and
>> general operational and business risks.
Other factors which may negatively affect investor sentiment and influence the Company specifically or the stock
market more generally include acts of terrorism, an outbreak of international hostilities, fires, floods, earthquakes,
labour strikes, civil wars, natural disasters, outbreaks of disease or other man-made or natural events.
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5. Financial information

5.1. Introduction
The financial information for the Company contained in this Section includes:
>> The statutory historical financial information comprising:
– Statutory historical consolidated statements of profit and loss and other comprehensive income
for the financial years ended 30 June 2017 (FY17), 30 June 2018 (FY18), and the half years ended
31 December 2017 (H1 FY18) and 31 December 2018 (H1 FY19) (together the Statutory Historical
Income Statements);
– The statutory historical consolidated statements of cash flow for FY17, FY18, H1 FY18 and H1 FY19
(together the Statutory Historical Cash Flow Statements); and
– The statutory historical consolidated statement of financial position as at 31 December 2018 (the Statutory
Historical Balance Sheet),
(together, the Statutory Historical Financial Information),
>> The pro forma historical financial information comprising:
– Pro forma historical consolidated statements of profit or loss and other comprehensive income for FY17,
FY18, H1 FY18 and H1 FY19 (together the Pro Forma Historical Income Statements);
– Pro forma historical consolidated statements of cash flows for FY17, FY18, H1 FY18 and H1 FY19 (together
the Pro Forma Historical Cash Flows); and
– Pro forma historical consolidated statement of financial position as at 31 December 2018 (together the
Pro Forma Historical Balance Sheet),
(together, the Pro forma Historical Financial Information),
the Statutory Historical Financial Information and Pro Forma Historical Financial Information together form
the Historical Financial Information; and
>> The forecast financial information comprising:
– Statutory forecast consolidated statement of profit or loss and other comprehensive income for the
financial years ending 30 June 2019 (FY19) and 30 June 2020 (FY20) (together the Statutory Forecast
Income Statements);
– The statutory forecast consolidated statements of cash flows for FY19 and FY20 (together the Statutory
Forecast Cash Flow Statements);
(together, the Statutory Forecast Financial Information);
>> The pro forma forecast financial information comprising:
– Pro forma forecast consolidated statements of profit or loss and other comprehensive income for FY19
and FY20 (together the Pro Forma Forecast Income Statements);
– Pro forma forecast consolidated statements of cash flows for FY19 and FY20 (together the Pro Forma
Forecast Cash Flows)
(together, the Pro Forma Forecast Financial Information).
the Statutory Forecast Financial Information and Pro Forma Forecast Financial Information together form
the Forecast Financial Information.
The Historical Financial Information and the Forecast Financial Information together form the Financial Information.
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Also summarised in this Section are:
>> The basis of preparation and presentation of the Financial Information (see Section 5.2)
>> A summary of new and revised Australian Accounting Standards (AAS) (see Section 5.3)
>> The key operating and financial metrics of the Company (see Section 5.6)
>> A summary of the Company’s contractual commitments and obligations (see Section 5.11)
>> Management discussion and analysis of the Pro forma Historical Financial Information (see Section 5.15)
>> The Directors’ best estimate assumptions underlying the Forecast Financial Information (see Section 5.16)
>> Management discussion and analysis of the Pro forma Forecast Financial Information (see Section 5.17)
>> An analysis of the key sensitivities in respect of the Forecast Financial Information (see Section 5.18)
>> A summary of the Company’s proposed dividend policy (Section 5.19)
All amounts disclosed in this Section are presented in Australian dollars, and, unless otherwise noted, are rounded
to the nearest million. Tables in this section have not been amended to correct immaterial summation differences
that may arise from this rounding convention.
The information in this Section should also be read in conjunction with the risk factors set out in Section 4 and
other information contained in this Prospectus.
The Financial Information has been reviewed in accordance with the Australian Standard on Assurance
Engagements ASAE 3450 Assurance Engagement involving Fundraising and/or Prospective Financial Information
by Deloitte Corporate Finance Pty Limited whose Investigating Accountant’s Report is contained in Section 8.
Investors should note the scope and limitations of that report.
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5.2. Basis of preparation and presentation of the Financial Information
5.2.1. Overview
The Financial Information included in this Prospectus is intended to present potential investors with financial
information to assist them in understanding the underlying historical financial performance, cash flows and
financial position of the Company, together with the forecast financial performance and cash flows for FY19
and FY20. The Directors are responsible for the preparation and presentation of the Financial Information.
The Financial Information has been prepared and presented in accordance with the recognition and measurements
principles of the AAS (including the Australian Accounting Interpretations) issued by the Australian Accounting
Standards Board (AASB) and the accounting policies adopted by the Company. Compliance with AAS ensures
that the Financial Information complies with the recognition and measurement principles of International
Financial Reporting Standards (IFRS) as adopted by the International Accounting Standards Board (IASB).
The Financial Information has been presented in an abbreviated form and does not include all the presentation
and disclosures, statements or comparative information required by the AAS and other mandatory professional
reporting requirements applicable to general purpose financial reports prepared in accordance with the
Corporations Act. The Financial Information also includes non-IFRS measures that the Company uses to
manage and report on its business that are not in accordance with AAS or IFRS (see Section 5.2.5).
The Company’s significant accounting policies are set out in Appendix A. In preparing the Statutory Historical
Financial Information and Statutory Forecast Financial Information, the accounting policies of the Company
have been applied consistently throughout the periods presented.
The Company has one reportable segment under AASB 8 Operating Segments, being the provision of
platform services.

5.2.2. Preparation of the Statutory Historical Financial Information
The Statutory Historical Financial Information has been extracted from the audited consolidated financial
statements of the Company for FY17 and FY18 and the reviewed consolidated financial statements of the
Company for H1 FY18 and H1 FY19. The consolidated financial statements of the Company for FY17 and FY18
have been audited by Deloitte Touche Tohmatsu, who issued unmodified audit opinions in respect of these
periods. The half year consolidated financial statements of the Company for H1 FY18 have been reviewed by
Deloitte Touche Tohmatsu who issued an unmodified review conclusion with a material uncertainty paragraph
related to the Company’s ability to continue as a going concern. This was resolved by a March 2018 capital
raising of $7.2 million.
For H1 FY19, Deloitte Touche Tohmatsu has issued a qualified review conclusion relating to the inability to
determine the potential liability that might arise in respect of Research and Development tax incentives received.
The review report also contained a material uncertainty paragraph related to the Company’s ability to continue as
a going concern. The uncertainty with respect to going concern will be resolved should the Offer be successful.

5.2.3. Preparation of the Pro Forma Historical Financial Information
The Pro forma Historical Financial Information has been prepared solely for the purpose of inclusion in this
Prospectus and has been derived from the Statutory Historical Financial Information, with pro forma adjustments
made to reflect the Company’s intended operating and capital structure following Completion of the Offer as if
the structures were in place from 1 July 2016 and to exclude certain non-recurring items, as set out below.
The pro forma adjustments are as described in Sections 5.7, 5.8 and 5.9. In particular, pro forma adjustments
have been made to reflect:
>> the incremental cost of being a publicly listed company;
>> the impact of the Offer;
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>> the cancellation of Escala share options;
>> the expense associated with historical capital raisings;
>> adjustments relating to historical CRPS/CRRPS transactions; and
>> removal of historical income tax expenses and benefits.
The Pro Forma Historical Balance Sheet is derived from the Statutory Historical Balance Sheet, and similarly
adjusted to reflect the changes to Impact of the Offer, including directly attributable Offer costs added to
against accumulated losses and charged to share capital.
The Pro Forma Historical Balance Sheet is provided for illustrative purposes only and is not represented as being
necessarily indicative of the Company’s view of its future financial position.
The following statutory to pro forma reconciliations are included in this Section:
>> Statutory Historical Income Statements to the Pro forma Historical Income Statements for FY17 and FY18
(see Table 4), and H1 FY18 and 1H FY19 (see Table 7) at both the EBITDA and NPAT line;
>> Statutory Historical Cash Flow Statements to the Pro forma Historical Cash Flow Statements for FY17
and FY18 (see Table 11), and H1 FY18 and 1H FY19 (see Table 13); and
>> Statutory Historical Balance Sheet to the Pro forma Historical Balance Sheet as at 31 December 2018
(see Table 8).
Investors should note that past results are not a guarantee of future performance.
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5.2.4. Preparation of the Forecast Financial Information
The Forecast Financial Information has been prepared by the Directors with due care and attention, and having
regard for an assessment of present economic and operating conditions and on a number of assumptions,
including the general assumptions and the specific assumptions set out in Section 5.14. This information is
intended to assist investors in assessing the reasonableness and likelihood of the assumptions occurring and
is not intended to be a representation that the assumptions will occur.
The Directors believe the best estimate assumptions, when taken as a whole, to be reasonable at the time of
preparing this Prospectus. However, this information is not fact and investors are cautioned not to place undue
reliance on the Forecast Financial information.
This information is intended to assist investors in assessing the reasonableness and likelihood of the assumptions
occurring, and is not intended to be a representation that the assumptions will occur. Investors should be aware
that the timing of actual events and the magnitude of their impact might differ from that assumed in preparing
the Forecast Financial Information, and that this may have a materially positive or negative effect the Company’s
actual financial performance or financial position. Investors are advised to consider the Forecast Financial
Information in conjunction with the general and specific assumptions set out in Section 5.14, the sensitivity
analysis set out in Section 5.15, the risk factors set out in Section 4 and other information set out in
this Prospectus.
In addition, the assumptions on which the Forecast Financial Information is based are by their very nature subject
to significant uncertainties and contingencies, many of which will be outside the control of the Company, the
Directors and management, and are not reliably predictable. Accordingly, none of the Directors or management,
or any other person can give investors any assurance that the outcomes discussed in the Forecast Financial
Information will arise. Events and outcomes might differ in the amount and timing from the assumptions, with
a material consequential impact on the Forecast Financial Information.
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The Forecast Financial Information has been presented on both a statutory and pro forma basis and has been
prepared solely for inclusion in this Prospectus.
The Statutory Forecast Financial Information has been prepared on a basis consistent with how the Company’s
statutory financial statements are expected to be prepared for future financial periods. The Statutory Forecast
Financial Information for FY19 and FY20 is the best estimate of the financial performance that the Directors
expect to report in the Company’s general purpose statutory consolidated financial report for FY19 and
FY20 respectively.
The Statutory Forecast Financial Information assumes Completion of the Offer will occur on or close to
17 May 2019, hence it reflects the effect of the Company’s intended operating and capital structure following
Completion of the Offer.
The Pro Forma Forecast Financial Information has been derived from the Statutory Forecast Financial
Information, adjusted by the pro forma adjustments to reflect the full year of the operating and capital structure
that will be in place following Completion of the Offer as if the structures were in place from 1 July 2018 excluding
the costs of the Offer and other items which are not expected to occur in the future. See Table 4 and Table 11
for reconciliations between the Statutory Forecast Financial Information and the Pro forma Forecast
Financial Information.
The basis of preparation of the Pro forma Forecast Financial Information, to the extent relevant, is consistent with
the basis of preparation of the Pro forma Historical Financial Information.
The Company has no intention to update or revise the Forecast Financial Information or other forward-looking
statements following the issue of this Prospectus, or to publish prospective financial information in the future,
regardless of whether new information, future events or any other factors affect the information contained in this
Prospectus, except where required by law or its continuous disclosure obligations under the ASX listing Rules.

5.2.5. Explanation of certain non-IFRS financial measures
The Company uses certain measures to manage and report on its business that are not recognised under
AAS or IFRS. These measures are collectively referred to in this Section as non-IFRS financial measures under
Regulatory Guide 230 ‘Disclosing Non-IFRS Financial Information’ published by ASIC. As non-IFRS financial
measures are not defined by recognised standard setting bodies, they do not have a prescribed meaning and
therefore the way that the Company calculates these measures may be different to the way other companies
calculate similarly-titled measures. Although the Directors believe that these non-IFRS financial measures
provide useful information about the Company’s financial performance, investors are cautioned not to place
undue reliance on any non-IFRS measure and should consider the measures as supplemental to, as opposed
to replacement for, financial information presented in accordance with AAS.
The key non-IFRS financial measures referred to in this Prospectus are summarised below:
>> Platform revenue includes administration, transaction and ancillary fees;
>> Other revenue includes shared services income and proprietary trading revenue;
>> R&D income is the Research and Development tax incentive;
>> EBITDA (before share based payments) is earnings before share based payments, interest, taxation,
depreciation and amortisation;
>> EBITDA is earnings before interest, taxation, depreciation and amortisation;
>> EBIT is earnings before interest and taxation;
>> Working capital includes receivables, other current assets, trade and other payables and provisions;
>> Capital expenditure includes leasehold improvements, the acquisition of office furniture, office equipment,
IT hardware and software development costs;
>> Net cash flows before tax and financing activities is calculated as EBITDA excluding non-cash items and
allowing for changes in working capital and capital expenditure.

5.3. New and revised accounting standards
The AASB has recently issued revised standards in relation to revenue recognition, financial instruments and leases.
AASB 15 Revenue from contract with customers
The AASB has issued a revised accounting standard in relation to revenue recognition, AASB 15 Revenue from
contracts with customers, effective for annual reporting periods beginning on or after 1 January 2018; and
therefore is applicable to the Company for the reporting periods commencing 1 July 2018, being the periods
H1 FY19, FY19 and FY20 represented by the Forecast Financial Information presented in this Prospectus.
This standard has replaced the prior accounting requirements applicable to revenue with a single, principles
based model. Apart from a limited number of exceptions, including leases, the revenue model in AASB 15 Revenue
from contracts with customers applies to all contracts with customers as well as non-monetary exchanges
between entities in the same line of business to facilitate sales to customers and potential customers. AASB 15
Revenue from contracts with customers has established a single comprehensive model for entities to use in
accounting for revenue arising from contracts with customers.
From 1 July 2018 the Company has adopted AASB 15 Revenue from Contracts with Customers. From the initial
application of the standard, the cumulative impact to the opening balance of retained earnings was nil, as the
timing of revenue recognition from contracts that were in progress at 1 July 2018 has not changed.
On this basis, the revenue recognition practices of the Company assumed in the preparation of the Forecast
Financial Information presented in the Prospectus are consistent with those adopted in the preparation of the
Historical Financial Information and in accordance with the application of AASB 15 Revenue from contracts
with customers.
The disclosure requirements of AASB 15 Revenue from Contracts with Customers may vary from the disclosures
in the Company’s historical financial statements.
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AASB 9 Financial Instruments
The new AASB 9 Financial Instruments standard is effective for reporting periods commencing on or after
1 January 2018 and therefore is applicable to the Company for the reporting periods commencing 1 July 2018,
being the periods H1 FY19, FY19 and FY20 represented by the Forecast Financial Information presented in
this Prospectus.
The adoption of this accounting standard has had no material impact on the statutory financial performance
or financial position of the Company.
On this basis, the Forecast Financial Information presented in this Prospectus has been prepared on a consistent
basis to the preparation of the Statutory Historical Financial Information and in accordance with the application
of AASB 9 Financial Instruments.
AASB 16 Leases
In February 2016, the AASB issued AASB 16 Leases “AASB 16”. This standard will replace the current
accounting requirement applicable to leases in AASB 117 Leases. AASB16 introduces a single lessee accounting
model which eliminates the requirement for leases to be classified as operating or finance leases. The revised
leases standard will become effective for reporting periods commencing on or after 1 January 2019 and
therefore is applicable to the Company for the reporting period commencing 1 July 2019, being a FY20 period
of the Forecast Financial Information presented in this Prospectus.
The Company is party to a number of property lease arrangements with regard to the Company’s offices. These
lease arrangements will likely be treated in accordance with AASB 16 for the reporting period commencing
1 July 2019, and on this basis:
>> A right of use asset and associated lease liability will be recognised in the Company’s statement of financial
position; and
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>> Depreciation and interest expenses will be recognised in the Company’s statement of profit or loss and other
comprehensive income, below EBITDA, replacing an operating expense, included in EBITDA, currently
recognised by the Company in the Financial Information.
The Forecast Financial Information does not consider the effect of this new standard as it is not yet effective as
of the date of this Prospectus. However, if AASB 16 was to be adopted, with respect of the Company’s property
lease arrangements in place as of the date of this Prospectus, the anticipated impact on the Financial Information
would be:
>> The initial recognition of right of use assets and associated lease liabilities of $2.0 million included in the
Company’s statement of financial position; and
>> Annual depreciation and interest expense of $0.5 million and $0.1 million respectively in the Company’s
statement of profit or loss and other comprehensive income replacing an annual operating expense of
$0.6 million.

5.4. Pro forma historical and forecast consolidated income statements
Table 1 below sets out the Pro Forma Historical Income Statements for FY17 and FY18, and the Pro Forma
Forecast Income Statements for FY19 and FY20.
Table 1 Pro Forma Historical Income Statements for FY17 and FY18 and Pro forma Forecast Income
Statements for FY19 and FY20
Pro forma historical1

Y/E 30 June ($ million)

Pro forma forecast1

Notes

FY17

FY18

FY19

FY20

Platform revenue

2

11.3

14.1

15.4

18.8

Other revenue

3

0.6

0.8

0.6

0.6

R&D income

4

3.5

2.5

1.5

1.5

15.4

17.4

17.5

20.9

Total revenue
Employee benefits expense

5

(8.4)

(9.4)

(10.8)

(11.5)

Direct expenses

6

(6.0)

(5.8)

(6.4)

(6.8)

Operating expenses

7

(5.5)

(4.5)

(5.5)

(5.6)

(19.9)

(19.7)

(22.7)

(23.9)

(4.5)

(2.3)

(5.2)

(3.0)

(0.5)

(1.1)

(0.4)

(4.5)

(2.8)

(6.3)

(3.4)

(0.1)

(0.1)

(0.3)

(0.9)

(4.6)

(2.9)

(6.6)

(4.3)

0.2

0.3

(6.4)

(4.0)

Total expenses
EBITDA (before share based payments)
Share based payments

8

EBITDA
Depreciation & amortisation

9

EBIT
Net finance costs

10

Loss before income tax
Income tax (expense)/benefit
Loss after income tax

–

–
(4.6)
–
(4.6)

–
(2.9)
–
(2.9)

–
(6.4)

–
(4.0)

Notes:
1.

The Pro Forma Historical Income Statements and Pro Forma Forecast Income Statements are reconciled to the respective Statutory
Historical Income Statements and Statutory Forecast Income Statements in Section 5.7.

2. Platform Revenue includes administration, transaction and ancillary fees.
3. Other revenue includes shared services income and proprietary trading revenue.
4. R&D Income represents Research and Development tax incentive which is recognised as income and received as a cash payment.
5. Employee benefits expense includes the cost of employment of the Company’s employees. Employment expenses relating to the
development and maintenance of platform technology are capitalised as intangible assets (FY17: $nil; FY18: $0.1 million; FY19: $1.7 million;
FY20: $2.3 million).
6. Direct expenses include service provider and custodian expenses that relate to the running of the platform and execution of transactions
on client accounts.
7. Operating expenses include rent and occupancy costs, IT and communication costs, advertising and marketing, consulting, legal and audit
fees and travel and accommodation.
8. Share based payments: relates to management incentive scheme expense.
9. Depreciation and amortisation include the depreciation of leasehold improvements, office furniture and IT hardware and amortisation
of intangible assets.
10. Net finance costs: include interest income, net of any interest expenses.
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5.5. Statutory historical and forecast consolidated income statements
Table 2 below sets out the Statutory Historical Income Statements for FY17 and FY18 and the Statutory Forecast
Income Statements for FY19 and FY20.
Table 2 Statutory Historical Income Statements for FY17 and FY18 and Statutory Forecast Income
Statements for FY19 and FY20
Statutory historical

Y/E 30 June ($ million)

FY17

FY18

FY19

FY20

Platform revenue

11.3

14.1

15.4

18.8

Other revenue

0.6

0.8

0.6

0.6

R&D income

3.5

2.5

1.5

1.5

Total revenue

15.4

17.4

17.5

20.9

Employee benefits expense

(8.4)

(9.4)

(10.8)

(11.5)

Direct expenses

(6.0)

(5.8)

(6.4)

(6.8)

Operating expenses

(7.0)

(11.4)

(6.3)

(5.6)

(21.4)

(26.6)

(23.5)

(23.9)

(6.0)

(9.2)

(6.0)

(3.0)

(0.5)

(1.1)

(0.4)

(6.0)

(9.7)

(7.1)

(3.4)

Depreciation & amortisation

(0.1)

(0.1)

(0.3)

(0.9)

EBIT

(6.1)

(9.8)

(7.4)

(4.3)

Net finance costs

(2.5)

0.2

0.3

Loss before income tax

(8.6)

(9.8)

(7.2)

(4.0)

Income tax expense

(0.1)

0.1

Loss after income tax

(8.7)

(9.7)

Total expenses
EBITDA (before share based payments)
Share based payments
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EBITDA

Notes

Statutory forecast

–

Notes:
Refer to notes of Table 1 Pro forma Historical and Pro forma Forecast Income Statements.

–

–
(7.2)

–
(4.0)

5.6. Key operating and financial metrics
Table 3 below sets out the key pro forma historical operating metrics for FY17 and FY18 and the key pro forma
forecast operating metrics for FY19 and FY20.
Table 3 Key pro forma operating and financial metrics
Pro forma historical

Y/E 30 June

Pro forma forecast

Notes

FY17

FY18

FY19

FY20

FUA (eop) ($ million)

1

5,837

7,123

7,549

9,833

FUA growth (%)

2

30%

22%

6%

30%

Net FUA flows (eop) ($ million)

3

1,187

669

720

2,284

Platform and Other Revenue growth (%)

4

54%

25%

7%

21%

Platform and Other Revenue per
account ($)

5

2,336

2,810

3,201

3,460

Total Expenses/Platform and Other
Revenue (%)

6

167%

132%

142%

123%

Total Expenses/FUA (%)

7

0.34%

0.28%

0.30%

0.24%

Notes:
1.

FUA (eop) represents total client funds on the Company’s Platform at the end of the period.

2. FUA growth is the percentage growth in client funds on the Company’s Platform in each period.
3. Net FUA flows represent the new funds added to the Platform each period less the FUA withdrawn by clients and excludes the effect
of any movement in the market value of the assets on the Platform.
4. Platform and Other revenue growth (%) is the percentage growth in revenue received by the Company for administering the Platform,
executing client transactions, proprietary trading and shared services.
5. Platform and Other Revenue per account ($) is the platform and other revenue divided by the average number of accounts held during
that period, where average number of accounts is calculated as a quarterly average of accounts held for each period.
6. Total Expenses/Platform and Other Revenue (%) is calculated as of total expenses divided by platform and other revenue for the year.
7. Total Expenses/FUA (%) is calculated as of total expenses divided by the FUA (eop) for the period.

Powerwrap Limited Prospectus

67

5. Financial information continued

5.7. Pro forma adjustment to Statutory Historical and Statutory Forecast
Income Statements
In presenting the Pro Forma Historical and Pro Forma Forecast Income Statements included in the Prospectus,
pro forma adjustments that have been made for certain transactions. These adjustments are summarised in
Table 4 below.
Table 4 Pro forma adjustments to the Statutory Historical Income Statements for FY17 and FY18,
and Statutory Forecast Income Statements for FY19 and FY20
Historical

Y/E 30 June ($ million)

Notes

Statutory EBITDA
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FY17

Forecast

FY18

FY19

(6.0)

(9.7)

(7.1)

(0.4)

(0.4)

(0.3)

FY20
(3.4)

Listed company costs

1

–

IPO transaction costs

2

–

–

1.1

–

Share Options Cancellation

3

–

1.7

–

–

Historical capital raising costs

4

1.9

–

–

–

Intangibles write-down

5

–

5.6

–

–

Pro forma EBITDA

(4.5)

(2.8)

(6.3)

(3.4)

Statutory NPAT

(8.7)

(9.7)

(7.2)

(4.0)

(0.4)

(0.4)

(0.3)

Listed company costs

1

IPO transaction costs

2

–

–

1.1

–

Share Options Cancellation

3

–

1.7

–

–

Historical capital raising costs

4

1.9

–

–

–

Intangibles write-down

5

–

5.6

–

–

Restructure of CRPS

6

1.7

0.0

–

–

CRPS/CRRPS distributions

7

0.8

0.0

0.0

–

Income tax

8

0.1

(0.1)

–

–

(4.6)

(2.9)

Pro forma NPAT

(6.4)

–

(4.0)

Notes:
1.

Adjustment to reflect the anticipated incremental costs expected to be incurred as a listed company. These costs include listing and registry
fees, investor relations costs and other listed company associated costs.

2. Adjustment to exclude the IPO transaction costs associated with the Offer including costs paid to the Joint Lead Managers, legal, tax and
accounting advisory fees, and ASX initial listing fees. The Company has assumed that all IPO transaction costs incurred in respect of the
selldown by existing shareholders will be expensed by the Company via the statement of profit or loss and other comprehensive income.
The IPO transaction costs related to the primary capital raise will be capitalised to share capital where applicable otherwise, they will be
expensed through the statement of profit or loss and other comprehensive income.
3. Adjustment to exclude the payment for the cancellation of Escala share options which had previously been issued to Escala.
4. Adjustment to exclude the legal, advisory and consulting costs incurred on historical capital raising processes which were expensed
and not capitalised.
5. Adjustment to exclude the write-down of intangible assets following a strategic review and assessment of technology requirements.
Costs incurred on internal resourcing and external consultants to build technology were previously capitalised into intangible assets.
6. Adjustment to exclude the cost incurred for the restructure and redemption of convertible redeemable preference shares (CRPS).
The Company issued 95,800 CRPS between FY15 and FY16. These were all fully redeemed in July 2017.
7. CRPS/CRRPS distributions are payments made to holders line with the term of the instruments.
8. Adjustment to remove historical income tax (expenses)/benefit which represents the tax payable on the period’s taxable income adjusted by
changes in deferred tax assets and liabilities. In 2017, this related to an income tax expense on MWH Capital Pty Limited (MWH – the subsidiary
of the Company). In 2018, this figure was reversed when the Company and MWH became a tax consolidated group.

5.8. Pro Forma and Statutory Historical Income Statements for H1 FY18 and H1 FY19
Table 5 Pro Forma Historical Income Statements for H1 FY18 and H1 FY19
Table 5 below sets out the Pro Forma Historical Income Statements for H1 FY18 and H1 FY19.
Pro forma historical

P/E 31 December ($ million)

H1 FY18

H1 FY19

Platform revenue

6.9

7.8

Other revenue

0.4

0.2

R&D income

1.4

0.8

Total revenue

8.7

8.8

Employee benefits expense

(4.5)

(5.3)

Direct Expenses

(2.9)

(3.0)

Operating Expenses

(2.5)

(2.6)

Total expenses

(9.9)

(10.9)

EBITDA (before share based payment expense)

(1.2)

(2.1)

Share based payments

–

(0.8)

EBITDA

(1.2)

(2.9)

Depreciation & Amortisation

(0.1)

(0.1)

EBIT

(1.3)

(3.0)

Net Finance Costs
Loss before income tax
Income tax expense
Loss after income tax

–
(1.3)
–
(1.3)

0.1
(2.9)
–
(2.9)

Notes:
Refer to notes of Table 1 Pro Forma Historical and Pro Forma Forecast Income Statements.
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Table 6 Statutory Historical Income Statements for H1 FY18 and H1 FY19
Table 6 below sets out the Statutory Historical Income Statements for H1 FY18 and H1 FY19.
Statutory historical

P/E 31 December ($ million)

H1 FY18

H1 FY19

Platform revenue

6.9

7.8

Other revenue

0.4

0.2

R&D income

1.4

0.8

Total revenue

8.7

8.8

Employee benefits expense

(4.5)

(5.3)

Direct Expenses

(2.9)

(3.0)

Operating Expenses

(8.8)

(2.4)

(16.2)

(10.7)

(7.5)

(1.9)

Total expenses
EBITDA (before share based payment expense)
Share based payments
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–

(0.8)

EBITDA

(7.5)

(2.7)

Depreciation & Amortisation

(0.1)

(0.1)

EBIT

(7.6)

(2.8)

Net Finance Costs
Loss before income tax
Income tax expense
Loss after income tax x expense
Notes:
Refer to notes of Table 1 Pro Forma Historical and Pro Forma Forecast Income Statements.

–
(7.6)
0.1
(7.5)

0.1
(2.7)
–
(2.7)

Table 7 Pro forma adjustments to the Statutory Historical Income Statements for H1 FY18 and H1 FY19
Table 7 below sets out the pro forma adjustments to the Statutory Historical Income Statements to derive the
Pro forma Historical Income Statements for H1 FY18 and H1 FY19.
Historical

P/E 31 December ($ million)

Notes

Statutory EBITDA

H1 FY18

H1 FY19

(7.5)

(2.7)

(0.2)

(0.2)

Listed company costs

1

IPO transaction costs

2

–

–

Share Options Cancellation

3

1.7

–

Historical capital raising costs

4

–

–

Intangibles write-down

5

4.8

–

Pro forma EBITDA

(1.2)

(2.9)

Statutory NPAT

(7.5)

(2.7)

(0.2)

(0.2)

Listed company costs

1

IPO transaction costs

2

–

–

Share Options Cancellation

3

1.7

–

Historical capital raising costs

4

–

–

Intangibles write-down

5

4.8

–

Restructure of CRPS

6

–

–

CRPS/CRRPS distributions

7

0.0

0.0

Income tax

8

(0.1)

Pro forma NPAT

(1.3)

–
(2.9)

Notes:
Refer to notes of Table 4 Pro forma adjustments to Historical and Pro Forma Forecast Income Statements.

5.9. Statutory and Pro Forma Historical Balance Sheet
The Pro Forma Historical Balance Sheet presented in the table below has been derived from the Statutory
Historical Balance Sheet, adjusted to reflect the impact of the Offer, as at 31 December 2018. Details of the
pro forma adjustments made to the Statutory Historical Balance Sheet are set out in the notes to Table 8.
The Pro Forma Historical Balance Sheet is provided for illustrative purposes and is not represented as being
necessarily indicative of the Company’s view on its financial position at completion of the Offer or at a future
date. Further information on the sources and uses of the Offer proceeds in provided in Section 7.3.
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Table 8 Statutory and Pro Forma Historical Balance Sheet as at 31 December 2018

Notes

Statutory

Proceeds
from Offer1

3

4.5

15.0

Term deposits

5.5

Receivables

31 December 2018 ($ million)

Transaction
costs of
Offer2

Pro forma

Assets
Current assets
Cash at bank

(2.1)

17.4

–

–

5.5

2.3

–

–

2.3

Other current assets

1.2

–

0.1

1.3

Total Current Assets

13.5

15.0

Property, Plant & Equipment

0.2

–

–

0.2

Intangible assets

2.5

–

–

2.5

Total Non-Current Assets

2.7

–

–

2.7

16.2

15.0

Trade and other payables

2.5

–

–

2.5

Provisions

0.5

–

–

0.5

Total current liabilities

3.0

–

–

3.0

Provisions

0.3

–

–

0.3

Total non-current liabilities

0.3

–

–

0.3

Total liabilities

3.3

–

–

3.3

12.9

15.0

(2.0)

25.9

50.6

15.0

(0.9)

64.7

1.6

–

–

–

(1.1)

15.0

(2.0)

(2.0)

26.5

Non-Current Assets

Total assets

(2.0)

29.2

Liabilities
Current Liabilities
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Non-current liabilities

Net assets
Share capital

4

Reserves
Accumulated losses
Total Equity

5

(39.3)
12.9

1.6
(40.4)
25.9

Notes:
1.

The pro forma adjustment relating to the Proceeds from Offer and reflected in share capital.

2. The pro forma adjustment relating to the Transaction costs of the Offer reflects the anticipated IPO transaction costs ($2.0m). The pro forma
statement of financial position recognises these costs have been allocated between share capital and accumulated losses, based on those
IPO transaction costs eligible to be capitalised.
3. The pro forma cash balance reflects impact of the Offer being assumed proceeds from the Offer of $15 million offset by $2.0 million of
anticipated IPO transaction costs. The Company has an obligation to hold $5.0 million in regulatory capital to satisfy its Australian Financial
Services Licence requirements.
4. The pro forma other current assets balance reflects the GST receivable on the IPO transaction costs of $0.1m.
5. The pro forma share capital increases by the $15 million proceeds from the offer net of the proportion of transaction costs eligible
to be capitalised.
6. The pro forma accumulated losses increase by the proportion of the transaction costs that are required to be expensed through the
statement of profit or loss and other comprehensive income.

5.10. Liquidity and capital resources
Following completion of the Offer, the Company expects to have sufficient cash flow from operations and cash
on hand (including the proceeds of the Offer) to meet its operational requirements and business needs as stated
in this Prospectus for at least 18 months following the listing.
The Company’s ability to generate sufficient cash flow depends on its future performance, which in part is subject
to a number of factors beyond its control including general economic, financial and competitive conditions.
The Company’s primary use of funds from the Offer are expected to be existing operations, the development
of its technology and product offerings and working capital. Further information on the sources and uses of the
Offer proceeds in provided in Section 7.3.
The Company is required to maintain Net Tangible Assets of $5.0 million as a condition of its Australian Financial
Services Licence. Proceeds from the Offer should ensure that the Company is able to meet these requirements
beyond the forecast period of 30 June 2020.

5.11. Contractual obligations and commitments
Table 9 below summarises the Company’s commitments as at 31 December 2018, which principally relate to
property leases.
Table 9 Contractual obligations and commitments
As at 31 December 2018

$ million

Less than 1 year

0.7

1-5 years

2.0

Total

2.7

5.12. Research and Development Tax Incentive
The Company has made claims under the research and development tax incentive provided by the Australian
Government (R&D Incentive) since 1 July 2011. The R&D Incentive allows eligible entities to claim a refundable
tax offset at the rate of 43.5% where its turnover is less than $20 million. The R&D Incentive is claimed by way
of self-assessment by the Company. The Company’s research and development activities have been assessed
by management and professional advisers to determine the appropriate level of the R&D Incentive that should
be claimed.
There is a risk that the ATO or Innovation and Science Australia could form a different view to the Company
about the extent to which the R&D Incentive could be claimed for the Company’s research and development
activities. In recent times there has been a heightened level of audit activity on all claims previously submitted
under the R&D Incentive. In the event that the Company’s claims are selected for audit, the Company may need
to further substantiate its documentation of R&D incentive claims.
In the event that the Company is unable to provide appropriate documentation or adequately substantiate its
claims to the satisfaction of the ATO and Innovation and Science Australia it is possible that it could be required
to refund amounts previously received together with penalties depending on the outcome of the audit. The
directors are of the opinion that the R&D Incentive claims in respect of past years can be substantiated by
the Company.
The years which remain open to audit as at the date of this report are the financial years ended 30 June 2015,
30 June 2016, 30 June 2017 and 30 June 2018. The value of R&D incentives received by the Company in each
of those financial years is $1.8 million, $2.3 million, $3.5 million and $2.5 million respectively.
No provision has been recognised in the Statutory and Pro Forma Historical Balance Sheet as at 31 December 2018
presented in Section 5.9 in connection with any liability that might arise and at the date of the Prospectus, it is
not practicable to estimate the financial effect of this matter, if any.
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5.13. Material uncertainty related to going concern
The Statutory Historical Financial Information and Pro Forma Financial Information has been prepared on the
going concern basis which contemplates the continuity of normal business activities and the realisation of assets
and settlement of liabilities in the ordinary course of business and assumes the Company will have sufficient cash
resources to pay its debts as and when they become due and payable for a period of at least 12 months from
date of signing the date of this Prospectus.
The Company‘s H1 FY19 financial report reflects a net loss after income tax of $2,746,573 and net cash outflows
from operating and investing activities of $435,625 (which includes the receipt of $2,478,512 in research and
development tax incentives). As at 31 December 2018, the Company‘s H1 FY19 financial report reflects a net
asset position of $12,900,883. In line with projected cash flow and Net Tangible Assets (NTA) forecasts, the
Company will need to raise a minimum of $462,228 in equity funding by June 2019 and further equity funding
subsequent to that date to continue to meet its Australian Financial Services Licence (AFSL) conditions.
To address the future additional equity funding requirements of the Company, the Offer process was commenced
prior to 31 December 2018. As part of the Offer, in addition to providing a liquidity event to existing shareholders,
new shares will be offered to potential investors, which, if fully subscribed, will provide additional equity funding
of $15,000,000 (excluding transaction costs) which will enable the Company to continue to pursue its strategic
objectives, meet its AFSL conditions and enable the Company to continue as a going concern.
The cash flow forecast also factors in the assumptions that the Company will:
>> grow its funds under administration consistent with current growth rates and achieve further revenue growth
resulting from the rollout of new products and its platform; and
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>> continue to qualify for and obtain funds from the research and development refundable tax offset that has
been received by the Company in previous financial years (refer to Section 5.12) and is receivable in respect
of the current financial year.
Based upon the Offer, stage of business development and product innovation as a result of the Company’s
growth, the initiatives to manage cash spend, and the recent initiatives around more market competitive pricing
increases, the Directors are confident that the Company will be successful in raising additional equity funding
through the Offer to enable the Company to achieve its cash flow forecasts, advance the implementation of its
business strategy to grow and further rollout new products and its platform, and therefore that it is appropriate
to prepare the financial report of the Company on the going concern basis. However, if the Offer or a capital
raising does not occur and the initiatives referred to above do not eventuate, there is significant uncertainty
as to whether the Company will continue to meet its AFSL conditions and continue as a going concern.
The H1 FY19 financial report of the Company does not include any adjustments relating to the recoverability and
classification of recorded asset amounts or to the amount and classifications of liabilities that might be necessary
should the Company not continue as a going concern.

5.14. Pro Forma Historical and Forecast Cash Flows and Statutory Forecast Cash Flows
Table 10 below sets out the Pro Forma Historical for FY17 and FY18, the Pro Forma Forecast Cash Flows for FY19
and FY20 and the Statutory Forecast Cash Flows for FY19 and FY20.
Table 10 Pro Forma Historical and Forecast Cash Flows and Statutory Forecast Cash Flows
Pro forma historical1

Y/E 30 June ($ million) Notes
EBITDA

FY17
(4.5)

FY18
(2.8)

Pro forma forecast1

Statutory forecast

FY19

FY19

(6.3)

FY20

FY20

(3.4)

(7.1)

(3.4)

1.1

0.4

1.1

0.4

Add non-cash
items in EBITDA

2

(0.4)

Movement in
working capital

3

2.7

(0.5)

2.1

0.7

2.1

0.7

Capital expenditure

(2.4)

(2.2)

(2.7)

(3.3)

(2.7)

(3.3)

Net cash flows
before tax and
financing activities

(4.6)

(4.4)

(5.8)

(5.6)

(6.6)

(5.6)

Tax paid

1.1

–

–

–

–

–

–

Net finance costs

0.0

0.0

0.1

0.0

0.1

0.0

Issue/(repayment)
of CRPS/CRRPS

0.2

(11.0)

–

–

–

–

Distribution to
CRPS holders

(1.1)

(0.5)

–

–

–

–

15.0

–

15.0

–

Proceeds from
share issue

4

Cost of Share Issue

13.0

18.3

–

–

(0.1)

–

(0.1)

–

(2.0)

–

(0.9)

–

Transaction costs

4

–

–

Net cash flows

5

7.5

2.4

7.2

(5.6)

7.5

(5.6)

Notes:
1.

The Pro Forma Historical Cash Flow Statements and the Pro Forma Forecast Cash Flow Statements are reconciled to the respective
Statutory Historical Cash Flow Statements and Statutory Forecast Cash Flow Statements in Table 11.

2. Non-cash items in EBITDA principally reflect the share-based payment expense.
3. Changes in working capital include changes in trade and other receivables, other current assets, trade and other payables and provisions.
4. The statutory forecast FY19 includes the proceeds from the Offer and the transaction costs anticipated to be capitalised directly against
Share Capital, other costs associated with the Offer are expensed and presented within the statutory forecast EBITDA in FY19. As the pro
forma forecast EBITDA in FY19 excludes costs associated with the Offer, transactions costs presented within FY19 pro forma cash flows
represents all anticipated costs associated with the Offer.
5. The Company anticipates cash on hand of $13.8 million by 30 June 2020.
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Set out below is a reconciliation between the statutory historical and forecast consolidated cash flow to pro forma
historical and forecast cash flow:
Table 11 Reconciliation of Historical and Forecast Statutory and Pro Forma Cash Flow Statements
Historical

Y/E 30 June ($ million)

Forecast

Notes

FY17

FY18

FY19

1

3.3

2.8

7.5

Listed company costs

2

(0.4)

(0.4)

(0.3)

IPO transaction costs

3

–

–

–

–

Other non-recurring adjustments

4

4.6

–

–

–

7.5

2.4

7.2

Statutory net cash flow

FY20
(5.6)

Adjustments:

Pro forma net cash flow

–

(5.6)

Notes:
1.

Statutory net cash flows as disclosed in Table 10.

2. Anticipated incremental costs expected to be incurred as a listed company. These costs include listing and registry fees, investor relations
costs and other listed company associated costs.
3. IPO transaction costs include costs paid to the Joint Lead Managers, legal, tax and accounting advisory fees, and ASX initial listing fees.
4. Other non-recurring adjustments include historical capital raising costs.
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Table 12 Historical Statutory Cash Flow Statements for 1H FY18 and 1H FY19
Pro forma historical

P/E 31 December ($ million)

Notes

EBITDA

H1 FY18

H1 FY19

(1.2)

(2.9)

Add non-cash items in EBITDA

2

0.3

0.8

Movement in working capital

3

(3.3)

1.6

Capital expenditure

(1.0)

(1.2)

Net cash flows before tax and financing activities

(5.2)

(1.7)

Tax paid

–

–

Net finance costs

0.0

0.1

Issue/(repayment) of CRPS/CRRPS

(11.2)

Distribution to CRPS holders

(0.5)

Proceeds from share issue

4

Cost of Share Issue
Transaction costs

4

Net cash flows
Notes:
Refer to notes of Table 10 Pro Forma Historical and Forecast Cash Flows and Statutory Forecast Cash Flows.

–
(0.0)

11.5

–

–

–

–

(0.1)

(5.4)

(1.7)

Table 13 Reconciliation of Statutory and Pro Forma Cash Flow Statements for 1H FY18 and 1H FY19
Historical

P/E 31 December ($ million)

H1 FY18

Statutory net cash flow

H1 FY19

(5.2)

Adjustments:

(1.5)

–

Listed company costs

(0.2)

–
(0.2)

IPO transaction costs

–

–

Other non-recurring adjustments

–

–

Pro forma net cash flow

(5.4)

(1.7)

Notes:
Refer to notes of Table 11 Reconciliation of Historical and Forecast Statutory and Pro Forma Cash Flow statements.

5.15. Management discussion and analysis of Pro Forma Historical Financial Information
5.15.1. General factors affecting the operating results of the Company
A discussion of the main factors which affected the Company’s operating and financial performance in FY17,
FY18, H1 FY18 and H1 FY19, as well as the factors the Company expects may continue to affect it in the future
are summarised below.
The discussion of these general factors is intended to provide a brief summary only and does not detail all
factors which affected the Company’s historical operating and financial performance, nor everything that may
affect the Company’s operating and financial performance in the future.
The information in this section should also be read in conjunction with risk factors set out in Section 4 and other
information contained in this Prospectus.
5.15.1.1. Revenue
The key drivers of the Company’s revenue are Funds Under Administration (FUA) and fees derived with respect
to FUA.
FUA represents total client funds under administration. Movements in FUA are driven by:
>> Net flows from new and existing clients; and
>> Market movements and other factors.
Platform Revenue
The Company derives Platform Revenue inclusive of:
>> Administration fees
– Administration fees are calculated daily, either as a percentage of FUA or as a flat fee per account, and are
charged monthly.
– Administration fees are charged on a tiered basis dependant on the account size, with most accounts
having an administration fee cap applied at a certain level.
– Administration fees are charged on international listed securities and funds held in Model Portfolios.
>> Transaction fees
– Transaction fees are levied on individual transactions as stipulated in the relevant Product
Disclosure Statement.
– Transaction fees apply to International brokerage, ASX listed securities and managed fund settlements.
>> Ancillary fees
– Ancillary fees comprise other Platform-related fees which include margin on client cash held on the
Platform, fund manager service fees, and model manager participation fees.
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Other revenue
The Company generates other revenue including shared service fees and proprietary trading revenue.
R&D income
The Company has also derived income in the form of an ATO cash incentive for eligible expenditure on Research
and Development activities.
5.15.1.2. Expenses
The majority of the Company’s expenses comprise employee benefits expenses. The key components and
drivers of the Company expenses are:
>> Employee benefits
– Employee benefits expense primarily comprises salaries of operations, executions, sales and marketing,
support areas and executive management. The largest function by head count is operations.
– The employee benefits expense is driven by headcount and remuneration.
– Employee benefits expenses related to software development are not included in the profit and loss as they
are capitalised and amortised over the relevant period. In FY17, FY18, H1 FY18 and H1 FY19 the employee
benefit expense capitalised was $nil, $0.1 million, $nil and $0.8 million respectively.
>> Direct expenses
– Direct expenses include service provider and custodian expenses that relate to the running of the Platform
and execution of transactions on client accounts.
>> Other operating expenses
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– Other operating expenses include rent and occupancy costs, IT and communication costs, advertising and
marketing, consulting, legal and audit fees, and travel and accommodation.
>> Share based payments
– A management incentive scheme with a duration of three years is an equity based scheme that the CEO and
senior management participate in. Relevant expense is in accordance with AASB 2 Share Based Payments.
5.15.1.3. Depreciation and amortisation
Depreciation and amortisation includes primarily the depreciation of leasehold improvements, office furniture
and IT hardware and the amortisation of software development intangible assets.
5.15.1.4. Working capital
Working capital includes:
>> Receivables
– Receivables include primarily client fee receivables, which are settled by directly debiting client accounts
in the month following the month in which the fees are earned.
>> Other current assets
– Other current assets primarily include prepayments for software licences.
>> Trade and other payables
– Trade and other payables comprise primarily accrued expenses and accrued employee bonuses.
>> Provisions
– Provisions comprise employee entitlement annual leave provisions.
5.15.1.5. Capital expenditure
Capital expenditure includes leasehold improvements, the acquisition of office furniture, office equipment,
IT hardware and software development costs.

5.15.2. Pro Forma Historical Income Statement: FY18 compared to FY17
The table below sets out the Pro Forma Historical Income Statements for FY18 and FY17.
Table 14 Pro Forma Historical Income Statements: FY18 compared to FY17
Pro forma historical

Y/E 30 June ($ million)

Change

FY17

FY18

$m

%

Platform revenue

11.3

14.1

2.8

24.8%

Other revenue

0.6

0.8

0.2

33.3%

R&D income

3.5

2.5

(1.0)

(28.6%)

Total revenue

15.4

17.4

2.0

13.0%

Employee benefits expense

(8.4)

(9.4)

(1.0)

11.9%

Direct Expenses

(6.0)

(5.8)

0.2

(3.3%)

Operating Expenses

(5.5)

(4.5)

1.0

(18.2%)

(19.9)

(19.7)

0.2

(1.0%)

(4.5)

(2.3)

2.2

(48.9%)

(0.5)

(0.5)

(4.5)

(2.8)

1.7

(0.1)

(0.1)

–

(4.6)

(2.9)

1.7

Total expenses
EBITDA (before share based
payment expense)
Share based payments
EBITDA
Depreciation & Amortisation
EBIT
Net Finance Costs
Loss before income tax
Income tax expense
Loss after income tax

–

–
(4.6)

–
(2.9)

–
(4.6)

(37.8%)
0.0%
(37.0%)

–

n/a

1.7

–
(2.9)

n/a

(37.0%)

–

n/a

1.7

(37.0%)

Notes:
Refer to notes of Table 4 Pro forma adjustments to Historical and Pro Forma Forecast Income Statements.

Table 15 Pro Forma Historical Financial and Operating Metrics: FY18 compared to FY17
Pro forma historical

Change

Y/E 30 June

FY17

FY18

$

%

FUA (eop) ($ million)

5,837

7,123

1,286

22%

FUA growth (%)

30%

22%

n/a

Net FUA flows (eop) ($ million)

1,187

669

(518)

Platform and Other Revenue growth (%)

54%

25%

n/a

Platform and Other Revenue per account ($)

2,336

2,810

474

Total Expenses/Platform and Other Revenue (%)

167%

132%

n/a

(35%)

0.34%

0.28%

n/a

(0.06%)

Total Expenses/FUA (%)

(8%)
(43.6%)
(29%)
20.3%

Notes:
Refer to notes of Table 3 Key pro forma operating and financial metrics.
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Revenue
>> Total revenue increased by $2.0 million or 13.0% from $15.4 million in FY17 to $17.4 million in FY18.
Platform revenue
– The primary drivers of increased platform revenue in FY18 were the full year revenue impact of increased
FUA balances in FY17 flowing into FY18 together with increased FUA balances in FY18. FY18 revenue also
increased following a review of contracts to ensure competitive pricing, and improved cash margins.
– FUA grew by $1.2 billion or 20.3% from $5.8 billion at 30 June 2017 to $7.1 billion at 30 June 2018, driven
largely by existing Wealth Adviser Groups.
Other revenue
– The other revenue increase of $0.2 million was due to an increase in proprietary trading activity.
R&D income
– R&D income decreased by $1.0 million in FY18 due to a change in the IT strategy resulting in a reduction
in expenditure eligible under the ATO’s R&D tax incentive scheme.
Expenses
>> Total expenses (before share based payments) decreased by $0.2 million or 1.0% from $19.9 million in FY17
to $19.7 million in FY18, primarily due to:
– An increase in employee benefits expense of $1.0 million primarily driven by increased employee numbers
in FY18 together with employee remuneration increases. A number of vacant positions were filled during
H2 FY18, including a number of senior management positions.
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– A decrease in direct expenses of $0.2m included:
• an increase in service provider and custodian expenses of $0.5 million, in line with FUA growth over the
year; offset by
• a decrease in trading expenses of $0.7 million, which was due to a fixed pricing contract expiring in FY18.
– An offsetting decrease in operating costs of $1.0m or 18.2%, due to a number of cost cutting initiatives and
a full review of third party suppliers.
EBITDA
>> EBITDA loss decreased from $4.5 million in FY17 to $2.8 million in FY18 reflecting:
– An increase in revenue of $2.0 million;
– A reduction of total expenses (before share based payments) of $0.2 million; partially offset by; and
– the share based payment expense in relation to the CEO equity incentive plan introduced in FY18
($0.5 million) (see Section 6.3 for further detail of employee incentive plans).
Loss after income tax
>> Net loss after tax decreased from $4.6 million in FY17 to $2.9 million in FY18 or 37.0% due to a $1.7 million
reduction in EBITDA loss.

5.15.3. Pro Forma Historical Cash Flow Statements: FY18 compared to FY17
The table below sets out the Pro Forma Cash Flow Statements to net cash flows before interest and tax for FY18
and FY17.
Table 16 Pro Forma Historical Cash Flow Statements: FY18 compared to FY17
Pro forma historical

Y/E 30 June ($ million)

FY17

EBITDA

(4.5)

Add non-cash items in EBITDA

(0.4)

Movement in working capital

FY18
(2.8)
1.1

Change

$m

%

1.7

(37.8%)

1.5

(375.0%)
(118.5%)

2.7

(0.5)

(3.2)

Capital expenditures

(2.4)

(2.2)

0.2

(8.3%)

Net cash flows before interest and tax

(4.6)

(4.4)

0.2

(4.3%)

Notes:
Refer to notes of Table 10 Pro Forma Historical Forecast Cashflows and Statutory Cash Flows.

Commentary:
Net cash out flows reduced by $0.2 million between FY17 and FY18 reflecting:
>> A reduced EBITDA loss of $1.7 million;
>> An increase in non-cash items in EBITDA of $1.5 million;
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>> A decrease in the working capital movement of $3.2 million; and
>> A reduction in capital expenditure of $0.2 million.
The movement in non-cash items of $1.5 million relates to movement in the share based payment expense.
The working capital movement decrease of $3.2 million was primarily the result of a negative movement of
$5.9 million in payables due to the timing of payables. This movement was offset by a positive movement of
$2.3 million of the R&D tax incentive receivable (the difference between an increase in the receivable in FY17
and the decrease in the receivable in FY18).
The decrease in capital expenditure of $0.2 million relates to a reduced investment in IT development.
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5.15.4. Pro Forma Historical Income Statements: 1H FY19 compared to 1H FY18
The table below sets out the Pro Forma Historical Income Statements for H1 FY19 compared to H1 FY18.
Table 17 Pro Forma Historical Income Statements: H1 FY19 compared to H1 FY18
Pro forma historical

P/E 31 December ($ million)

H1 FY18

H1 FY19

$m

%

Platform revenue

6.9

7.8

0.9

13.0%

Other revenue

0.4

0.2

(0.2)

(50.0%)

R&D income

1.4

0.8

(0.6)

(42.9%)

Total revenue

8.7

8.8

0.1

Employee benefits expense

(4.5)

(5.3)

(0.8)

17.8%

Direct expenses

(2.9)

(3.0)

(0.1)

3.4%

Operating expenses

(2.5)

(2.6)

(0.1)

4.0%

Total expenses

(9.9)

(10.9)

(1.0)

10.1%

EBITDA (before share based
payment expense)

(1.2)

(2.1)

(0.9)

75.0%

(0.8)

(0.8)

n/a

(1.7)

141.7%

Share based payments
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Change

–

EBITDA

(1.2)

(2.9)

Depreciation & Amortisation

(0.1)

(0.1)

EBIT

(1.3)

(3.0)

(1.7)

0.1

0.1

(2.9)

(1.6)

Net Finance Costs
Loss before income tax
Income tax expense
Loss after income tax

–
(1.3)
–
(1.3)

–

–
(2.9)

1.1%

0.0%
130.8%
n/a
123.1%

–

n/a

(1.6)

123.1%

Notes:
Refer to notes of Table 4 Pro Forma adjustments to Historical and Pro Forma Forecast Income Statements.

Table 18 Pro Forma Historical Financial and Operating Metrics for 1H FY18 and 1H FY19
Pro forma historical

P/E 31 December

Change

H1 FY18

H1 FY19

$

%

6,774

7,285

511

7.5%

FUA growth (%)

16%

2%

n/a

(14%)

Net FUA flows (eop) ($ million)

458

456

Platform and Other Revenue growth (%)

39%

44%

n/a

Platform and Other Revenue per account ($)

1,336

1,601

265

19.8%

Total Expenses/Platform and Other Revenue (%)

136%

138%

n/a

2%

Total Expenses/FUA (%)

0.15%

0.15%

n/a

0.00%

FUA (eop) ($ million)

Notes:
Refer to notes of Table 3 Key Pro Forma Financial and Operating Metrics.

(2)

(0.4%)
(5%)

Revenue
Total revenue increased by $0.1 million or 1.1% from $8.7 million in H1 FY18 to $8.8 million in H1 FY19.
Platform revenue
>> The primary drivers of increased platform revenue in H1 FY19 were the full year revenue impact of increased
FUA balances in H1 FY18 flowing into H1 FY19 together with increased FUA balances in H1 FY19.
>> H1 FY19 also benefited from improved revenue following the review of contracts to ensure competitive pricing
and also some new revenue streams – product licence fees and model manager participation fees.
>> FUA grew by $0.5 billion or 7.4% from $6.8 billion in 31 December 2017 to $7.3 billion in 31 December 2018,
driven largely by existing Wealth Adviser Groups.
Other revenue
>> Other revenue decreased by $0.2 million in H1 FY19 due to decrease in proprietary trading activity.
R&D income
>> R&D revenue decreased by $0.6 million in H1 FY19 driven by the change in IT strategy resulting in a reduction
in expenditure eligible under the ATO’s R&D tax incentive scheme.
Expenses
>> Total expenses (excluding share based payments) increased by $1.0 million or 10.1% from $9.9 million in H1 FY18
to $10.9 million in H1 FY19, primarily due to:
– An increase in employee benefits expense of $0.8 million, which was primarily driven by increased employee
numbers during H2 FY18, in particular a number of senior management positions together with employee
remuneration indexation; and
– An increase in operating expenses of $0.1 million being largely an increase in marketing spend.
>> The share based payment expense recognised in 1H FY19 related to the CEO equity incentive plan
(commenced during H2 FY18) and the introduction of an equity incentive plan for other members of the
senior management team in H1 FY19 ($0.8 million).
EBITDA
>> EBITDA loss increased from $1.2 million in H1 FY18 to $2.9 million in H1 FY19 reflecting:
– An increase in revenue of $0.1 million being offset by:
– The increase in total expenses of $1.0 million and the share based payment expense of $0.8 million
in relation to the Company’s new equity incentive plans.
Loss after tax
>> Net loss after tax increased from $1.3 million in H1 FY18 to $2.9 million in H1 FY19 primarily reflected the $1.7m
increase in EBITDA loss.
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5.15.5. Pro Forma Historical Cash Flow Statements: H1 FY19 compared to H1 FY18
The table below sets out the Pro Forma Historical Cash Flow Statements for H1 FY18 and H1 FY19.
Table 19 Pro Forma Historical Cash Flow Statements: H1 FY19 compared to H1 FY18
Pro forma historical

P/E 31 December ($ million)

H1 FY18

H1 FY19

Change

$m

%

EBITDA

(1.2)

(2.9)

(1.7)

141.7%

Add non-cash items in EBITDA

0.3

0.8

0.5

166.7%

Movement in working capital

(3.3)

1.6

4.9

(148.5%)

Capital expenditures

(1.0)

(1.2)

(0.2)

20.0%

Net cash flows before interest and tax

(5.2)

(1.7)

3.5

(67.3%)

Notes:
Refer to notes of Table 10 Pro Forma Historical Forecast Cashflows and Statutory Cash Flows.

Commentary:
H1 FY18 vs H1 FY19
Net cash out flows decreased by $3.5 million between H1 FY18 and H1 FY19 reflecting:
>> A reduced EBITDA loss of $1.7 million;
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>> An increase in non-cash items in EBITDA of $0.5 million;
>> An increase in the working capital movement of $4.9 million; and
>> An increase in capital expenditure of $0.2 million.
The non-cash items movement of $0.5 million relates to movement in the share based payment expense.
The working capital movement of $4.9 million was primarily due to the movement in the R&D receivables
balances and the timing of the receipt of the incentive. In addition a lower level of payables in H1 FY19
compared with H1 FY18 resulted from the timing of payments together with an increase in accruals.
The increase in capital expenditure of $0.2 million relates to investment in IT technology including further
investment in The Hive.

5.16. Pro Forma Forecast Financial Information
The basis of preparation of the Forecast Financial Information is set out in Section 5.2.4. This section describes the
general assumptions and specific assumptions adopted in the preparation of the Forecast Financial Information.

5.16.1. General assumptions
In preparing the Forecast Financial Information, the following general best estimate assumptions have
been adopted:
>> There is no material change in the competitive and operating environment in which the Company operates;
>> There is no significant deviation from current market expectations of global or Australian economic conditions
relevant to the Company;
>> There are no material changes in any government legislation or regulation (including tax legislation), or
government policy that has a material impact on financial performance or cash flows, financial position,
accounting policies, or licensing requirements of the Company, or its ability to earn income from clients
including in jurisdictions where it is not licensed and does not actively market;
>> There are no material changes in key personnel and the Company maintains its ability to recruit and retain
the personnel required to support future growth;

>> There are no significant interruptions experienced in relation to the technology, platform or websites utilised
by the Company;
>> There are no material changes in applicable Australian Accounting Standards or other mandatory professional
reporting requirements of the Corporations Act which have a material effect on the Company’s financial
performance, financial position, accounting policies, financial reporting or disclosure during the forecast period;
>> There are no material industry disturbances, environmental costs, contingent liabilities or legal claims will arise
or be settled to the detriment of the Company;
>> There are no material acquisitions, divestments, restructuring or investments other than as set out in,
or contemplated by, this Prospectus;
>> There are no material changes to the Company’s corporate or funding structure other than as set out in,
or contemplated by, this Prospectus;
>> There are no material disruptions to the continuity of operations of the Company nor other material changes
in its business activities;
>> There is no material amendment to or termination of any material agreement, contract or arrangement other
than set out in, or contemplated by, this Prospectus;
>> None of the risks listed in Section 4 eventuate, or if they do, none of them has a material adverse impact on
the operations of the Company; and
>> The Offer proceeds in accordance with the timetable set out on page 5 of this Prospectus.

5.16.2. Specific assumptions
The Forecast Financial Information has been prepared on the basis of an 18 month forecast ending on
30 June 2020. The Forecast Financial Information also has regard to the Company’s trading performance
up until the date of lodgement of the Prospectus.
The Forecast Financial Information is based on various specific assumptions, of which the key specific assumptions
are set out below. The assumptions below are only a summary of the key assumptions and do not represent all
factors which will affect the Company’s forecast financial performance. This information is intended to assist
investors in assessing the reasonableness and likelihood of the assumptions occurring, and is not intended to be
a representation that the assumptions will occur. It should be read in conjunction with the basis of preparation of
the Forecast Financial Information set out in Section 5.2.4, and the general assumptions set out in above and the
risk factors set out in Section 4.
The basis of the specific assumptions that have been used in the preparation of the Forecast Financial
Information are set out below:
5.16.2.1. Revenue
Forecast revenue is based on the following key assumptions:
Platform Revenue
Platform revenue comprising administration fees, transaction fees and ancillary fees is forecast to grow with
FUA growth. Forecast platform revenue growth of 9% and 22% for FY19 and FY20 and FUA growth of 6%
($0.4 billion) and 30% ($2.3 billion) for FY19 and FY20 respectively is principally driven by expected growth
in current client base and new client acquisition.
Forecast increases in platform fees for FY19 and FY20 incorporate expected growth in international brokerage
through the company’s new strategic partnership with RBC and focussed marketing efforts expected to
produce an increase in product licence fees. The full-year impact of these revenue streams will impact FY20
revenue as well as full-year impact of prior year FUA growth. The company also expects to benefit from FUA
growth resulting from Escala’s strategic partnership with Focus Financial Partners Inc.
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>> Anticipated forecast movements in FUA reflect the following business drivers:
– Existing Wealth Adviser Groups transferring additional accounts onto the platform through increased
penetration of their existing client bases, including additional growth through expansion of Escala’s
footprint throughout Australia;
– New Wealth Adviser Groups transferring their accounts onto the platform based on the Company’s
business development pipeline and its ability to win new business;
– Offset by an assumed level of Wealth Adviser Groups and account attrition consistent with the Company’s
historical experience; and
– No change in the market value of the assets on the platform.
>> Platform Revenue per account growth reflects:
– increases following contract reviews with existing wealth adviser groups and assumes wins with more
competitive rates;
– increases in transaction and ancillary revenue through projected growth in Escala’s FUA;
– the benefit of negotiated improvements in cash administration fees;
– full-year impact of FUA onboarded to the platform in the 12 months prior to the start of the respective
forecast periods; and
– a portfolio asset allocation which is consistent with the existing profile.
Other revenue
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The Company has taken historical experience and expected market conditions into account when forecasting
other revenue, which primarily comprises of shared services income and proprietary trading revenue.
R&D income
Forecast R&D income reflects lower levels of eligible expenses under the ATO’s R&D tax incentive scheme due
to change in IT strategy.
5.16.2.2. Expenses
Forecast expenses are based on the following key assumptions:
Employee benefits:
>> A net increase in the Company’s headcount to fill existing vacancies and specific additional positions planned
to service business requirements and growth strategies; and
>> An assumed impact on an annual employee remuneration reviews.
Direct expenses:
>> Service provider and operating expenses are forecast to increase in line with FUA growth; and
>> Volume related transaction expenses are expected to increase in line with expected growth in domestic and
international trading, factoring in assumed FUA growth and a portfolio asset allocation consistent with the
existing profile.

Operating expenses:
>> IT communication costs are forecast to increase in line with account growth expectations and the assumed
increase in headcount;
>> An increase in professional fees has been forecast as a result of the changing and increasing complex
regulatory environment;
>> An increase in marketing expenses to increase brand awareness has been forecast;
>> Other operating expenses are based on the current level of expenditure, adjusting for known growth initiatives
and expected inflation-related cost increases; and
>> Additional rent and occupancy costs have been forecast associated with the addition of one new leased floor
in the Company’s Melbourne office as part of the Tickr offering in addition to the annual rental escalation on
the existing leases.
Share based payment expense:
Share based payments for the senior management are expensed over the forecast period based on calculations
which includes discount factors that have been applied to the maximum performance rights as determined in
the contracts.
5.16.2.3. Other costs
Depreciation and amortisation
Depreciation is in line with historical expenses. Amortisation of the core application began during FY19, this is
forecast to continue and increase as further stages of the application are completed. Amortisation of back-end
development is forecast to begin once projects are completed.
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Net finance costs
Interest receivable is forecast to increase in line with increased cash balances held by the Company following
the Offer.
Income tax expense/benefit
As the Company is loss making during the forecast period there is no income tax expense forecast.
5.16.2.4. Cash flows
Working capital
The working capital movements are driven by the forecast movements in receivables, other current assets, trade
and other payables and provisions.
Capital expenditure
Forecast capital expenditure is based on:
>> Ongoing investment in IT development costs including further investment in Hive;
>> The fit-out of the new leased floor in the Melbourne office in respect of Tickr; and
>> Investment in computer hardware to support the forecast growth.
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5.17. Management discussion and analysis of Pro Forma Forecast Financial Information
5.17.1. Pro Forma Historical Income Statements and Pro Forma Forecast Income Statements:
FY19 compared to FY18
The table below sets out the Pro Forma Historical Income Statement for FY18 and the Pro Forma Forecast
Income Statement for FY19.
Table 20 Pro forma Historical Income Statements and Pro Forma Forecast Income Statements:
FY19 compared to FY18
Pro forma
historical

Pro forma
forecast

FY18

FY19

$m

%

Platform revenue

14.1

15.4

1.3

9.2%

Other revenue

0.8

0.6

(0.2)

(25.0%)

R&D income

2.5

1.5

(1.0)

(40.0%)

Total revenue

17.4

17.5

0.1

0.6%

Employee benefits expense

(9.4)

(10.8)

(1.4)

14.9%

Direct Expenses

(5.8)

(6.4)

(0.6)

10.3%

Operating Expenses

(4.5)

(5.5)

(1.0)

22.2%

(19.7)

(22.7)

(3.0)

15.2%

EBITDA (before share based payment expense)

(2.3)

(5.2)

(2.9)

126.1%

Share based payments

(0.5)

(1.1)

(0.6)

120.0%

EBITDA

(2.8)

(6.3)

(3.5)

125.0%

(0.1)

(0.3)

(0.2)

200.0%

(2.9)

(6.6)

(3.7)

127.6%

0.2

0.2

(6.4)

(3.5)

Y/E 30 June ($ million)

Total expenses
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Depreciation & Amortisation
EBIT
Net Finance Costs
Loss before income tax
Income tax expense
Loss after income tax

–
(2.9)
–
(2.9)

–
(6.4)

Notes:
Refer to notes of Table 4 Pro Forma adjustments to Historical and Pro Forma Forecast Income Statements.

Change

–
(3.5)

n/a
120.7%
n/a
120.7%

Table 21 Pro forma Historical Financial and Operating Metrics and Pro forma Forecast Financial
and Operating Metrics: FY19 compared to FY18
Pro forma
historical

Pro forma
forecast

Y/E 30 June

FY18

FY19

$

%

FUA (eop) ($ million)

7,123

7,549

426

6%

FUA growth (%)

22%

6%

n/a

(16%)

Net FUA flows (eop) ($ million)

669

720

51

Platform and Other Revenue growth (%)

25%

7%

n/a

Platform and Other Revenue per account ($)

2,810

3,201

391

13.9%

Total Expenses/Platform and Other Revenue (%)

132%

142%

n/a

10%

0.28%

0.30%

n/a

0.02%

Total Expenses/FUA (%)

Change

7.6%
(18%)

Notes:
Refer to notes of Table 3 Key Pro Forma Financial and Operating Metrics.

Revenue
Total revenue is forecast to increase by $0.1 million or 0.6% from $17.4 million in FY18 to $17.5 million in FY19.
Platform revenue
>> FUA is forecast to grow by $0.4 billion or 6.0% from $7.1 billion at 30 June 2018 to $7.5 billion at 30 June 2019,
driven largely by existing Wealth Adviser Groups; and
>> The forecast drivers of increased platform revenue in FY19 were the full year revenue impact of increased FUA
balances in FY18 flowing into FY19 together with increased FUA balances in FY19. FY19 also benefited from
improved revenue following the review of contracts to ensure competitive pricing and also some new revenue
streams – product licence fees and model participation fees.
Other revenue
>> Decrease in other revenue by $0.2 million primarily due to lower monthly proprietary trading income being
forecast than was achieved in FY18 due to market conditions.
R&D income
>> The R&D revenue is forecast to decrease by $1.0 million in FY19 driven by the change in IT strategy resulting
in a reduction in expenditure eligible under the ATO’s R&D tax incentive scheme.
Expenses
>> Total expenses are forecast to increase by $3.0 million or 15.2% from $19.7 million in FY18 to $22.7 million
in FY19, primarily due to:
– An anticipated increase in employee benefits expense of $1.4 million, which was primarily driven a full year
impact of the employee increases in FY18 inclusive of a number of senior management positions together
with employee remuneration indexation;
– A forecast increase in direct expenses of $0.6 million driven by an increase in assumed service provider
and custodian expenses in line with FUA growth (FY19 forecast service provider and custodian expenses
relative to FUA: 0.06%; FY18: 0.06%);
– An assumed increase in operating expenses of $1.0 million being largely an incremental investment and
increased spend across a number of areas including marketing, IT and communication costs and regulatory
costs; and
– Share based payments expense of $1.1m in FY19 relative to $0.5 million in FY18 reflects out-workings
of AASB 2 Share Based Payment calculation methodology on the Management Incentive Scheme.
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EBITDA
>> EBITDA loss is forecast to increase by $3.5 million from $2.8 million in FY18 to $6.3 million in FY19 reflecting:
– The increase in revenue of $0.1 million; offset by
– The increase in total expenses of $3.0 million and incremental share based payment expense of
$0.6 million.
Net loss after tax
>> Net loss after tax is forecast to increase by $3.5 million from $2.9 million in FY18 to $6.4 million in FY19,
primarily due to the $3.5 million increase in EBITDA loss.

5.17.2. Pro forma Historical Cash Flow Statements and Pro Forma Forecast Cash Flow
Statements: FY19 compared to FY18
The table below sets out the Pro Forma Historical Cash Flow Statement for FY18 and Pro Forma Forecast
Cash Flow Statement for FY19.
Table 22 Pro Forma Historical Cash Flow Statement and Pro Forma Forecast Cash Flow Statement:
FY19 compared to FY18
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Pro forma
historical

Pro forma
forecast

Y/E 30 June ($ million)

FY18

FY19

$m

%

EBITDA

(2.8)

(6.3)

(3.5)

125.0%

1.1

1.1

–

0.0%

Add non-cash items in EBITDA

Change

Movement in working capital

(0.5)

2.1

2.6

(520.0%)

Capital expenditures

(2.2)

(2.7)

(0.5)

22.7%

Net cash flows before interest and tax

(4.4)

(5.8)

(1.4)

31.8%

Notes:
Refer to notes of Table 10 Pro Forma Historical Cash Flow Statements and Statutory Historical Cash Flow Statements.

Commentary:
Net cash out flows are forecast to increase by $1.4 million between FY18 and FY19 reflecting:
>> An increase EBITDA loss of $3.5 million;
>> An increase in the working capital movement of $2.6 million; and
>> An increase in capital expenditure of $0.5 million.
The anticipated working capital movement increase of $2.6 million was primarily the result of the movement
in the payables balances driven by the timing of payments and increase in accruals.
The forecast increase in capital expenditure of $0.5 million relates to increased investment in IT development
and investment in computer hardware to support the forecast growth.

5.17.3. Pro Forma Forecast Income Statements: FY20 compared to FY19
The Table below sets the Pro Forma Forecast Income Statements for FY19 and FY20.
Table 23 Pro Forma Forecast Income Statements: FY20 compared to FY19
Pro forma forecast

Y/E 30 June ($ million)

Change

FY19

FY20

$m

%

Platform revenue

15.4

18.8

3.4

22.1%

Other revenue

0.6

0.6

–

0.0%

1.5

1.5

–

0.0%

17.5

20.9

3.4

19.4%

R&D income
Total revenue
Employee benefits expense

(10.8)

(11.5)

(0.7)

6.5%

Direct expenses

(6.4)

(6.8)

(0.4)

6.2%

Operating expenses

(5.5)

(5.6)

(0.1)

1.8%

(22.7)

(23.9)

(1.2)

5.3%

(5.2)

(3.0)

2.2

(42.3%)

(1.1)

(0.4)

0.7

(63.6%)

EBITDA

(6.3)

(3.4)

2.9

(46.0%)

Depreciation & amortisation

(0.3)

(0.9)

(0.6)

200.0%

EBIT

(6.6)

(4.3)

2.3

(34.8%)

0.2

0.3

0.1

50.0%

(6.4)

(4.0)

2.4

(37.5%)

Total expenses
EBITDA (before share based payments expense)
Share based payments

Net finance costs
Loss before income tax
Income tax expense
Loss after income tax

–
(6.4)

–
(4.0)

–

n/a

2.4

(37.5%)

Notes:
Refer to notes of Table 4 Pro forma adjustments to Historical and Pro Forma Forecast Income Statements.

Table 24 Pro Forma Forecast Financial and Operating Metrics: FY20 compared to FY19
Pro forma forecast

Change

Y/E 30 June

FY19

FY20

$

%

FUA (eop) ($ million)

7,549

9,833

2,284

30%

6%

30%

n/a

24%

720

2,284

1,564

217.2%

7%

21%

n/a

14%

Platform and Other Revenue per account ($)

3,201

3,460

259

8.1%

Total Expenses/Platform and Other Revenue (%)

142%

123%

n/a

(19%)

0.30%

0.24%

n/a

(0.06%)

FUA growth (%)
Net FUA flows (eop) ($ million)
Platform and Other Revenue growth (%)

Total Expenses/FUA (%)
Notes:
Refer to notes of Table 3 Key Pro Forma Financial and Operating Metrics.
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Revenue
Total revenue is forecast to increase by $3.4 million or 19.4% from $17.5 million in FY19 to $20.9 million in FY20.
Platform revenue
>> The primary drivers of the forecast increased platform revenue in FY20 are the full year revenue impact
of increased FUA balances in FY19 flowing into FY20 together with increased FUA balances in FY20.
>> FUA is expected to grow by $2.3 billion or 30% from $7.5 billion at 30 June 2019 to $9.8 billion at 30 June 2020,
driven predominantly by existing Wealth Adviser Groups adding new advisors and growing their addressable
client base, and to a lesser extent, by new clients.
>> Increased platform revenue is also forecast to come from additional product licence fees, model manager
participation fees, improved cash margin and the full year revenue impact of more favourable contract
renegotiations with existing customers are also forecast to provide additional revenue.
Other revenue
>> Other revenue forecasted to remain stable between FY19 and FY20 reflecting management assumptions
on market conditions impacting proprietary trading revenue.
R&D income
>> R&D revenue is anticipated to remain relatively steady at $1.5 million in FY20 relative to FY19 reflecting
the assumed level of eligible development expenditure remaining consistent with FY19.
Expenses
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>> Total expenses are forecast to increase by $1.2 million or 5.3% from $22.7 million in FY19 to $23.9 million
in FY20, primarily due to:
– An increase of employee benefits expense of $0.7 million primarily driven by a full year impact of
employees brought on in FY19 and annual remuneration indexation. Employee numbers are expected
to remain relatively consistent during FY20.
– An increase of direct costs of $0.4 million, including:
• An increase in service provider expenses of $0.3 million as a result of FUA growth (FY20 forecast
service provider relative to FUA: 0.05%; FY19: 0.06%);
• An increase in trading expenses of $0.5 million in line with the forecast increase in trading income
assumed, partially offset by; and
• A decrease in custodian expenses of $0.4 million predominantly due to a change of international
custodian in H2 FY19.
>> An anticipated increase in operating expenses of $0.1 million, with most expenses increasing as a result of
inflation-related growth initiatives. Regulatory costs decreased in FY20 due to FY19 being high with the
introduction of the new ASIC industry funding levy for FY18 and FY19, resulting in the full year impact being
captured in FY19.
>> A share based payment expense of $0.4 million in FY20 reflects the out-workings of AASB 2 Share Based
Payment calculation methodology on the Management Incentive Scheme.
EBITDA
>> A forecast EBITDA loss of $3.4 million in FY20, reflects an assumed improvement of $2.9 million from a
loss of $6.3 million in FY19. This arises from the forecast increase in revenue of $3.4 million and reduction
in forecast share based payments expense of $0.7 million partially offset by the assumed increase in total
expenses of $1.2 million.
Net loss after tax
>> A forecast loss after tax of $4.0 million in FY20 compared to $6.4 million in FY19 primarily reflects the
assumed EBITDA improvement of $2.9 million partially offset by an increase in forecast amortisation of
$0.6 million in relation to capitalised software development expenses.

5.17.4. Pro Forma Forecast Cash Flow Statement: FY20 compared to FY19
The table below sets out the Pro Forma Forecast Cash Flow Statements for FY19 and FY20.
Table 25 Pro Forma Forecast Cash Flow Statements: FY20 compared to FY19
Pro forma forecast

Y/E 30 June ($ million)
EBITDA

FY19
(6.3)

Change

FY20

$m

%

(3.4)

2.9

(46.0%)

Add non-cash items in EBITDA

1.1

0.4

(0.7)

(63.6%)

Movement in working capital

2.1

0.7

(1.4)

(66.7%)

Capital expenditures

(2.7)

(3.3)

(0.6)

22.2%

Net cash flows before interest and tax

(5.8)

(5.6)

0.2

(3.4%)

Notes:
Refer to notes of Table 10 Pro Forma Historical Forecast Cash Flow Statements and Statutory Historical Cash Flow Statement.

Commentary:
Net cash out flows are forecast to decrease by $0.2 million between FY19 and FY20 reflecting:
>> A forecast decrease in EBITDA loss of $2.9 million;
>> A forecast decrease in non-cash items in EBITDA of $0.7 million;
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>> A forecast decrease in the working capital movement of $1.4 million; and
>> An increase in forecast capital expenditure of $0.6 million.
The forecast movement in non-cash items of $0.7 million relates to movement in the share based payment expense.
The anticipated working capital movement decrease of $1.4 million reflects the movement in the trade payables
and accrued expenses. This is a result of the timing of payments and increased expenditure including an increase
in the staff bonus, together with a movement in accrued income due to the timing of receipt of receivables.
The forecast increase in capital expenditure of $0.6 million relates to increased investment in IT development
and computer hardware to support the forecast growth.

5.18. Sensitivity analysis
The Forecast Financial Information is based on a number of estimates and assumptions as described in Section
5.2.4, 5.14.1 and 5.14.2. These estimates and assumptions are subject to business, economic and competitive
uncertainties and contingencies, many of which are beyond the control of the Company, the Directors and
Management. These estimates are also based on assumptions with respect to future business decisions, which
are subject to change. The Forecast Financial Information is also subject to a number of risks including those
outlined in Section 4.
Investors should be aware that future events cannot be predicted with certainty and as a result, deviations from
the figures forecast in this Prospectus are to be expected. To assist investors in assessing the impact of these
assumptions of the Forecast Financial Information, the sensitivity of certain Forecast Financial Information to
changes in a number of key assumptions. The changes in the key assumptions as set out in the sensitivity analysis
are not intended to be indicative of the complete range of variations that may be experienced.
Care should be taken in interpreting these sensitivities. In order to illustrate the likely impact on the Forecast
Financial Information, the estimated impact of changes in each of the assumptions has been calculated in isolation
from changes in other assumptions and assumes a full year impact. In practice, changes in assumptions may
offset each other or be additive, and it is likely that the Company’s management would respond to any changes
in one item to seek to minimise the net effect on the Company’s earnings and cash flows.
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Table 26 Sensitivity analysis on pro forma forecast loss after tax for FY19 and FY20
Impact on FY19
net loss after tax

Impact on FY20
net loss after tax

$million

Variance

Increase

Decrease

Increase

Decrease

Increase in average FUA

+/- 5.0%

0.6

(0.6)

0.7

(0.6)

Platform Revenue/average
FUA (bps)

+/-1.0bps

0.7

(0.7)

0.8

(0.8)

Change in market value of equity
instruments on the Platform

+/- 10.0%

0.1

(0.1)

0.1

(0.1)

Change in cash balances on
the Platform

+/- 10.0%

0.2

(0.2)

0.5

(0.5)

Growth in employee benefits
expense

+/- 5.0%

(0.5)

0.5

(0.6)

0.6

Growth in other operating
expenses

+/- 5.0%

(0.3)

0.3

(0.3)

0.3

Notes
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•

Assumes a 5% increase/decrease in average FUA of a similar FUA mix.

•

Change in Platform Revenue by an increase/decrease in average FUA of 1bps.

•

Powerwrap’s asset mix equates to approximately a 60% variability to movement in equity markets to FUA. As such, a 10% increase/decrease
in equity markets will result in approximately a 6% increase/decrease in FUA. This will have no impact on revenue from accounts that have a
per account fee only, or that have account values that are over the fee caps. All other accounts will predominantly be impacted only at the
top tier applicable to the account value. The residual impact on overall revenue (excluding R&D) is approximately 0.6%.

•

Assuming a 10% increase/decrease in cash balances on the Platform results in an increase/decrease of 10% in cash interest income.

•

Change in employee benefits expense by an increase/decrease of 5.0%.

•

Change in other operating expenses by an increase/decrease of 5.0%.

5.19. Dividend policy
The Board does not currently intend to declare a dividend in FY19 or FY20. The timing of the commencement
of payment of dividends will be dependent on the future profitability of the Company.
The Board will review this policy as appropriate and the declaration and amounts of any dividends are at the
sole discretion of the Board. In making a decision concerning dividends, the Board will take into account the
Company’s earnings for the period, future capital requirements and other relevant factors such as the outlook
for the Company.

6.
Key people, interests
and benefits
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6. Key people, interests and benefits

6.1 Board of Directors
The Board of Directors brings relevant experience and skills including professional services financial
management, legal services and corporate governance. The Board comprises:
Anthony Wamsteker
Non-Executive – Chairman
Anthony has been a Non-Executive Director of the Company since August 2017 and the
Chairman since January 2018.
He has 30 years’ experience in financial services including nine years as the founding
CEO of ME Bank and 12 years in the Funds Management division of National Mutual/AXA.
Richard Loveridge
Non-Executive Director
Richard has been a Non-Executive Director of the Company since October 2017.
Richard has extensive experience in the corporate advisory field including IPOs and
capital raisings, mergers and acquisitions and joint ventures. He currently sits on the
board of ASX-listed Capitol Health.
Donna Hardman
Non-Executive Director
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Donna has been a Non-Executive Director of the Company since January 2019.
She has extensive experience in technology-based transformation across the financial
services sector. She currently sits on the Board, Audit & Risk Committee and chairs the
Remuneration Committee of ASX-listed company Villa World Limited. In addition, she is
an independent member of the Audit and Risk Committee for the Department of Foreign
Affairs and Trade and an independent member of the Audit and Risk Committee for the
Civil Aviation and Safety Authority.
The composition of the Board committees and details of its key corporate governance policies are set out in
section 6.4.
The Board has considered the Company’s immediate requirements as it transitions to an ASX listed company
and is satisfied that the composition of the Board reflects an appropriate range of independence, skills and
experience for the Company after Listing.

6.2. Executive management
The Company’s senior executive managers are set out below:
William Davidson
Chief Executive Officer
William’s previous roles include Chief Executive Officer of Bennelong Wealth Partners
and Chief Operating Officer of Bangarra, one of the largest single family offices in
Australia. Previously, he built a 400-person digital and advertising group with offices
in seven countries that was successfully sold to a NASDAQ-listed company.

Bruce MacDougall
Chief Financial Officer
Bruce is a Certified Practicing Accountant (CPA) with over 30 years’ experience in the
financial services industry. Previously he was the Chief Financial Officer at Netwealth
and also had 11 years as Chief Financial Officer at Colonial First State and 2 years as
Chief Financial Officer at Summit, AXA’s wrap platform.

James Edmonds
Chief Operating Officer
James has had a long career with a number of top tier firms including State Street,
Deutsche Bank and more recently, Morgan Stanley. He has worked in Europe and the
United States. As Head of Investment Platforms, James was responsible for building
Morgan Stanley Australia’s global SMA solution and managed key relationships with
Praemium and Ausmaq.
Wes Gillett
Head of Sales
Wes is a leader in the platform segment with over 25 years experience in this space.
Wes has lead a number of sales teams, most recently as Head of Sales and Distribution
for HUB24 where he grew HUB24 from a $400M FUA business to over $6 Billion FUA
in around 4 years. Prior to HUB24, Wes had a 12 year career at Asgard.
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Libby O’Farrell
General Manager Product & Client Experience
Libby has over 18 years experience in financial services with organisations such as AMP
Securities in Japan and ANZ Banking Group across the Institutional, Private Banking and
Retail divisions. Her focus is on the continuous enhancement and development of the
Powerwrap offering.

Will Cole
Head of Risk and Compliance
Will is a risk and compliance specialist with 17 years’ experience in the financial services
sector. Previous roles include Management Consultant at Accenture, Private Client Adviser
at Bell Potter Securities, Head of Risk and Compliance at Intersuisse and Head of Risk &
Compliance at Phillip Capital.

Julian de Crespigny
Head of Commercial & Product Development
Julian has 30 years’ experience in the local finance and stockbroking industry as Merrill
Lynch Equities Director, BT Financial Group Equities Director, Deutsche Bank Equities
Associate Director, Macquarie Private Bank.
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Tracey May
Head of Human Resources
Tracey has extensive experience in senior HR positions across finance and professional
services, sport and hospitality, not for profit, global pharmaceuticals and healthcare.
Her expertise lies in organisational & cultural change, executive coaching, recruiting,
L & D, strategic planning, employee relations & generalist HR consulting.

6.3 Interests and benefits
This section 6.3 sets out the nature and extent of the interests and fees of certain persons involved in the Offer.
Other than as set out below or elsewhere in this Prospectus, no:
>> Director or proposed Director;
>> person named in this Prospectus who has performed a function in a professional, advisory or other capacity
in connection with the preparation or distribution of this Prospectus;
>> promoter of the Company; or
>> underwriter to the Offer or financial services licensee named in the Prospectus as a financial services licensee
involved in the Offer,
holds at the time of lodgement of this Prospectus with ASIC, or has held in the two years before lodgement
of this Prospectus with ASIC, an interest in:
>> the formation or promotion of the Company;
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>> property acquired or proposed to be acquired by the Company in connection with its formation or promotion,
or in connection with the Offer; or
>> the Offer,
and no amount (whether in cash, Shares or otherwise) has been paid or agreed to be paid, nor has any benefit
been given or agreed to be given, to any such persons for services in connection with the formation or promotion
of the Company, SaleCo or the Offer or to any Director or proposed Director to induce them to become, or
qualify as, a Director.

Interests of advisers
The Company has engaged the following professional advisers:
>> Bell Potter and Baillieu have acted as Joint Lead Managers to the Offer. The Company has paid or agreed
to pay the Joint Lead Managers the fees described in section 9.5 for these services;
>> Hall & Wilcox has acted as Australian legal adviser to the Company in relation to the Offer. The Company
has paid, or agreed to pay, approximately $125,000 (excluding disbursements and GST) for these services
up until the Prospectus Date. Further amounts may be paid to Hall & Wilcox in accordance with its normal
time-based charges;
>> Deloitte Corporate Finance Pty Ltd has acted as Investigating Accountant and has prepared the Investigating
Accountant’s Report and has performed work in relation to due diligence enquiries. The Company has paid,
or agreed to pay, approximately $220,000 (excluding disbursements and GST) for the above services up until
the Prospectus Date. Further amounts may be paid to Deloitte Corporate Finance Pty Ltd in accordance with
its normal time-based charges;

>> Lodge Partners has been appointed by the Joint Lead Managers to act as Co-Manager for the Offer. The Joint
Lead Managers are responsible for payment of any fees to the Co-Manager and Lodge Partners does not
have any entitlement to any additional fees from Powerwrap; and
>> Pitcher Partners has acted as tax advisers to the Company in relation to the Offer. The Company has paid,
or agreed to pay, approximately $70,000 (excluding disbursements and GST) for these services up until the
Prospectus Date. Further amounts may be paid to Pitcher Partners in accordance with its normal timebased charges.
These amounts, and other expenses of the Offer, will be paid by the Company out of funds raised under the Offer
or available cash. Further information on the use of proceeds and payment of expenses of the Offer is set out in
section 7.3.

Director interests & remuneration
Non-Executive Directors’ remuneration
Under the Constitution, the Board may decide the remuneration from the Company to which each Director
is entitled for his or her services as a Director. However, under the ASX Listing Rules, the total amount of fees
payable to all Directors for their services (excluding for these purposes, the remuneration of the any executive
Directors) must not exceed in aggregate, in any financial year, the amount fixed by the Company in its general
meeting. Any increase to that aggregate annual sum needs to be approved by Shareholders. Directors will seek
approval of the Shareholders in respect of any increase from time to time, as appropriate. The current aggregate
annual sum is $500,000.
This aggregate annual sum does not include any special remuneration which the Board may grant to the Directors
for special exertions or additional services performed by a Director for, or at the request of the Company, which
may be made in addition to, or in substitution for the Director’s fees.
The annual Directors’ fees currently paid by the Company are $90,000 (exclusive of GST) to the Chairman
and $70,000 (exclusive of GST) to each of the other Non-Executive Directors.
Other entitlements
Directors may also be reimbursed for travel and other expenses reasonably incurred in connection with the
performance of their duties as Directors. Directors may be paid such special remuneration as the Directors
decide is appropriate where a Director performs extra work or services for or at the request of the Company.
There are no retirement benefit schemes for Directors, other than statutory superannuation contributions.
All Directors’ fees include superannuation.
Director protection deeds
The Company has entered into a deed of access, indemnity and insurance with each Director which contains
the Director’s right of access to Board papers and requires the Company to indemnify, to the extent permitted
by the Corporations Act, each Director in respect of certain losses and liabilities (including all reasonable legal
expenses) which the Director may incur as a Director of the Company or of a related body corporate.
Under the deeds of access, indemnity and insurance, the Company must maintain a directors’ and officers’
insurance policy insuring each Director (amongst others) against liability as a director of the Company and its
related bodies corporate for the period that they are directors and for seven years after they cease to act as
directors of the Company or a related body corporate (or the date any relevant proceedings commenced during
the seven-year period have been finally resolved).

Prospectus liability insurance
The Company intends to effect a policy of prospectus liability insurance. It is intended that the policy would insure
the Company and all of its officers in respect of any claims that this document contains untrue or misleading
statements or information or omissions and in respect of official investigations in relation to the Offer.
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Directors’ shareholding
Directors are not required under the Constitution to hold any Shares. On Completion of the Offer, the number
of Shares held by Directors are expected to be as follows:
Table 12 Directors’ shareholding

Director

Shares held
immediately prior
to Completion
of the Offer

Shares
acquired/(sold)
in the Offer

Shares held
on Completion of
the Offer (number)

Shares held
on Completion
of the Offer (%)

0

0

0

0

2,740,000

0

2,740,000

1.33%

0

0

0

0

Richard Loveridge
Anthony Wamsteker
Donna Hardman

Final Directors’ security holdings will be notified to the ASX on Listing. Directors may hold their interests in
securities shown above directly, or indirectly through holdings by companies or trusts.

Employee incentive arrangements
Short term incentive plan
The Company established a short time inventive plan and guidelines (STIP) in order to:
>> provide appropriately competitive salary and rewards to successfully attract, motivate and retain the highest
standard quality individuals;
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>> reward staff for their individual and collective contribution to the Company’s success, demonstrating the
Company’s values and behaviours, and for creating and enhancing value for Shareholders; and
>> develop the Company’s competitive advantage and respond quickly and strategically to changing
opportunities and challenges.
The STIP provides for permanent full-time and part-time employees of the Company who have been employed
in an eligible position for a minimum of 6 months prior to the end of the relevant financial year to receive an
annual short-term incentive payment on the terms set out in the STIP based on the Company achieving its
annual EBITDA target. The payment of any short-term incentive is made at the Company’s sole discretion.
The Directors are not entitled to participate in the STIP.
Long term incentive plan
In May 2018, the Company established a long-term equity-based incentive plan (LTIP) for staff, in order to:
>> Recognise the ability and efforts of staff who have contributed to the success of the Company;
>> Provide an incentive to staff to achieve the long-term objectives of the Company and improve the
performance of the Company and value for Shareholders; and
>> Attract talent to the Company and foster and promote loyalty between the Company and its staff.
The LTIP provides for the award of performance rights (Performance Rights) which may be converted to
Shares, subject to certain performance conditions. The Board believes that the terms of the LTIP are consistent
with schemes adopted by other Australian companies with similar risk and reward profiles.
The key terms of the LTIP are as follows:
Eligibility: The Board may, in its absolute discretion, invite an Eligible Participant to apply for Performance
Rights. An Eligible Participant is an employee or contractor of the Company, and Directors are not entitled
to participate in the LTIP.

Terms of Performance Rights:
>> Each Performance Right will be granted to Eligible Participants under the LTIP for no consideration;
>> Each Performance Right will entitle its holder to subscribe for and be issued, one fully paid ordinary share
in the capital of the Company (upon vesting (where applicable) and exercise of that Performance Right);
>> If the Company is admitted to the official list of the ASX (or another stock exchange) the Performance Rights
will not be listed for quotation on that exchange, however, the Company will apply for official quotation of the
Shares issued upon the exercise of any vested Performance Rights;
>> No payment is required for the exercise of a Performance Right;
>> A participant is not entitled to participate in or receive any dividend or other Shareholder benefits until its
Performance Rights have vested and been exercised and Shares have been allocated to the participant as
a result of the exercise of those Performance Rights; and
>> There are no participating rights or entitlements inherent in the Performance Rights and participants will
not be entitled to participate in new issues of securities offered to Shareholders of the Company during the
currency of the Performance Rights.
Performance Conditions: The vesting of the Performance Rights is conditional on the satisfaction of
Performance Conditions within a specified period. The Performance Rights are separated into two tranches
for the purposes of the Performance Conditions. The Performance Conditions include:
>> the relevant Eligible Participant remaining an employee or contractor of the Company for the full
‘Performance Period’ in respect of them, being the period from 1 July of the Financial Year in which the
invitation is made to the Eligible Participant until three years after that date (unless otherwise provided
in the invitation);
>> the Listing of the Company; and
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>> the achievement of the agreed milestones in respect of the Performance Period ending 30 June 2021.
Performance Rights: The Performance Rights will vest following satisfaction of the Performance Conditions.
Subject to the LTIP rules, the Board may declare that all or a specified number of any unvested Performance
Rights granted to an Eligible Participant which have not lapsed immediately vest if a change of control in relation
to the Company has occurred, or is likely to occur, having regard to the Eligible Participant’s level of achievement
of the Performance Conditions at the time.
Disposal restrictions
A participant may not assign, transfer, novate, or otherwise dispose of a Performance Right granted under the
LTIP without the express written approval of the Board, or where such assignment or transfer occurs by force
of law.
Overriding restrictions
No grant or issue of Performance Rights and/or Shares will be made to the extent that it would contravene
the Constitution, any applicable Listing Rules, the Corporations Act, the Securities Trading Policy or any other
applicable law.
Lapse
A Performance Right will immediately lapse upon the first to occur of:
>> its expiry date;
>> the Performance Condition(s) (if any) not being satisfied prior to the end of the performance period(s);
>> the transfer or disposition or purported transfer or disposition of the Performance Right or grant of a security
interest of the Performance Right in breach of the LTIP rules;
>> if the Performance Right has not vested, when the Eligible Participant ceases to be employed or engaged
by the Company other than for cause (unless otherwise determined by the Board); or
>> termination of the participant’s employment or engagement with the Company for cause.
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Other remuneration arrangements
Chief Executive Officer’s remuneration
Will Davidson is employed as the Chief Executive Officer of the Company. On 28 December 2017, the Company
entered into an employment contract with Mr Davidson that governs his employment with the Company.
The key terms of this agreement are as follows:
Term: The term of the agreement commenced on 28 December 2017 and will continue until either the Company
or Mr Davidson elects to terminate.
Termination: Both Mr Davidson and the Company may terminate the agreement at any time and by any reason
by giving 3 months’ written notice to the other party. Mr Davidson’s employment may otherwise be terminated
at any time for serious misconduct.
Services: Mr Davidson will provide the following services (amongst others) to the Company:
>> Developing and implementing corporate strategies that achieve the Board’s business objectives.
>> Preparing and monitoring the Company’s performance of the annual budget and business plan.
>> Implementing actions required to deliver the strategies, policies and directions approved by the Board.
>> Preparing accounts and informative annual and interim reports.
>> Providing sound leadership to the management and staff.
Remuneration: Mr Davidson currently receives a base remuneration package of $440,000 plus superannuation.
His base salary is subject to a potential increase of 10% on 1 January 2020 provided the Company achieves
annual revenue and EBITDA targets. In addition to his base salary, Mr Davidson is eligible for the following
performance-based incentives:
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>> Short term incentives: a discretionary bonus based on achieving hurdles based on a combination of Company
and personal performance targets set by the Board, which at a maximum would entitle Mr Davidson to a
bonus equal to 50% of his base remuneration.
>> Long term incentives: if the consolidated revenue and EBITDA of the Company exceeds specified hurdles,
Mr Davidson may participate in a long-term incentive program entitling him to be granted performance
rights. Mr Davidson currently holds 2,200,000 performance rights granted pursuant to this incentive plan.
Mr Davidson may also receive other benefits as agreed between the Company and himself from time to time.
Entitlements: Mr Davidson is entitled to 4 weeks of annual leave per annum in addition to other employee
entitlements that are customary for an agreement of this nature.
Other Senior Management
All other senior management are employed under written terms of employment with the Company.
The key terms and conditions of their employment include:
>> total remuneration packages (including mandatory superannuation contributions);
>> the potential to receive an annual STI; and
>> provisions ensuring that all intellectual property developed by them in the course of their work with the
Company is created for the benefit of and owned by the Company.

6.4 Corporate governance
This section 6.4 explains how the Board oversees the management of the Company’s business. The Board is
responsible for the overall corporate governance of the Company, including establishing and monitoring key
performance goals. The Board monitors the operational and financial position and performance of the Company
and oversees its business strategy including approving the strategic goals of the Company and considering and
approving an annual business plan, including a budget. The Board is committed to maximising performance,
generating appropriate levels of Shareholder value and financial return, and sustaining the growth and success
of the Company. In conducting the Company’s business with these objectives, the Board seeks to ensure that
the Company is properly managed to protect and enhance Shareholder interests. Accordingly, the Board has
created a framework for managing the Company, including adopting relevant internal controls, risk management
processes and corporate governance policies and practices which it believes are appropriate for the Company’s
business and which are designed to promote the responsible management and conduct of the Company.
The Company’s Board meets monthly. The Board reviews the development of the Company including its
operational and financial performance and ensures it is compliant within the various laws, regulations and
guidelines within which it operates.
The Company is seeking a listing on the ASX. The ASX Corporate Governance Council has developed and released
its Corporate Governance Principles and Recommendations (ASX Recommendations) for Australian listed
entities in order to promote investor confidence and to assist companies in meeting stakeholder expectations.
The ASX Recommendations are not prescriptions, but guidelines. However, under the ASX Listing Rules, the
Company will be required to provide a statement in its annual report disclosing the extent to which it has followed
the ASX Recommendations in the reporting period. Where the Company does not follow a recommendation, it
must identify the recommendation that has not been followed and give reasons
for not following it.
The Company aspires to the highest ethical standards in the conduct of its business. It also ensures that
all of the people engaged in the business comply with relevant codes of professional conduct. The Board
has adopted a number of charters and policies in order to strengthen the governance of the Company in
accordance with the ASX Recommendations appropriately adapted for the circumstances of the Company
and its services business. The Board anticipates that those charters and policies will be further developed and
refined as the Company and its management systems and capabilities develop in the years ahead. Copies
of the Company’s key policies and practices and the charters for the Board and each of its committees are
available at https://www.powerwrap.com.au/about/#section-corporate-governance.
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Related party transactions
Powerwrap has not entered into any related party transactions.

Significant shareholdings
The Shareholdings of each of the key Existing Shareholders as at the Prospectus Date and their expected
ownership of Shares at the Completion of the Offer is shown in the table below:
At Prospectus Date

At Completion of the Offer

Shares
(m)

%

Shares
(m)

%

Nelcan Pty Ltd

12.4m

8.2%

13.4m

6.5%

NGE Capital Limited

11.9m

7.9%

5.0m

2.4%

Regal Funds Management Pty Limited

11.0m

7.2%

19.5m

9.5%

Other shareholders

116.2m

76.7%

167.9m

81.6%

Total

151.5m

100.0%

205.8m

100.0%

Existing Shareholder
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Board of Directors
The Board of Directors is comprised of the Non-Executive Chair and two Non-Executive Directors, all of whom
are independent. The maximum number of Directors can be 10. The Board comprises:
>> Anthony Wamsteker;
>> Richard Loveridge; and
>> Donna Hardman.
Detailed biographies of the Board members are provided in section 6.1.
Each Director has confirmed to the Company that he or she anticipates being available to perform his or her
duties as a Non-Executive Director as the case may be, without constraint from other commitments.
The Board considers an independent Director to be a Non-Executive Director who is not a member of the
Company’s management and who is free of any business or other relationship that could materially interfere
with or reasonably be perceived to interfere with the independent exercise of their judgement.
The Board will consider the materiality of any given relationship on a case-by-case basis and has adopted
guidelines to assist in this regard. The Board reviews the independence of each Director in light of interests
disclosed to the Board from time to time.
The Board Charter sets out guidelines of materiality for the purpose of determining independence of Directors
in accordance with the ASX Recommendations and has adopted a definition of independence that is based on
that set out in the ASX Recommendations.
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The Board considers qualitative principles of materiality for the purpose of determining “independence” on a
case-by-case basis. The Board will consider whether there are any factors or considerations which may mean
that the Director’s interest, business or relationship could, or could be reasonably perceived to, materially
interfere with the Director’s ability to act in the best interests of the Company.
The Board considers that Anthony Wamsteker is free from any business or any other relationship that could
materially interfere with, or reasonably be perceived to interfere with, the independent exercise of his judgement
and is able to fulfil the role of independent Non-Executive Director and Chair for the purpose of the
ASX Recommendations.
The Board considers that each of Richard Loveridge and Donna Hardman is free from any business or any other
relationship that could materially interfere with, or reasonably be perceived to interfere with, the independent
exercise of the Director’s judgement and is able to fulfil the role of independent Director for the purpose of the
ASX Recommendations.
Accordingly, as at Listing, the Board will consist of only independent Directors and the Chair will be an
independent Director.

Board Charter
The Board Charter adopted by the Board sets out the roles and responsibilities of the Board in detail. It envisages
that the Board should comprise Directors with a range of skills, expertise, experience and diversity which are
relevant to the Company’s businesses and the Board’s responsibilities. The Board Charter allows the Board to
delegate powers and responsibilities to committees established by the Board and reserves certain matters for the
Board and any committees established by the Board. The Board retains ultimate accountability to Shareholders in
discharging its duties.

Board committees
The Board may from time to time establish appropriate committees to assist in the discharge of its
responsibilities. The Board has established an Audit & Risk Committee.
Other committees may be established by the Board as and when required. Membership of Board committees
will be based on the needs of the Company, relevant legislative and other requirements and the skills and
experience of individual Directors.
Under the Board Charter, Board committee performance evaluations will occur at least annually.

Audit & Risk Committee
The Audit & Risk Committee has been established to ensure that the Board fulfils its responsibilities for corporate
governance and overseeing the Company’s internal control structure. The Audit & Risk Committee’s
responsibilities including overseeing:
>> the Company’s relationship with its external auditor;
>> the preparation of the financial statements and reports; and
>> the Company’s financial controls and system.
In addition, the Audit & Risk Committee is responsible for managing the process of identification and
management of financial risk.
The Audit & Risk Committee provides a link between the Company’s external auditor and the Board, and has
responsibility for the appointment and removal of the external auditor, and for reviewing terms of its engagement.
All Directors are able to and do review and challenge policies and practices to ensure decisions taken are in the
best interests of the Company.
The Audit & Risk Committee will meet as often as necessary in order to fulfil their role, and it is intended that this
will ordinarily be once per quarter. The chairman of the Audit & Risk Committee may invite other non-committee
members (including members of management and representatives of the external auditor) to be present at
meetings of the committee and seek advice from external advisers. The Audit & Risk Committee will report to
the Board following each Audit & Risk Committee meeting.
The Committee is chaired by Richard Loveridge and is comprised of all Directors. The Board will review the
membership of the Audit & Risk Committee, and the adequacy of the Audit & Risk Committee Charter, at least
once per year.
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Risk Management by the Board
The identification and proper management of the Company’s risks are an important priority of the Board.
The Board is responsible for overseeing and approving risk management strategy and policies for identifying
major risk areas and monitoring risk management to provide assurance that major business risks are identified,
consistently assessed and appropriately addressed. The development of an appropriate risk management policy
appropriate for its business is a priority for the Board.
The Company will regularly undertake reviews of its risk management procedures to ensure that it complies with
its legal obligations, including assisting the Chief Executive Officer or the Chief Financial Officer to provide the
required declaration under section 295A of the Corporations Act.
The Company has in place a system whereby management is required to report as to its adherence to policies
and guidelines approved by the Board for the management of risks.

Continuous Disclosure Policy
As a listed entity, the Company will be required to comply with the continuous disclosure requirements of the
ASX Listing Rules and the Corporations Act. The Company will be required to disclose to the ASX any information
concerning the Company which a reasonable person would expect to have a material effect on the price or value
of the Company’s securities. The Company is committed to ensuring compliance with its disclosure obligations
under the ASX Listing Rules and Corporations Act, and the Board aims to communicate all important information
relating to the Company to Shareholders. As such, the Company’s Continuous Disclosure Policy, which establishes
procedures to ensure that and the Company fulfils its obligations in relation to, providing timely, full and accurate
disclosure of material information to the Company’s stakeholders and comply with the Company’s disclosure
obligations under the Corporations Act and the ASX Listing Rules. The Continuous Disclosure Policy also sets out
procedures for communicating with Shareholders, the media and the market. The Company has also adopted a
Media Relations Policy that more specifically sets out the Company’s procedures for dealing with the media.
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Information will be communicated to Shareholders through the lodgement of all relevant financial
and other information with the ASX and publishing information on the Company’s website
(https://www.powerwrap.com.au), as well as at annual general meetings.
In particular, the Company’s website will contain information about it, including media releases, key policies and
the terms of reference of its Board committees. All announcements made to the market and any other relevant
information will be posted on the Company’s website promptly after they have been released to the ASX.

Securities Trading Policy
The Company has adopted a Securities Trading Policy which applies to all Directors, officers, senior executives,
employees, and any connected persons of employees (including family members and controlled entities)
(Restricted Persons).
The Securities Trading Policy is intended to explain the types of conduct in relation to dealings in Shares that
are prohibited under the Corporations Act and Listing Rules and establish procedures in relation to dealings
in Shares by Restricted Persons.
In all instances, buying or selling Shares is not permitted at any time by any person who possesses price-sensitive
information in a manner contrary to the Corporations Act. Restricted Persons are prohibited from dealing in
Shares during the following blackout periods:
>> from 31 December each year until the announcement of the Company’s half-year results;
>> from 30 June each year until the announcement of the Company’s preliminary final statement or full year results;
>> from the end of each calendar quarter until the announcement of the Company’s quarterly activities and cash
flow reports; and
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>> any other periods specified by the Board from time to time.
However, the Chairman may give permission for dealing outside these windows in exceptional circumstances
(e.g. in circumstances of severe financial hardship) provided the relevant individual seeking permission does
not possess any confidential price sensitive information.

Diversity Policy
The Diversity Policy sets out the Company’s objectives for achieving diversity amongst its Board, management
and employees. The aims of this policy are:
>> to set out the commitment to diversity within the Company at all levels (including at the employee level, senior
executive level and Board level); and
>> address the representation of women in senior management positions and on the Board, and to actively
facilitate a more diverse and representative management and leadership structure.

Code of Conduct
The Code of Conduct sets out the standards of ethical behaviour that the Company expects from its Directors,
officers and employees.

Investment Committee Terms of Reference
The Investment Committee terms of reference set out the functions and authority of the Company’s investment
committee to ensure that the Company makes informed and transparent investment decisions in the best
interests of investors in the PIA and members of the SPA.

ASX Corporate Governance Principles and Recommendations
The Board has evaluated the Company’s current corporate governance policies and practices in light of the ASX
Corporate Governance Principles and Recommendations. A brief summary of the approach currently adopted
by the Company is set out below.
Principle 1 – Lay solid foundations for management and oversight
The respective roles and responsibilities of the Board and executives are defined in the Board Charter, a copy of
which is available on the Company’s website at https://www.powerwrap.com.au/wp-content/uploads/2018/10/
powerwrap-board-charter-2016.pdf. The Board Charter also sets out the matters expressly reserved for the
Board, and those delegated to management.
There is a clear delineation between the Board’s responsibility for the Company’s strategy and activities,
and the day-to-day management of operations conferred upon the Company’s officers (including the Chief
Executive Officer).
As set out above, Company has adopted a Diversity Policy, a copy of which is available on the Company’s website
at https://www.powerwrap.com.au/wp-content/uploads/2018/10/powerwrap-diversity-policy-201650.pdf.
Principle 2 – Structure the Board to be effective and add value
The Board is comprised of three Non-Executive Directors (each of whom is independent), one of whom is
the Chairman.
All of the Directors are considered independent based on the independence requirements in the ASX
Corporate Governance Principles and Recommendations and the Company’s Chairman is also considered to be
an independent Director based on the independence requirements in the ASX Corporate Governance Principles
and Recommendations.
The Board believes that the size, composition and skills of the Board are appropriate for the Company’s business
and circumstances and are in the best interests of Shareholders as a whole.
The Board is responsible for regularly reviewing its skills, experience, expertise and diversity to determine
whether the composition remains appropriate for the Company’s strategy. The Board also regularly reviews
the independence of each Non-Executive Director, and only considers a Director to be independent as set
out in the ASX Corporate Governance Principles and Recommendations. All the Directors of the Company,
including the Chairman, are currently independent Directors.
Principle 3 – Act lawfully, ethically and responsibly
As set out above, the Company has adopted a Code of Conduct which applies to all directors, employees
and contractors of the Company, in addition to its Securities Trading Policy.
The Company has also adopted a Whistleblower Policy.
Each of these policies has been prepared having regard to the ASX Corporate Governance Principles and
Recommendations and is available on the Company’s Website at https://www.powerwrap.com.au.
Principle 4 – Safeguard integrity in financial reporting
The Company has established an Audit & Risk Committee to oversee the management of financial and other
risks. It currently complies with all of the best practice recommendations contained in the ASX Corporate
Governance Principles and Recommendations, and all of its members are Non-Executive Directors.
The Audit Committee is governed by the Audit and Risk Committee Charter, a copy of which is available on the
Company’s Website at https://www.powerwrap.com.au/wp-content/uploads/2018/10/powerwrap-audit-andrisk-committee-charter-2016.pdf.
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Principle 5 – Make timely and balanced disclosure
The Company is committed to providing timely and balanced disclosure to the market in accordance with its
Continuous Disclosure Policy as summarised above, a copy of which is available on the Company’s Website at
https://www.powerwrap.com.au.
Principle 6 – Respect the rights of security holders
As set out in its Continuous Disclosure Policy, the Company provides information about itself and governance
to investors via its website. The Corporate Governance section of the Company’s website is accessible here
https://www.powerwrap.com.au/about/#section-corporate-governance.
The Company also has an investor relations program in place to communicate with its investors. The Company
gives investors the option to communicate with the Company and the Registry electronically.
Principle 7 – Recognise and manage risk
In conjunction with the Company’s other corporate governance policies, the Company has implements a risk
management program, which is designed to assist the Company to identify, evaluate and mitigate risks affecting
the Company.
As set out above, the Company has an Audit & Risk Committee. The Audit & Risk Committee Charter sets out
the risk and compliance function of that Committee, being to review and report to the Board that:
>> it has, at least annually, reviewed the Company’s risk management framework to satisfy itself that it continues
to be sound and effectively identifies all areas of potential risk;
>> adequate policies and procedures have been designed and implemented to manage identified risks;
>> a regular program of audits is undertaken to test the adequacy of and compliance with prescribed policies; and
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>> proper remedial action is undertaken to redress areas of weakness.
Regular internal communication between the Company’s management and Audit & Risk Committee and Board
supplements the Company’s quality control system, complaint handling processes, employee policies and
standard operating procedures which are all designed to address various forms of risks. As set out above, the
Audit & Risk Committee regularly evaluates the effectiveness of the Company’s risk management framework
to ensure that its internal control systems and processes are monitored and updated on an ongoing basis.
Principle 8 – Remunerate fairly and responsibly
The Company’s Board oversees the level and composition of remuneration of the Directors and the Company’s
executives. The Board has adopted a Nomination & Remuneration Charter which governs the way it reviews,
recommends and approves remuneration arrangements of senior executives (including the Chief Executive
Officer) and the remuneration policies of the Company more generally (including in respect of any employee
incentive schemes).
The Company will provide disclosure of its Directors’ and executives’ remuneration in its annual report.

7.
Details of
the Offer
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7.1 Description of the Offer
The Offer is an initial public offer of 49.8 million Shares, comprising the issue of 42.9 million New Shares to be
issued by the Company and 6.9 million Sale Shares to be sold by SaleCo. The Shares being offered represent
approximately 24.2% of the total Shares on issue following the Listing. All Shares will rank equally with each other.
The Offer has been fully underwritten by the Joint Lead Managers. A summary of the Underwriting Agreement,
including the events which would entitle the Joint Lead Managers to terminate the Underwriting Agreement,
is set out in section 9.5.
The Offer is made on the terms, and is subject to the conditions, set out in this Prospectus.

7.2 Structure of the Offer
The Offer comprises:
>> The Broker Firm Offer, which is only open to Australian resident investors who are not Institutional Investors
and who have received a firm allocation of Shares from a Broker; and
>> the Institutional Offer, which consists of an invitation to bid for Shares made to Institutional Investors
in Australia and certain overseas jurisdictions.
No general public offer of Shares will be made under the Offer.
The allocation of Shares between the Broker Firm Offer and the Institutional Offer will be determined by the
Joint Lead Managers in consultation with the Company, having regard to the allocation policy described in
section 7.8 and section 7.9.

7.3 Purpose of the Offer and use of proceeds
The purpose of the Offer is to raise funds which will allow Powerwrap to:
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>> Pursue its growth strategy and continue development of the Powerwrap Platform;
>> Provide an opportunity for Existing Shareholders to monetise all or part of their investment;
>> Strengthen its balance sheet; and
>> Pay all costs of the Offer.
The Offer is expected to raise $17.4 million (before costs). The table below sets out in detail the use of the
proceeds raised from the Offer.
The Directors intend to use the Company’s cash reserves and any surplus cash flow to fund the business,
rather than distributing these funds as dividends. The Directors can give no assurance as to the amount,
timing, franking or payment of any future dividends by the Company.
Table 13 Sources and uses of funds
Sources of Funds

A$(m)

%

Uses of Funds

A$(m)

%

Offer proceeds
from the issue of
new Shares

$15.0m

86%

Capex (primarily
Hive development)

$6.6m

38%

Offer proceeds
from the sale of
Existing Shares

$2.4m

14%

Working Capital

$6.3m

36%

Acquisition of shares
from Selling
Shareholders

$2.4m

14%

$2.1m

12%

$17.4m

100.0%

Costs of the Offer
Total sources

$17.4m

100%

Total uses

Following the Offer, the Directors believe that the Company will have sufficient working capital to meet its stated
business objectives set out in this Prospectus.

7.4 Terms and conditions of the Offer
Topic

Summary

What is the type
of security being
offered?

Shares (being fully paid ordinary shares in the Company).

What are the rights
and liabilities
attached to the
security being
offered?

A description of the Shares, including the rights and liabilities attaching to these, is set
out in section 7.14 below.

What is the
consideration
payable for each
security being
offered?

The Offer Price is $0.35 per Share.

What is the
Offer period?

The key dates, including details of the Offer period, are set out in the Key offer
information at the front of this Prospectus.

Successful applicants under the Offer will pay the Offer Price per Share.

No securities will be issued on the basis of this Prospectus later than the Expiry Date.
What are the cash
proceeds to be
raised?

The Offer is expected to raise $17.4 million (before costs).

What is the
allocation policy?

The allocation of Shares between the Broker Firm Offer and the Institutional Offer will
be determined by the Joint Lead Managers in consultation with the Company, having
regard to the allocation policy outlined in sections 7.8 and 7.9.
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With respect to the Broker Firm Offer, it is a matter for the Brokers how they allocate
Shares among eligible retail clients. For further information on the Broker Firm Offer,
refer to section 7.8.
The allocation of Shares among applicants in the Institutional Offer will be determined
by the Joint Lead Managers in consultation with the Company. For further information
on the Institutional Offer, refer to section 7.9.
When will I receive
confirmation
whether my
application has
been successful?

It is expected that initial holding statements will be mailed by standard post on
or about Monday 20 May 2019.
Refunds (without interest) to applicants who make an application and receive an
allocation of Shares, the value of which is smaller than the amount of the Application
Monies, will be made as soon as practicable after settlement of the Offer.
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Topic

Summary

Will the Shares
be quoted?

The Company will apply within seven days of the Prospectus Date for admission to the
official list and quotation of the Shares on ASX under the code “PWL”.
Completion of the Offer is conditional on ASX approving this application. If approval
is not given within three months after such application is made (or any longer period
permitted by law), the Offer will be withdrawn, and all Application Monies received will
be refunded without interest, as soon as practicable in accordance with the
requirements of the Corporations Act.
The Company will be required to comply with the Listing Rules, subject to any waivers
obtained by the Company from time to time.
ASX takes no responsibility for this Prospectus or the investment to which it relates.
The fact that ASX may admit the Company to the Official List is not to be taken as
an indication of the merits of the Company or the Shares offered for subscription.

When are the
Shares expected to
commence trading?

It is expected that trading of the Shares on ASX will commence on or about Thursday
23 May 2019.
It is the responsibility of each Applicant to confirm their holding before trading in
Shares. Applicants who sell Shares before they receive an initial holding statement
do so at their own risk.
The Company and the Joint Lead Managers disclaim all liability, whether in negligence
or otherwise, to persons who sell Shares before receiving their initial holding statement,
whether on the basis of a confirmation of allocation provided by any of them, by the
Offer Information Line, by a Broker or otherwise.
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Is the Offer
underwritten?

Yes, the Offer is fully underwritten by the Joint Lead Managers. A complete summary
of the Underwriting Agreement, including termination events, is included in section 9.5

Are there
any escrow
arrangements?

Yes. Details are provided in section 7.6.

Are there any
brokerage,
commission or
stamp duty
considerations?

No brokerage, commission or stamp duty is payable by Applicants on the acquisition
of Shares under the Offer.

What should I do
with any enquiries?

All enquiries in relation to this Prospectus should be directed to the Offer Information
Line on 1300 737 760 (within Australia) or +61 2 9290 9600 (outside Australia) from
8.30am until 5.00pm (AEST) Monday to Friday during the Offer Period. If you are
unclear in relation to any matter or are uncertain as to whether the Company is a
suitable investment for you, you should seek professional guidance from your solicitor,
stockbroker, accountant, tax adviser or other independent and qualified professional
adviser before deciding whether to invest.

See section 9.5 for details of various fees payable by the Company to the Joint
Lead Managers.

7.5 Capital structure
Shares
The Company expects its key Shareholders will have the Shareholdings set out in the table below on the
Prospectus Date and on Completion of the Offer.
At Prospectus Date29

Directors and Management
Other existing shareholdings

At Completion of the Offer

Shares
(m)

%

Shares
(m)

%

5.3m

3.5%

5.4m

2.6%

146.2m

96.5%

139.2m

67.6%

11.4m

5.6%

49.8m

24.2%

205.8m

100%

151.5m

73.6%

11.4m

5.6%

42.9m

20.8%

205.8m

100%

8 Partners Investments
New shareholdings30
Total Shares

151.5m

100.0%

Impact of Offer on capital structure
Number of Securities on issue

Shares currently on issue
IPO shares to 8 Partners Investments
New Shares issued
Total Shares on issue following Listing
Unexercised performance rights and options on issue following Listing
Unlisted options issued on IPO following Listing
Total securities on issue (fully diluted) following listing

Up to 12m
0.4m
Up to 218.2m

>> On or before the date of Listing pursuant to the Escala Option Deed, the Company will issue 11.4 million Shares
for nil cash consideration to 8 Partners Investments. Under the Escala Option Deed, the Company has a buy
back right in respect of these Shares for nominal consideration of $1 (in aggregate) if Escala subsequently
terminates the Escala Services Agreement or if Escala fails exclusively to use the Powerwrap Platform for the
provision of investment portfolio administration services to its investor clients or to place all of its investor
client accounts on the Powerwrap Platform during the term of the Escala Services Agreement. A summary
of the Escala Option Deed is set out in section 9.6.3 below.
>> The Company has also granted 400,000 options to acquire Shares to 8 Partners Investments exercisable in
the following tranches:
– Tranche 1: 200,000 options to subscribe for Shares at a 1:1 ratio, exercisable at any time within three years
after the issue date, with an exercise price of 150% of the Offer Price.
– Tranche 2: An additional 200,000 options to subscribe for Shares at a 1:1 ratio, exercisable at any time
within five years after the issue date, with an exercise price of 175% of the Offer Price.
Unexercised Options shall automatically lapse and be cancelled in the event that the Escala Services
Agreement is terminated (other than as a result of any default of its terms by Powerwrap) or if Escala fails
either to exclusively use the Powerwrap Platform for the provision of investment portfolio services to its
clients or place all of its investor client accounts in the Powerwrap Platform during the term of the Escala
Services Agreement. The terms of the 8 Partners Investments options are set out in section 9.6.3.
>> There are currently 4,072,644 Performance Rights on issue which have been granted to Eligible Participants
under the Company’s LTIP, the terms of which are set out in section 6.3. The Company estimates that from
FY19 – FY21 a total up to 12 million performance rights may be issued to eligible participants.
29. 15 April 2019.
30. These new share holdings are comprised of 42.9 million new shares to be issued and 6.9 million shares to be transferred from SaleCo.
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7.6 Escrow restrictions
As a condition of admitting the Company to the Official List, the ASX may classify certain Existing Shares as
restricted securities in accordance with the ASX Listing Rules. Any such classification will restrict the transfer
of effective ownership or control of any restricted securities without the written consent of the ASX and for
such period as the ASX may determine.
Prior to Listing, Existing Shareholders holding restricted securities must enter into restriction agreements with
the Company on the terms set out in the ASX Listing Rules. Details of those restriction agreements will be
disclosed to the market on the ASX’s announcements platform prior to commencement of official quotation
of the Shares.
As at the date of this Prospectus, the Company believes that following completion of the Offer and the ASX
Listing of the Company, up to 13,666,895 Shares (including Shares held by Directors, 8 Partners Investments
and NGE Capital Limited) representing approximately 6.64% of Shares on issue may be subject to some
form of restriction arrangement for up to 24 months under the ASX Listing Rules. Details of those restriction
agreements will be disclosed to the market on the ASX’s announcements platform prior to commencement
of official quotation of the Shares.

7.7 Corporate, financial and other information about the Company
Details of the Company’s formation, registration and tax status, along with information regarding the Company’s
corporate structure, are set out at section 9.
The Company’s pro forma balance sheet as at 31 December 2018, including details of the pro forma adjustments,
is set out in section 5.9.
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The Directors believe that, on Completion of the Offer, the Company will have sufficient working capital available
to carry out its stated business objectives.

7.8 Broker Firm Offer
Topic

Summary

Who can apply
in the Broker
Firm Offer?

Australian resident investors who are not Institutional Investors and who have received
a firm allocation from a Broker.

How to apply
for Shares in the
Broker Firm Offer?

Complete the Application Form accompanying this Prospectus. Contact your Broker
for further instructions.

What is the
minimum and
maximum
Application
amount?

The minimum Application amount is $2,000.

What is the
Offer Period?

The Broker Firm Offer is expected to:

Investors should contact the Broker that offered them their firm allocation to determine
whether they have been allocated Shares under the Broker Firm Offer.

Broker Firm Applicants must lodge their Application Form and Application Monies
with the Broker that offered them their firm allocation in accordance with that
Broker’s directions.

There is no maximum Application amount.

• open at 9.00am (AEST) on Monday 29 April 2019; and
• close at 5.00pm (AEST) on Friday 3 May 2019.
Your Broker may impose an earlier closing date. Please contact your Broker
for instructions.

Topic

Summary

Can I apply for
Shares prior to the
opening of the
Broker Firm Offer?

Your Broker may elect to receive your Applications prior to the opening of the Broker
Firm Offer during the Exposure Period. However, Applications received during the
Exposure Period will not be processed until the opening of the Broker Firm Offer.
No preference will be conferred on Applications received during the Exposure Period.

What is the
Exposure Period?

The seven-day period after the date of lodgement of this Prospectus allowing for
the Prospectus to be examined by market participants prior to the raising of funds.
This period may be extended by ASIC by up to a further seven days.

Are there any
brokerage,
commission
or stamp duty
considerations?

No brokerage, commission or stamp duty is payable by Applicants on the acquisition
of Shares under the Broker Firm Offer.

How can I obtain
a copy of this
Prospectus and
Application Form?

By downloading a Prospectus and Application Form from www.powerwrap.com.au/
investor/or by requesting a Prospectus by contacting the Offer Information Line
on 1300 737 760 (within Australia) or +61 2 9290 9600 (outside Australia) from
8.00am until 5.00pm (AEST) Monday to Friday during the Offer Period.

Application Monies
Applicants under the Broker Firm Offer must pay their Application Monies in accordance with instructions from
the Broker that offered them the firm allocation.
Application Monies received under the Offer will be held on trust in a special purpose account until Shares are
issued to successful Applicants. Applicants under the Offer whose Applications are not accepted, or who are
allocated a lesser dollar amount of Shares than the amount applied for, will be mailed a refund (without interest)
of all or part of their Application Monies, as applicable. Interest will not be paid on any monies refunded and any
interest earned on Application Monies pending the allocation or refund will be retained by the Company.
You should ensure that sufficient funds are held in the relevant account to cover your Application Monies. If the
amount of Application Monies is less than the amount specified on the Application Form, you may (unless your
Broker advises otherwise) be taken to have applied for such lower dollar amount of Shares as for which your
cleared Application Monies will pay (and to have specified that amount on your Application Form) or your
Application may be rejected.

Acceptance of Applications
An Application in the Broker Firm Offer is an offer by the Applicant to the Company to acquire Shares, for all or
any of the Application Amount specified in and accompanying the Application Form, at the Offer Price on the
terms and conditions set out in this Prospectus (including any supplementary or replacement prospectus) and
the Application Form. To the extent permitted by law, the offer by an Applicant is irrevocable.
An Application may be accepted by the Company and the Joint Lead Managers in respect of the full amount,
or any lower amount than that specified in the Application Form, without further notice to the Applicant.
Acceptance of an Application in full or in part will give rise to a binding contract.
The Joint Lead Managers and the Company reserve the right to reject any Application under the Offer. All dates
are subject to change and are indicative only. The Company and the Joint Lead Managers have the right to vary
these dates, without prior notice, including the right to close the Offer early or to withdraw the Offer and to
accept late Applications (either generally or in particular cases). Applicants are encouraged to submit their
Application Forms as early as possible.
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Allocation policy between the Broker Firm Offer and Institutional Offer
The allocation of Shares between the Broker Firm Offer and the Institutional Offer will be determined
by the Joint Lead Managers in consultation with the Company having regard to the following factors:
>> Number of Shares bid for by particular bidders under the Broker Firm Offer and the Institutional Offer
>> The ASX Listing Rule spread requirements
>> The timeliness of the bid by particular bidders
>> Desire for an informed, active and liquid trading market following listing on ASX
>> Desire to establish a wide spread of both retail and institutional shareholders
>> Overall level of demand under the Broker Firm Offer and the Institutional Offer
>> Any other factors that the Company and the Joint Lead Managers consider appropriate.

Broker Firm Offer Allocation Policy
The allocation of Shares to Brokers will be determined by agreement between the Joint Lead Managers and the
Company. Shares which have been allocated to Brokers for allocation to their Australian resident retail clients will
be issued or transferred to the Applicants who have received a valid allocation of Shares from those Brokers
(subject to the right of the Company and the Joint Lead Managers to reject, aggregate or scale back Applications).
It will be a matter for those Brokers how they allocate Shares among their retail clients, and they (and not the
Company or the Joint Lead Managers) will be responsible for ensuring that retail clients who have received an
allocation from them, receive the relevant Shares.

7.9 Institutional Offer
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Invitations to bid
The Institutional Offer consists of an invitation prior to or after the date of this Prospectus to certain Institutional
Investors in Australia and certain other jurisdictions to apply for Shares under this Prospectus. Application
procedures for Institutional Investors have been, or will be, advised to the Institutional Investors by the
Lead Manager.

Allocation policy under the Institutional Offer
The allocation of Shares among Applicants in the Institutional Offer is determined by the Joint Lead Managers in
consultation with the Company. The Joint Lead Managers, in consultation with the Company, will have absolute
discretion regarding the basis of allocation of Shares among Institutional Investors and there is no assurance that
any Institutional Investor will be allocated any Shares, or the number of Shares for which it has bid. The allocation
if Shares will be influenced by the following factors:
>> Number of Shares bid for by particular bidders
>> The timeliness of the bid by particular bidders
>> Desire for an informed and active trading market following listing on ASX
>> Desire to establish a wide spread of institutional shareholders
>> Overall level of demand under the Broker Firm Offer and the Institutional Offer
>> The size and type of funds under management of particular bidders
>> The likelihood that particular bidders will be long term shareholders
>> Any other factors that the Company and the Joint Lead Managers consider appropriate.

7.10 Underwriting agreement
The Offer is fully underwritten by the Joint Lead Managers. The Joint Lead Managers and the Company have
entered into an underwriting agreement under which the Joint Lead Managers have been appointed as arrangers
and managers and underwriters to the Offer. The Joint Lead Managers agree, subject to certain conditions
and termination events, to underwrite Applications for all Shares under the Offer in equal proportions. The
underwriting agreement sets out a number of circumstances under which the Joint Lead Managers may
terminate the agreement and the underwriting obligations. A summary of certain terms of the agreement and
underwriting arrangements, including the termination provisions, is provided in section 9.5.

7.11 Discretion regarding the Offer
The Company may withdraw the Offer at any time before the issue of Shares to successful applicants under
the Broker Firm Offer and the Institutional Offer respectively. If the Offer, or any part of it, does not proceed,
all relevant application monies will be refunded (without interest) in accordance with the requirements of the
Corporations Act.
The Company and the Joint Lead Managers also reserve the right to close the Offer or any part of it early,
extend the Offer or any part of it, accept late applications or bids either generally or in particular cases, reject
any application or bid, or allocate to any applicant or bidder fewer Shares than the amount applied or bid for
applications received under the Offer are irrevocable and may not be varied or withdrawn except as required
by law.

7.12 Selling restrictions
No action has been taken to register or qualify this Prospectus, the Shares or the Offer or otherwise permit
a public offering of the Shares in any jurisdiction outside Australia. The Offer is not an offer or invitation in any
jurisdiction where, or to any person to whom, such an offer or invitation would be unlawful.
The distribution of this Prospectus in jurisdictions outside Australia may be restricted by law and persons who
come into possession of this Prospectus should seek advice on and observe any such restrictions. Any failure
to comply with such restrictions may constitute a violation of applicable securities laws.
The Offer and the Shares have not been, and will not be, registered under the US Securities Act or the securities
laws of any state or other jurisdiction in the United States and may not be offered or sold in the United States or
to, or for the account or benefit of, US Persons, except in accordance with an exemption from, or in a transaction
not subject to, the registration requirements of the US Securities Act, and any other applicable securities laws.
This Prospectus may not be distributed in the United States and may only be distributed to persons to whom the
Offer may be lawfully made in accordance with the laws of any applicable jurisdiction.
Each Applicant will be taken to have represented, warranted and agreed:
>> it understands that the Shares have not been, and will not be, registered under the US Securities Act 1933 or
the securities law of any state of the United States and may not be offered, sold or resold in the United States,
or to or for the account or benefit of US Persons, except in a transaction exempt from, or not subject to,
registration under the US Securities Act 1933 and any other applicable securities laws;
>> it is not in the United States or a US Person, and is not acting for the account or benefit of a US Person;
>> it has not and will not send the Prospectus or any other material relating to the Offer to any person in the
United States or to any person that is, or is acting for the account or benefit of, a US Person; and
>> it will not offer or sell the Shares in the United States or to, or for the account or benefit of, any US Person or
in any other jurisdiction outside Australia except in transactions exempt from, or not subject to, registration
under the US Securities Act 1933 and in compliance with all applicable laws in the jurisdiction in which Shares
are offered or sold.
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7.13 ASX listing, registers and holding statements
Application to ASX for listing and quotation of Shares
Application for admission of the Company to the official list of ASX and quotation of the Shares on ASX will be
made to ASX no later than seven days after the date of this Prospectus. The Company’s expected ASX code will
be PWL.
If the Company does not make such an application within seven days after the date of this Prospectus, or the
Company is not admitted to the official list of ASX within three months of the date of this Prospectus (or any
longer period permitted by law), the Offer will be cancelled, and all Application Monies will be refunded
(without interest).
The fact that ASX may admit the Company to the official list is not to be taken as an indication of the merits of
the Company or the Shares offered for subscription. Trading of Shares on ASX, if admission to the official list is
granted, is expected to commence on or about 23 May 2019.
Subject to certain conditions (including any waivers obtained by the Company from time to time), the Company
will be required to comply with the ASX Listing Rules.

CHESS and issuer sponsored holdings
The Company will apply to participate in ASX’s Clearing House Electronic Sub register System (CHESS), in
accordance with the ASX Listing Rules and the ASX Settlement Operating Rules. CHESS is an electronic transfer
and settlement system for transactions in securities quoted on ASX under which transfers are affected in an
electronic form.
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When the Shares become approved financial products (as defined in the ASX Settlement Operating Rules),
holdings will be registered in one of two sub registers, an electronic CHESS sub register, or an issuer sponsored
sub register. For all successful Applicants, the Shares of a Shareholder who is a participant in CHESS or a
Shareholder sponsored by a participant in CHESS will be registered on the CHESS sub-register. All other Shares
will be registered on the issuer sponsored sub-register.
Following Completion of the Offer, Shareholders will be sent a holding statement that sets out the number of
Shares that have been allocated. This statement will also provide details of a Shareholder’s Holder Identification
Number (HIN) for CHESS holders or, where applicable, the Securityholder Reference Number (SRN) of issuer
sponsored holders. Shareholders will subsequently receive statements showing any changes to their
Shareholding. Paper certificates will not be issued.

7.14 Constitution and rights attaching to the Shares
Introduction
The rights and liabilities attaching to ownership of Shares arise from a combination of the Constitution, statute,
the ASX Listing Rules and general law.
A summary of the significant rights, liabilities and obligations attaching to the Shares and a description of other
material provisions of the Constitution are set out below. This summary is not exhaustive, nor does it constitute
a definitive statement of the rights and liabilities of Shareholders. The summary assumes that the Company is
admitted to the official list of ASX.

Voting at a general meeting
At a general meeting of the Company, every Shareholder present in person or by proxy, representative or
attorney has one vote on a show of hands and, on a poll, one vote for each Share held.

Meetings of members
Each Shareholder is entitled to receive notice of, attend and vote at, general meetings of the Company and to
receive all notices, accounts and other documents required to be sent to Shareholders under the Constitution,
the Corporations Act and the ASX Listing Rules.

Dividends
The Board may from time to time resolve to pay dividends to Shareholders and fix the amount of the dividend,
the time for determining entitlements to the dividend and the timing and method of payment.
The Board does not currently intend to declare a dividend in FY19 or FY20. The timing of the commencement
of payment of dividends will be dependent on the future profitability of the Company.
The Powerwrap Board will review this policy as appropriate and the declaration and amounts of any dividends
are at the sole discretion of the Powerwrap Board. In making a decision concerning dividends, the Powerwrap
Board will take into account Powerwrap’s earnings for the period, future capital requirements and other relevant
factors such as the outlook for the Company.

Transfer of Shares
Subject to the Constitution, Shares may be transferred by a proper transfer effected in accordance with the ASX
Settlement Operating Rules, by a written instrument of transfer which complies with the Constitution or by any
other method permitted by the Corporations Act, the ASX Listing Rules or the ASX Settlement Operating Rules.
The Board may refuse to register a transfer of Shares where permitted to do so under the Corporations Act, the
ASX Listing Rules or the ASX Settlement Operating Rules. The Board must refuse to register a transfer of Shares
when required to by the Corporations Act, the ASX Listing Rules or the ASX Settlement Operating Rules.

Issue of further shares
Subject to the Corporations Act, the ASX Listing Rules and the ASX Settlement Operating Rules and any rights
and restrictions attached to a class of shares, the Company may issue, or grant options in respect of, or otherwise
dispose of further shares on such terms and conditions as the Directors resolve.
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Winding up
If the Company is wound up, then subject to the Constitution and any special resolution or preferential rights or
restrictions attached to a class of shares, any surplus must be divided among the Company’s members in the
proportions which the amount paid and payable (including amounts credited) on the shares of a member is of
the total amount paid and payable (including amounts credited) on the shares of all members of the Company.

Unmarketable parcels
Subject to the Corporations Act, the ASX Listing Rules and the ASX Settlement Operating Rules, the Company
may sell the Shares of a Shareholder who holds less than a marketable parcel of Shares (unless the Shareholder
has notified the Company in writing that they wish to retain their Shares).

Share buy-backs
Subject to the Corporations Act, the ASX Listing Rules and the ASX Settlement Operating Rules, the Company
may buy back shares in itself on terms and at times determined by the Board.

Variation of class rights
At present, the Company’s only class of shares on issue is ordinary shares. Subject to the Corporations Act and
the terms of issue of a class of shares, the rights attaching to any class of shares may be varied or cancelled:
>> with the consent in writing of the holders of three-quarters of the issued shares included in that class; or
>> by a special resolution passed at a separate meeting of the holders of those shares.
In either case, in accordance with the Corporations Act, the holders of not less than 10% of the votes in the class
of shares, the rights of which have been varied or cancelled, may apply to a court of competent jurisdiction to
exercise its discretion to set aside such variation or cancellation.

Dividend reinvestment plan
The Directors may, on any terms and at their discretion, establish a dividend reinvestment plan (under which any
member may elect that the dividends payable by the Company be reinvested by a subscription for securities).
The Directors have no current intention to establish a dividend reinvestment plan.
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Directors – appointment and rotation
Under the Constitution, the minimum number of Directors that may comprise the Board is three and the maximum
is fixed by the Directors but may not be more than ten. Directors are elected at annual general meetings of the
Company. Retirement will occur on a rotational basis so that no Director (excluding the Managing Director) holds
office without re-election beyond the third annual general meeting following the meeting at which the Director
was last elected. The Directors may also appoint a Director to fill a casual vacancy on the Board or in addition
to the existing Directors, who will then hold office until the next annual general meeting of the Company.

Directors – voting
Questions arising at a meeting of the Board will be decided by a majority of votes of the Directors present at the
meeting and entitled to vote on the matter. In the case of an equality of votes on a resolution, the chairperson of
the meeting does not have a casting vote.

Directors – remuneration
The Directors will be paid by way of fees for services up to the maximum aggregate sum of $500,000 or
such other amount as may be approved from time to time by the Company in general meeting. The initial
remuneration of the Directors is set out in section 6.3. The Constitution also makes provision for the Company
to pay all reasonable expenses of Directors in attending meetings and carrying on their duties.

Indemnities
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The Company, to the extent permitted by law, indemnifies each Director against any liability incurred by that
person as an officer of the Company or its subsidiaries, and reasonable legal costs incurred by that person in
defending an action for a liability of that person. The Company, to the extent permitted by law, may make a
payment (whether by way of an advance, loan or otherwise) to a Director in respect of legal costs incurred by
that person in defending an action for a liability of that person.
The Company, to the extent permitted by law, may pay, or agree to pay, a premium for a contract insuring any
Director against any liability incurred by that person as an officer of the Company or its subsidiaries and legal
costs incurred by that person in defending an action for a liability of that person.
The Company, to the extent permitted by law, may enter into an agreement or deed with a Director or a person
who is, or has been, an officer of the Company or its subsidiaries, under which the Company must do all of
the following:
>> keep books of the Company and allow either or both that person and that person’s advisers access to those
books on the terms agreed;
>> indemnify that person against any liability incurred by that person as an officer of the Company or its
subsidiaries and legal costs incurred by that person in defending an action for a liability of that person;
>> make a payment (whether by way of advance, loan or otherwise) to that person in respect of legal costs
incurred by that person in defending an action for a liability of that person; and
>> keep that person insured in respect of any act or omission by that person while a Director, or an officer of
the Company or its subsidiaries, on the terms agreed (including as to payment of all or part of the premium
for the contract for insurance).

Amendment
The Constitution may be amended only by special resolution passed by at least three-quarters of the
Shareholders present (in person or by proxy) and entitled to vote on the resolution at a general meeting of
the Company. The Company must give at least 28 days written notice of a general meeting of the Company.

8.
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Accountant’s Report
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8. Investigating Accountant’s Report

Deloitte Corporate Finance Pty Limited
ACN 003 833 127
AFSL 241457
550 Bourke Street
Melbourne, VIC, 3000
Australia
Phone: +61 3 9671 7000
www.deloitte.com.au

The Directors
Powerwrap Limited
Level 7, 356 Collins Street
Melbourne VIC 3000
12 April 2019
Dear Directors
INVESTIGATING ACCOUNTANT’S REPORT AND FINANCIAL SERVICES GUIDE
Introduction
This report has been prepared at the request of the Directors of Powerwrap Limited (the Company
or Powerwrap) for inclusion in the Prospectus to be issued by the Company in respect of an initial
public offering of fully paid ordinary shares in the Company (the Offer) and subsequent listing on the
Australian Securities Exchange.
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Deloitte Corporate Finance Pty Limited is wholly owned by Deloitte Touche Tohmatsu and holds the
appropriate Australian Financial Services licence under the Corporations Act 2001 for the issue of this
report.
References to the Company and other terminology used in this report have the same meaning as
defined in the Glossary of the Prospectus.
Scope
Statutory Historical Financial Information
Deloitte Corporate Finance Pty Limited has been engaged by the Directors of the Company to review:


statutory historical consolidated statements of profit or loss and other comprehensive income and
statutory historical consolidated statements of cash flow for the financial years ended 30 June 2017
(FY17) and 30 June 2018 (FY18) and the half year periods ended 31 December 2017 (H1 FY18)
and 31 December 2018 (H1 FY19); and



statutory historical consolidated statement of financial position as at 31 December 2018,

as set out in table 2 in Section 5.5, table 6 in Section 5.8, table 8 in Section 5.9 and table 11 in Section
5.14 of the Prospectus (together the Statutory Historical Financial Information).
The Statutory Historical Financial Information has been prepared in accordance with the stated basis
of preparation, being the recognition and measurement principles contained in Australian Accounting
Standards and the adopted accounting policies of Powerwrap Limited.
The Statutory Historical Financial Information has been extracted from the:


financial reports of Powerwrap Limited for FY17 and FY18 which were audited by Deloitte Touche
Tohmatsu in accordance with Australian Auditing Standards. Deloitte Touche Tohmatsu issued
unmodified audit opinions on the financial reports for FY17 and FY18; and

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member firms, each of which is a
legally separate and independent entity. Please see www.deloitte.com/au/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu Limited
and its member firms. The entity named herein is a legally separate and independent entity. In providing this document, the author only acts in the named capacity
and does not act in any other capacity. Nothing in this document, nor any related attachments or communications or services, have any capacity to bind any other
entity under the ‘Deloitte’ network of member firms (including those operating in Australia).
Member of Deloitte Touche Tohmatsu Limited



financial reports of Powerwrap Limited for H1 FY18 and H1 FY19 which were reviewed by Deloitte
Touche Tohmatsu in accordance with Australian Auditing Standards. For H1 FY18 Deloitte Touche
Tohmatsu issued an unmodified review conclusion with a material uncertainty paragraph related
to the Company’s ability to continue as a going concern.
For H1 FY19, Deloitte Touche Tohmatsu issued a qualified review conclusion as they were unable
to obtain sufficient appropriate evidence to enable them to assess the eligibility and validity of
research and development tax incentives previously claimed and received and the amount of the
liability that might arise in respect of them. The review report also contained a material uncertainty
paragraph related to the Company’s ability to continue as a going concern. The uncertainty with
respect to going concern will be resolved should the Offer be successful.

The Statutory Historical Financial Information is presented in the Prospectus in an abbreviated form,
insofar as it does not include all of the presentation and disclosures required by Australian Accounting
Standards and other mandatory professional reporting requirements applicable to general purpose
financial reports prepared in accordance with the Corporations Act 2001.
Pro Forma Historical Financial Information
Deloitte Corporate Finance Pty Limited has been engaged by the Directors of the Company to review:


pro forma historical consolidated statements of profit or loss and other comprehensive income
and pro forma historical consolidated statements of cash flow for FY17, FY18, H1 FY18 and H1
FY19; and



pro forma historical consolidated statement of financial position as at 31 December 2018,

as set out in table 1 in Section 5.4, table 5 in Section 5.8, table 8 in Section 5.9 and table 10 in Section
5.14 of the Prospectus (together the Pro Forma Historical Financial Information).
The Pro Forma Historical Financial Information has been derived from the Statutory Historical Financial
Information after adjusting for the effects of pro forma adjustments described in Section 5.7 of the
Prospectus (the Pro Forma Adjustments).
The stated basis of preparation is the recognition and measurement principles contained in Australian
Accounting Standards applied to the Statutory Historical Financial Information and the events or
transactions to which the Pro Forma Adjustments relate, as if those events or transactions had occurred
as at the date of the historical financial information. Due to its nature, the Pro Forma Historical Financial
Information does not represent the Company’s actual or prospective financial performance, cash flows
or financial position.
The Forecast Financial Information
Deloitte Corporate Finance Pty Limited has been engaged by the Directors of the Company to review:


the statutory forecast consolidated statements of profit or loss and other comprehensive income
and the statutory forecast consolidated summarised statements of cash flow of the Company for
the financial years ending 30 June 2019 (FY19) and 30 June 2020 (FY20) as set out in table 2 in
Section 5.5 and table 10 in Section 5.14 of the Prospectus (the Statutory Forecast Financial
Information). The Directors' best-estimate assumptions underlying the Statutory Forecast
Financial Information are described in Section 5.16 of the Prospectus. The stated basis of
preparation used in the preparation of the Statutory Forecast Financial Information is the
recognition and measurement principles contained in Australian Accounting Standards and the
Company’s adopted accounting policies; and



the pro forma forecast consolidated statements of profit or loss and other comprehensive income
and the pro forma forecast consolidated summarised statements of cash flow of the Company for
FY19 and FY20 as set out in table 1 in Section 5.4 and table 10 in Section 5.14 of the Prospectus
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(the Pro Forma Forecast Financial Information). The Pro Forma Forecast Financial Information
has been derived from the Statutory Forecast Financial Information, after adjusting for the effects
of the Pro Forma Adjustments. An audit has not been conducted on the sources from which the
unadjusted financial information was prepared. The stated basis of preparation used in the
preparation of the Pro Forma Forecast Financial Information is the recognition and measurement
principles contained in Australian Accounting Standards applied to the Statutory Forecast Financial
Information and the event(s) or transaction(s) to which the Pro Forma Adjustments relate, as if
those event(s) or transaction(s) had occurred as at 1 July 2018. Due to its nature the Pro Forma
Forecast Financial Information does not represent the Company’s actual prospective financial
performance and/or cash flows for FY19 and FY20 (together the Forecast Financial
Information).
The Statutory Forecast Financial Information and Pro Forma Forecast Financial Information has been
prepared by management and adopted by the Directors in order to provide prospective investors with
a guide to the potential financial performance of the Company for FY19 and FY20. There is a
considerable degree of subjective judgement involved in preparing forecasts since they relate to
event(s) and transaction(s) that have not yet occurred and may not occur. Actual results are likely to
be different from the Statutory Forecast Financial Information and Pro Forma Forecast Financial
Information since anticipated events or transactions frequently do not occur as expected and the
variation may be material.
124

The Directors’ best estimate assumptions on which the Statutory Forecast Financial Information and
Pro Forma Forecast Financial Information are based relate to future events and/or transactions that
management expect to occur and actions that management expect to take and are also subject to
uncertainties and contingencies, which are often outside the control of the Company. Evidence may be
available to support the assumptions on which the Statutory Forecast Financial Information and Pro
Forma Forecast Financial Information is based, however such evidence is generally future orientated
and therefore speculative in nature. We are therefore not in a position to express a reasonable
assurance conclusion on those best estimate assumptions, and accordingly, provide a lesser level of
assurance on the reasonableness of the Directors’ best estimate assumptions. We do not express any
opinion on the achievability of the results. The limited assurance conclusion expressed in this report
has been formed on the above basis.
Prospective investors should be aware of the material risks and uncertainties relating to an investment
in the Company, which are detailed in the Prospectus, and the inherent uncertainty relating to the
prospective financial information. Accordingly, prospective investors should have regard to the
investment risks set out in Section 4 of the Prospectus.
The sensitivity analysis set out in Section 5.18 of the Prospectus demonstrates the impacts on the Pro
Forma Forecast Financial Information of changes in key assumptions. The Pro Forma Forecast Financial
Information is therefore only indicative of the financial performance which may be achievable. We
express no opinion as to whether the Pro Forma Forecast Financial Information will be achieved.
We have assumed, and relied on representations from certain members of management of the
Company, that all material information concerning the prospects and proposed operations of the
Company has been disclosed to us and that the information provided to us for the purpose of our work
is true, complete and accurate in all respects. We have no reason to believe that those representations
are false.
Directors’ Responsibility
The Directors are responsible for:
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the preparation and presentation of the Statutory Historical Financial Information and the Pro
Forma Historical Financial Information, including the selection and determination of the Pro Forma
Adjustments made to the Statutory Historical Financial Information and included in the Pro Forma
Historical Financial Information;



the preparation of the Statutory Forecast Financial Information and Pro Forma Forecast Financial
Information, including the best estimate assumptions underlying the Statutory Forecast Financial
Information and Pro Forma Forecast Financial Information and the selection and determination of
the Pro Forma Adjustments made to the Statutory Forecast Financial Information and included in
the Pro Forma Forecast Financial Information; and



the information contained within the Prospectus.

This responsibility includes for the operation of such internal controls as the Directors determine are
necessary to enable the preparation of the Statutory Historical Financial Information, the Pro Forma
Historical Financial Information, the Statutory Forecast Financial Information and the Pro Forma
Forecast Financial Information that are free from material misstatement, whether due to fraud or error.
Our Responsibility
Our responsibility is to express a limited assurance conclusion on the Statutory Historical Financial
Information, the Pro Forma Historical Financial Information, the Statutory Forecast Financial
Information and the Pro Forma Forecast Financial Information based on the procedures performed and
the evidence we have obtained. We have conducted our engagement in accordance with Australian
Standard on Assurance Engagement (ASAE) 3450 Assurance Engagements involving Corporate
Fundraisings and/or Prospective Financial Information.
A review consists of making enquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is substantially less in scope
than an audit conducted in accordance with Australian Auditing Standards and consequently does not
enable us to obtain reasonable assurance that we would become aware of all significant matters that
might be identified in a reasonable assurance engagement. Accordingly we will not express an audit
opinion.
Our engagement did not involve updating or re-issuing any previously issued audit or review report on
any financial information used as a source of the financial information.
We have performed the following procedures as we, in our professional judgement, considered
reasonable in the circumstances:
Statutory Historical Financial Information


a review of the extraction of Statutory Historical Financial Information from the audited financial
reports of Powerwrap Limited for the financial years ended FY17 and FY18 and the reviewed
financial reports of Powerwrap Limited for H1 FY18 and H1 FY19;



analytical procedures on the consolidated statements of profit or loss and other comprehensive
income and summarised consolidated statements of cash flow of Powerwrap Limited for FY17,
FY18, H1 FY18 and H1 FY19; and the consolidated statement of financial position of Powerwrap
Limited as at 31 December 2018;



a consistency check of the application of the stated basis of preparation, as described in the
Prospectus, to the Statutory Historical Financial Information;



a review of work papers, accounting records and other documents of Powerwrap Limited,
including those dealing with the extraction of Statutory Historical Financial Information from the
relevant audited or reviewed financial statements of Powerwrap Limited;



a review of the accounting policies adopted and used by Powerwrap Limited over the relevant
periods for consistency of application; and



enquiry of Directors, management and others in relation to the Statutory Historical Financial
Information.
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Pro Forma Historical Financial Information


consideration of the appropriateness of Pro Forma Adjustments described in Section 5.7 of the
Prospectus;



enquiry of Directors, management, personnel and advisors;



the performance of analytical procedures applied to the Pro Forma Historical Financial
Information;

The Forecast Financial Information
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enquiries, including discussions with management and Directors of the factors considered in
determining the assumptions;



analytical and other review procedures we considered necessary including examination, on a test
basis, of evidence supporting the assumptions, amounts and other disclosures in the Forecast
Financial Information;



review of the accounting policies adopted and used in the preparation of the Forecast Financial
Information; and



consideration of the Pro Forma Adjustments applied to the Statutory Forecast Financial Information
in preparing the Pro Forma Forecast Financial Information.

Basis for Qualified Conclusion on Statutory Historical Financial Information and Pro Forma
Historical Financial Information
As stated in Section 5.12 of the Prospectus, the Company has claimed and received research and
development tax incentives in the financial years ended 30 June 2015, 2016, 2017 and 2018. As at
the date of this report we have been unable to obtain sufficient appropriate evidence to enable us to
assess the eligibility and validity of amounts previously claimed and the amount of the liability that
might arise in respect of this matter.
Conclusions
Qualified Conclusion on Statutory Historical Financial Information
Based on our review, which is not an audit, except for the possible effects of the matter described in
the Basis for Qualified Conclusion paragraph above, nothing has come to our attention that causes us
to believe that the Statutory Historical Financial Information is not presented fairly, in all material
respects, in accordance with the stated basis of preparation, as described in Section 5.2 of the
Prospectus.
Qualified Conclusion on Pro Forma Historical Financial Information
Based on our review, which is not an audit, except for the possible effects of the matter described in
the Basis for Qualified Conclusion paragraph above, nothing has come to our attention that causes us
to believe that the Pro Forma Historical Financial Information is not presented fairly, in all material
respects, in accordance with the stated basis of preparation as described in Section 5.2 of the
Prospectus.

5

Conclusion on Statutory Forecast Financial Information
Based on our review, which is not an audit, nothing has come to our attention that causes us to believe
that:
(i) the Directors’ best estimate assumptions used in the preparation of the Statutory Forecast Financial
Information do not provide reasonable grounds for the Statutory Forecast Financial Information;
or
(ii) in all material respects, the Statutory Forecast Financial Information:
a.

is not prepared on the basis of the Directors’ best estimate assumptions as described in
Section 5.16 of the Prospectus;

b. is not presented fairly in accordance with the stated basis of preparation, being the
accounting policies adopted and used by the Company and the recognition and
measurement principles contained in Australian Accounting Standards;
(iii) the Statutory Forecast Financial Information itself is unreasonable.
Conclusion on Pro Forma Forecast Financial Information
Based on our review, which is not an audit, nothing has come to our attention that causes us to believe
that:
(i) the Directors’ best estimate assumptions used in the preparation of the Pro Forma Forecast
Financial Information do not provide reasonable grounds for the Pro Forma Forecast Financial
Information;
(ii) in all material respects, the Pro Forma Forecast Financial Information:
a.

is not prepared on the basis of the Directors’ best estimate assumptions as described in
Section 5.16 of the Prospectus; or

b.

is not presented fairly in accordance with the stated basis of preparation, being the
accounting policies adopted and used by the Company and the recognition and
measurement principles contained in Australian Accounting Standards, applied to the
Statutory Forecast Financial Information and the Pro Forma Adjustments as if those
adjustments had occurred as at 1 July 2018; or

(iii) the Pro Forma Forecast Financial Information itself is unreasonable.
Material uncertainty related to going concern
We draw attention to Section 5.13 of the Prospectus, which indicates that the Company incurred a net
loss after income tax of $2,746,573 during H1 FY19 and had net cash outflows from operating and
investing activities of $435,625 (which includes the receipt of $2,478,512 in research and development
tax incentives). As stated in Section 5.13, these conditions along with the other matters as set out in
Section 5.13, indicate that a material uncertainty exists that may cast significant doubt on the
Company’s ability to continue as a going concern. Our conclusion is not further modified in respect of
this matter.
Restrictions on Use
Without modifying our conclusions, we draw attention to the Important Notices of the Prospectus,
which describes the purpose of the Financial Information, being for inclusion in the Prospectus. As a
result, the Investigating Accountant’s Report may not be suitable for use for another purpose.
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Consent
Deloitte Corporate Finance Pty Limited has consented to the inclusion of this limited assurance report
in the Prospectus in the form and context in which it is included.
Disclosure of Interest
Deloitte Corporate Finance Pty Limited does not have any interest in the outcome of this Offer other
than the preparation of this report and participation in the due diligence procedures for which normal
professional fees will be received.
Deloitte Touche Tohmatsu is the auditor of the Company.
Yours sincerely

Ashley Miller
Authorised Representative of Deloitte Corporate Finance Pty Limited (AFSL Number 241457)
AR number 461007
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9.1 Registration
The Company was incorporated in Victoria, Australia on 18 February 2008 as a public company limited by shares.

9.2 Tax status
The Company will be taxed as an Australian tax resident public company for the purpose of Australian income
tax law. The Company is a head company of an income tax consolidated group with its subsidiary entity, MWH.

9.3 Corporate structure
The following diagram shows the corporate structure of the Company and MWH on completion of the Offer.
MWH is Powerwrap’s only subsidiary, and operates the specialist execution arm of Powerwrap’s business.
Company structure
Powerwrap Limited
100% shares
MWH Capital Limited

9.4 Sale of Shares by SaleCo
SaleCo, a special purpose vehicle, has been established to facilitate the sale of Sale Shares by Selling
Shareholders. Each of the Selling Shareholders, the Company and SaleCo has entered into the Share Sale
Agreement under which (conditional upon completion of the Offer and ASX listing) the Selling Shareholders
irrevocably agree to sell some or all of their existing Shares to SaleCo, which will be sold by SaleCo into the
Offer, free from encumbrances and third-party rights. The Selling Shareholders have agreed to sell 6.9 million
Sale Shares to SaleCo.
The Sale Shares which SaleCo acquires from the Selling Shareholders will be transferred to successful Applicants
at the Offer Price. The price payable by SaleCo for the Sale Shares is the Offer Price. The Company will also issue
Shares to successful Applicants under the Offer.
SaleCo has no material assets, liabilities or operations other than its interests in and obligations under the Share
Sale Agreement. The directors of SaleCo are Richard Loveridge and Anthony Wamsteker. The Company has
indemnified SaleCo and each director and the shareholder of SaleCo for any loss which SaleCo or any director
or the shareholder of SaleCo may incur as a consequence of the Offer. However, neither the Company nor
SaleCo will be responsible for paying any tax incurred by any Selling Shareholder as a result of transferring
or selling Shares pursuant to the Share Sale Agreement.
The Company has agreed to pay all of the costs of SaleCo in operating the sell down facility. This means that
Selling Shareholders will not directly or indirectly incur any of such costs when selling their Sale Shares to SaleCo.

9.5 Underwriting agreement
Settlement of the Offer is underwritten by the Joint Lead Managers pursuant to an underwriting agreement
between the Company, SaleCo and the Joint Lead Managers entered into on or about the date of this
Prospectus (Underwriting Agreement). Under the Underwriting Agreement, the Joint Lead Managers have
agreed to arrange, manage and underwrite the Offer.
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Commission, fees and expenses
The Company and SaleCo have agreed to pay:
>> Bell Potter a management fee of 1.0% of the Offer proceeds;
>> Bell Potter an underwriting fee of 4.0% of the Offer proceeds received from applicants residing outside
of Australia; and
>> the Joint Lead Managers, in their respective proportions, an underwriting fee of 4.0% of the Offer proceeds
received from the applicants residing within Australia.
The Joint Lead Managers must pay any broker firm fees due to co-managers, co-lead managers and brokers
appointed under the Underwriting Agreement, the quantum to be agreed between the Company and the Joint
Lead Managers.
Lodge Partners have been appointed to act as Co-Manager for the Offer. The Joint Lead Managers are responsible
for payment of any fees to the Co-Manager. The Co-Manager does not have any entitlement to any additional
fees from Powerwrap.
The Company has agreed to reimburse the Joint Lead Managers for certain agreed costs and expenses incurred
by the Joint Lead Managers in relation to the Offer.

Termination events
The Joint Lead Managers may, at any time from the date of the Underwriting Agreement until 10:00 am on the
settlement date of the Offer or at any other time as specified below, terminate the Underwriting Agreement
(without any cost or liability to the Joint Lead Managers by notice to the Company and SaleCo), if any of the
following events occur:
132

>> a statement in any of the Offer documents becomes misleading or deceptive or is likely to mislead or deceive,
or a matter required to be included is omitted from an Offer Document (including, without limitation, having
regard to the provisions of Part 6D.2 of the Corporations Act);
>> there occurs a new circumstance that arises after the Prospectus is lodged that would have been required to
be included in the Prospectus if it had arisen before the lodgement;
>> the Company and SaleCo issues or, in the reasonable opinion of the Joint Lead Manager seeking to terminate,
become required to issue a supplementary prospectus to comply with Section 719 of the Corporations Act;
>> the Company lodges a supplementary prospectus with ASIC in a form and substance that has not been
approved by the Joint Lead Managers as required by the Underwriting Agreement;
>> the S&P/ASX All Ordinaries Index falls to a level which is 90% or less than the level it was at the close of
trading on day of the Underwriting Agreement and closes at or below 90% level on 2 consecutive Business
Days prior to the settlement date, or on the business day prior to the settlement date;
>> any of the restriction agreements between escrowed shareholders and the Company are withdrawn, varied,
terminated, rescinded, altered or amended, breached or failed to be complied with;
>> a sale agreement between each Selling Shareholder and SaleCo is withdrawn, varied, terminated, rescinded,
altered, amended or materially breached or failed to be complied with or the transactions set out in a sale
agreement are not capable of completing in the reasonable opinion of the Joint Lead Managers;
>> approval is refused or not granted, (or approval subject to conditions other than customary conditions) to
the Company’s admission to the official list of the ASX on or before the shortfall notification date or quotation
of the Shares on ASX, or for the Shares to be traded through CHESS on or before the quotation date, or if
granted, the approval is subsequently withdrawn, qualified (other than by customary condition) or withheld;
>> any of the following notifications are made in respect of the Offer:
– ASIC issues an order (including an interim order) under Section 739 of the Corporations Act and any such
inquiry or hearing is not withdrawn within 3 business days or if it is made within 3 business days of the
settlement date it has not been withdrawn by the day before the settlement date;
– ASIC holds a hearing under Section 739(2) of the Corporations Act;

– an application is made by ASIC for an order under Part 9.5 of the Corporations Act in relation to the Offer
or an Offer Document or ASIC commences any investigation or hearing under Part 3 of the Australian
Securities and Investments Commission Act 2001 (Cth) in relation to the Offer or an Offer Document, and
any such inquiry or hearing is not withdrawn within 3 business days or if it is made within 3 business days
of the settlement date it has not been withdrawn by the day before the settlement date;
– any person who has previously consented to the inclusion of its name in the Prospectus (other than the
Joint Lead Managers) withdraws that consent; or
– any person gives a notice under Section 730 of the Corporations Act in relation to the Prospectus (other
than the Joint Lead Managers, co-lead manager or co-manager);
>> the Company or SaleCo withdraws the Prospectus or the Offer or any circumstance arises after lodgement
of the Prospectus with ASIC that results in the Company or SaleCo either repaying any money received from
applicants under the Offer or offering applicants under the Offer an opportunity to withdraw their application
for Offer Shares and be repaid their application monies;
>> an event specified in the timetable up to and including the settlement date is delayed by more than 2 business
days (other than any unreasonable delay caused solely by the Joint Lead Managers or any delay agreed
between the Company, SaleCo and the Joint Lead Managers or a delay as a result of an extension of the
exposure period by ASIC);
>> the Company is prevented from issuing and allotting the Offer Shares or SaleCo is prevented from transferring
the Sale Shares by applicable laws, an order of a court of competent jurisdiction or a governmental authority,
within the time required by the ASX Listing Rules;
>> the Company alters the issued capital of the Company or a member of the Company, SaleCo and each of
its subsidiaries or disposes or attempts to dispose of a substantial part of the business or property of the
Company, SaleCo and each of its subsidiaries without the prior written consent of the Joint Lead Managers;
>> if a regulatory body withdraws, revokes or amends any regulatory approvals required for the Company or
SaleCo to perform their obligations under the Underwriting Agreement, such that the Company or SaleCo
is rendered unable to perform its obligations under the Underwriting Agreement;
>> a change in the board of directors, chief executive officer or chief financial officer of the Company or SaleCo
occurs, or such person dies or becomes permanently incapacitated; or
>> the Company varies any term of its constitution without the prior written consent of the Joint Lead Managers.

Termination events subject to materiality
The Joint Lead Managers may, at any time on or before 10.00 am on the settlement date or at any other time
as specified below, terminate the Underwriting Agreement without cost or liability by notice to the Company,
SaleCo and the other Joint Lead Manager if any of the following events occur and the Joint Lead Managers have
reasonable grounds to believe that the event: (i) has or is likely to have a material adverse effect on the success,
settlement or marketing of the Offer, or the ability of the Joint Lead Manager to market or promote or settle the
Offer or the subsequent market of the Offer Shares or the condition, trading or financial position, performance,
profits and losses, results, business or operations of the Company; or (ii) will, or is likely to, give rise to a liability
of that Joint Lead Managers under, or a contravention by that Joint Lead Manager of, any applicable law:
>> any of the Offer Documents or any aspect of the Offer does not comply with the Corporations Act, the ASX
Listing Rules or other applicable law or regulation;
>> a statement in any of the Public Information is or becomes misleading or deceptive or is likely to mislead
or deceive;
>> the due diligence report is, or becomes, false or misleading or deceptive, including by way of omission;
>> any information supplied (including any information supplied prior to the date of the Underwriting Agreement)
by or on behalf of the Company, SaleCo and each of its subsidiaries to the Joint Lead Managers in respect
of the Offer or the Company, SaleCo and each of its subsidiaries is, or is found to be, misleading or deceptive,
or is likely to mislead or deceive (including by omission);
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>> any adverse change occurs in the assets, liabilities, financial position or performance, profits, losses or prospects
of the Company, SaleCo and each of its subsidiaries from those disclosed in the Prospectus lodged with ASIC
on the lodgement date or an adverse change in the nature of the business conducted by the Company,
SaleCo and each of its subsidiaries disclosed in the Prospectus lodged with ASIC on the lodgement date;
>> there are not, or ceases to be, reasonable grounds in the reasonable opinion of the Joint Lead Managers
for any statement or estimate in the Offer Documents which relate to a future matter or any statement or
estimate in the Offer Documents which relate to a future matter is, in the reasonable opinion of the Joint
Lead Managers, unlikely to be met in the projected timeframe (including in each case financial forecasts);
>> the Company or SaleCo does not provide a closing certificate as and when required by the Underwriting
Agreement or a statement in any closing certificate is false, misleading, inaccurate or untrue or incorrect;
>> any member of the Company, SaleCo and each of its subsidiaries becomes insolvent or there is an act or
omission which is likely to result in a member of the Company, SaleCo and each of its subsidiaries
becoming insolvent;
>> hostilities not presently existing at the date of the Underwriting Agreement commence (whether war has been
declared or not) or an escalation of existing hostilities occurs (whether war has been declared or not) involving
any one or more of Australia, New Zealand, the United States, Canada, the United Kingdom, Hong Kong, the
People’s Republic of China, Singapore, Japan, Russia, North Korea, South Korea, or any member state of the
European Union or a major terrorist act is perpetrated on any one of those countries;
>> if any of the obligations of the relevant parties under any of the material contracts are not capable of being
performed in accordance with their terms (in the reasonable opinion of the Joint Lead Managers) or if all or
any part of any of the material contracts:
– is terminated, withdrawn, rescinded, avoided or repudiated;
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– is altered, amended or varied without the consent of the Joint Lead Managers (acting reasonably);
– is breached, or there is a failure to comply;
– ceases to have effect, otherwise than in accordance with its terms; or
– is or becomes void, voidable, illegal, invalid or unenforceable (other than by reason only of a party waiving
any of its rights) or capable of being terminated, withdrawn, rescinded, avoided or withdrawn or of limited
force and affect, or its performance is or becomes illegal;
>> a new law is introduced, or there is a public announcement of a proposal to introduce, into Australia or any
state or territory of Australia (other than a law or policy which has been announced before the date of the
Underwriting Agreement);
>> the Company, SaleCo or any of its subsidiaries contravene the Corporations Act, the Competition and
Consumer Act 2010 (Cth), the Australian Securities and Investments Commission Act 2001 (Cth), its
constitution or any ASX Listing Rule;
>> a representation, warranty, undertaking or obligation contained in the Underwriting Agreement on the part
of the Company or SaleCo (whether severally or jointly) is breached, becomes not true or correct or is
not performed;
>> the Company or SaleCo defaults on 1 or more of its undertakings or obligations under the
Underwriting Agreement;
>> a director of the Company or SaleCo is charged with an indictable offence, any director of the Company
or SaleCo is disqualified from managing a corporation under Part 2D.6 of the Corporations Act, the
commencement of legal proceedings against the Company or SaleCo or any of its directors in their capacity
as a director or any regulatory body commences an inquiry or public action against the Company or SaleCo
or each of its subsidiaries;
>> any of the following occurs:
– a general moratorium on commercial banking activities in Australia, the United Kingdom, the United States,
Canada, Hong Kong, Japan, Singapore or any member state of the European Union is declared by the
relevant central banking authority in those countries or there is a disruption in commercial banking or
security settlement or clearance services in any of those countries;

– trading in all securities quoted or listed on ASX, the London Stock Exchange or the New York Stock
Exchange, is suspended for at least 1 day on which that exchange is open for trading;
– any adverse change or disruption to the existing financial markets, political or economic conditions of, or
currency exchange rates or controls in Australia, the United Kingdom, the United States, Canada, Hong Kong,
Japan, Singapore or any member state of the European Union, or the international financial markets or any
adverse change in national or international political, financial or economic conditions; or
– a change of development (which was not publicly known prior to the date of the Underwriting Agreement)
involving a prospective adverse change in taxation laws affecting the Company, SaleCo or the Offer occurs;
>> any of the Company or SaleCo or any of their directors or officers (as those terms are defined in the
Corporations Act) engage, or have been alleged by a governmental authority to have engaged since the
date of the Underwriting Agreement, in any fraudulent conduct or activity whether or not in connection
with the Offer; or
>> other than as disclosed in the Prospectus, the Company or SaleCo creates or agrees to create an
encumbrance over the whole or substantial part of its business or property.

Conditions, warranties, undertakings and other terms
The Underwriting Agreement contains certain standard representations, warranties and undertakings by the
Company and SaleCo to the Joint Lead Managers (as well as common conditions precedent, including the
entry into restriction agreements by any escrowed shareholders before 5:00pm on the business day prior to
the settlement date, and the restriction agreement not being terminated, breached, rescinded or materially
altered or amended prior to the allotment date).
The warranties relate to matters such as conduct by the Company and SaleCo and information provided by the
Company and SaleCo, financial information, material contracts, licenses, insurance, information in this Prospectus
and the conduct of the Offer.
The Company and SaleCo’s undertakings include that they will not from the date of the initial distribution of the
pathfinder until before 120 days following completion, alter the capital of the Company, amend the Company’s
constitution or dispose of the Company’s business or property (in whole or substantial part) except with the prior
written consent of the Joint Lead Managers (which must not be unreasonably withheld or delayed), and that it
will, during the period following the date of the Underwriting Agreement until 120 days after completion, carry
on its business and procure that each member of the Company, SaleCo and each of its subsidiaries carries on
its business, in the ordinary course and not dispose (or permit any other member of the Company, SaleCo and
each of its subsidiaries) of any material part of its business or property and not acquire any business or property
(in each case, without the prior written consent of the Joint Lead Managers) except in the ordinary course.

Indemnity
Subject to certain exclusions relating to, among other things, gross negligence, fraud, or wilful misconduct of an
indemnified party, the Company and SaleCo agree to keep the Joint Lead Managers and certain affiliated parties
indemnified from losses suffered in connection with the Offer.

9.6 Material contract summaries
9.6.1 Relationship Agreement with Praemium
The Company has entered into the Relationship Agreement with Praemium, pursuant to which Praemium
provides the Company with the book of records and portfolio management system that forms part of the
Company’s offering. The Company is granted a licence by Praemium that allows these Platform services to
be provided to the Company’s customers.
Term and termination
Following the expiration of the initial five-year term in 2014, the Relationship Agreement is currently on rolling
terms of one year. Praemium has the right to terminate the Relationship Agreement by providing the Company
with six months’ notice. The risks associated with such termination are set out in section 4.
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Indemnities and limitation of liability
The Company is indemnified by Praemium against all losses, damages, liabilities, claims and expenses incurred
by the Company arising out of or in connection with any act or omission by Praemium causing liability to the
Company. However, this indemnity may be limited to the total charges paid by the Company to Praemium under
the Relationship Agreement.
Praemium is indemnified by the Company in relation to anything that the Company’s administrator or a
subscriber administrator does, any harm suffered by a third party in connection with any aspect of the services
or use of the services and any loss or liability reasonably incurred or suffered from any actual or threatened
proceedings caused by a breach of the Relationship Agreement or any wilful, unlawful or negligent act or
omission by Powerwrap.
Fees and charges
Praemium is entitled to fees in respect of the services provided to the Company, which are paid as a quarterly
portfolio charge, which is calculated on a different basis in respect of different types of portfolios. In addition,
the Company is required to meet other costs of Praemium under the Relationship Agreement.

9.6.2 Escala Services Agreement
The Company has entered into a services agreement with Escala and 8 Partners Investments Pty Ltd dated
20 December 2017 (Escala Services Agreement) pursuant to which Escala engages the Company to provide
platform services, shared services, product services, investor client services, audit services and the arrangement
of execution services.
Term and termination
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The Escala Services Agreement commenced on 1 January 2018 and continues until 31 December 2023 unless
terminated earlier. There is an option for Escala to provide notice to the Company that it would like to extend
the term, in which case the Company must advise Escala whether the proposed extension is accepted.
In addition, the Company has the right to terminate the Escala Services Agreement without cause by providing
60 days’ notice to Escala.
Either party may terminate the Escala Services Agreement if the other party commits a material breach or
is subject to an insolvency event (to the extent that such provision is legally enforceable).
Remuneration
The Company is entitled to remuneration for providing the services to Escala under the Escala Services Agreement,
including (among others) a platform service fee, model portfolio administration and manager fee, shared services
fees and transactions/clearing and execution fees.
Exclusivity
Escala agrees to exclusively use the Company for the provision of the services provided under the Escala Service
Agreement, necessitating that all of Escala’s customer accounts be on the Platform. The exclusivity provisions
are subject to limited exceptions, which must not represent more than 15% of the total funds under management
of Escala.
Indemnities and limitation of liability
The Company is indemnified by Escala against all losses, damages, liabilities, claims, costs and expenses
reasonable and directly incurred that arise out of or reasonably in connection with the Company providing the
services to Escala, any breach by Escala of the Escala Services Agreement or any act or omission by Escala or
its representatives in the provision of financial services to Escala.
Escala acknowledges that the Company will not be liable to Escala or any third party for any loss, damage,
expense, cost or other liability arising out of the acts or omissions of the Company while performing the services
except where it is caused by its gross negligence, wilful default or fraud.

9.6.3 Escala Option Deed
The Company has entered into the Escala Option Deed with Escala and 8 Partners Investments in connection
with the Escala Services Agreement.
Pursuant to the Escala Option Deed, the Company has committed to issuing $4 million worth of Shares (based
on the Offer Price) to 8 Partners Investments upon Listing. The agreement to issue those Shares is subject to
the Listing. There is a buy back right in respect of these Shares for nominal consideration if the Escala Services
Agreement is terminated other than as a result of any default of its terms by Powerwrap or in the event that
Escala fails either to exclusively use the Powerwrap Platform for the provision of investment portfolio services
to its clients or place all of its investor client accounts in the Powerwrap Platform during the term of the Escala
Services Agreement (subject to limited exceptions). The exercise by the Company of this buy back right would
be subject to Shareholder approval in accordance with the Corporations Act.
The Company has committed to granting 400,000 options to acquire Shares to 8 Partners Investments, subject
to the Listing. The options (Options) will be issued on or before Listing on the following terms:
>> Tranche 1: 200,000 Options to subscribe for Shares at a 1:1 ratio, expiring three years after the issue date,
with an exercise price of 150% of the Offer Price;
>> Tranche 2: An additional 200,000 Options to subscribe for Shares at a 1:1 ratio, expiring five years after the
issue date, with an exercise price of 175% of the Offer Price;
>> Unless required by law, the Options are not to be quoted on any recognised securities exchange;
>> 8 Partners Investments has no right or interest in any underlying Shares to be issued under an Option unless
and until a Share is issued to them upon exercise of an Option (Option Share). Escala itself will have no
interest in any Shares;
>> 8 Partners Investments cannot participate in new issues of Shares or other securities in Powerwrap by virtue
of holding an Option unless the Option Shares have been issued to and registered in the name of 8 Partners
Investments before the record date for determining entitlements to the new issue, and, even then, only if the
attaching class rights permit;
>> Any Options that may be issued that have not been validly exercised by 8 Partners Investments on or before
5.00pm on the applicable expiry date will automatically lapse and be cancelled;
>> If an Option lapses all rights of 8 Partners Investments in respect of that Option cease and no consideration
will be payable for or in relation to that lapse;
>> Each Option Share issued in satisfaction of the exercise of an Option will, on and from the date upon which
they are issued, rank pari passu in all respects with the Shares then on issue in Powerwrap;
>> 8 Partners Investments may not dispose of, create any security interest over or otherwise deal with an
Option (vested or otherwise) or its rights or benefits in relation to any Options without the written consent
of Powerwrap, which may be withheld in its absolute discretion;
>> Where the grant or vesting of the Options, or the issue of Option Shares to 8 Partners Investments as a result
of the exercise of Options, requires approval of Powerwrap’s shareholders pursuant to the Corporations Act
or any applicable rules of a regulated financial market upon which Powerwrap’s securities are listed, Powerwrap
must do all things within its power that are required, including by sending all notices and convening all meetings,
for the purpose of seeking the approval to the grant and vesting of the Options and the allotment and issue of
Option Shares to 8 Partners Investments upon the exercise of any Option in accordance with this deed;
>> Unexercised Options shall automatically lapse and be cancelled in the event that the Escala Services Agreement
is terminated (other than as a result of any default of its terms by Powerwrap) or in the event that Escala fails
either to exclusively use the Powerwrap Platform for the provision of investment portfolio services to its clients
or place all of its investor client accounts in the Powerwrap Platform during the term of the Escala Services
Agreement (subject to limited exceptions); and
>> If any reorganisation (including consolidation, subdivision, reduction, return or cancellation) of the issued
capital of Powerwrap occurs following a Listing but before the expiry of any Options, the number of Options
to which 8 Partners Investments is entitled or the corresponding exercise price of such Options or both must
be reorganised in accordance with the ASX Listing Rules, as may be applicable to the reorganisation, at the
time of the reorganisation.
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9.7 ASX and ASIC
ASX waivers and confirmations
The Company has not obtained any waivers and confirmations from the ASX in relation to the Offer.

ASIC relief
The Company has not sought any exemptions, modifications or relief from ASIC in relation to the Offer.

9.8 Litigation and claims
As at the Prospectus Date, so far as the Directors are aware, there is no current or threatened civil litigation,
arbitration proceedings or administrative appeals, or criminal or governmental prosecutions of a material nature
in which the Company is directly or indirectly concerned which is likely to have a material adverse impact on the
business or financial position of the Company.

9.9 Consents to be named and disclaimers of responsibility
Each of the parties referred to below (each a Consenting Party), to the maximum extent permitted by law,
expressly disclaims all liabilities in respect of, makes no representations regarding and takes no responsibility
for any statements in or omissions from this Prospectus, other than the reference to its name in the form
and context in which it is named and a statement or report included in this Prospectus with its consent as
specified below.
Each of the Consenting Parties has given and has not, before the lodgement of the Prospectus with ASIC,
withdrawn its written consent to be named in this Prospectus in the form and context in which it is named.
None of the Consenting Parties referred to below has made any statement that is included in this Prospectus
or any statement on which a statement is made in this Prospectus is based, other than as specified below:
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>> Bell Potter Securities Limited
>> Baillieu
>> Hall & Wilcox
>> Deloitte Corporate Finance Pty Limited
>> Deloitte Touche Tohmatsu
>> Rice Warner
>> Investment Trends
>> Escala
>> Pitcher Partners
>> 8 Partners Investments
Deloitte Corporate Finance Pty Limited and Deloitte Touche Tohmatsu have given, and have not withdrawn
prior to the lodgement of this Prospectus with ASIC, their written consent to the inclusion in this Prospectus of
statements by it, including the Investigating Accountant’s Report in section 8 and the statements specifically
attributed to them in the text of, or by a footnote in, this Prospectus, in the form and context in which they are
included (and all other references to that report and those statements) in this Prospectus.

9.10 Expenses of the Offer
The costs of the offer are expected to be approximately $2.1 million (including Joint Lead Managers’ underwriting
and management, advisory, legal, accounting, tax, listing and administrative fees, as well as share registry,
printing, advertising and other expenses). No sums have been paid or agreed to be paid to a prescribed person
for services rendered by the prescribed person in connection with the promotion or formation of the Company
or the Offer except as set out in Section 7.3.

9.11 Taxation considerations
This section provides a general overview of certain Australian tax consequences for investors who acquire Shares
through the Offer. The comments in this section are based on the Australian taxation laws (including established
interpretations of those laws) and understanding of the practice of the ATO as at the Prospectus Date.
This section is general in nature and is not intended to be an authoritative or a complete statement of the
Australian taxation laws. It should be noted that the Australian taxation laws are complex, and the investor’s
own circumstances may affect the taxation outcomes of making an investment in the Company. It is therefore
recommended that investors seek independent professional advice having regard to their own specific
circumstances in considering an investment in the Company.
This summary does not constitute financial product advice as defined in the Corporations Act. Taxation issues,
such as (but not limited to) those covered by this section, are only one of the matters an investor needs to
consider when making a decision about a financial product. Investors should consider taking advice from
someone who holds an Australian Financial Services Licence before making such a decision.
The tax consequences in this section do not take into account or anticipate any changes in law (by legislation or
judicial decision) or any changes in administrative practice or interpretation by the relevant authorities. If there is
such a change, including a change having retrospective effect, the income tax, stamp duty and GST consequences
should be reconsidered by Shareholders in light of the changes. The precise implications will depend on each
Shareholders specific circumstances. The Company and its advisors disclaim all liability to any Shareholder or
other party for all costs, losses, damages and liabilities that the Shareholders or other party may suffer or incur
arising from or relating to, or in any way connected with the contents of this summary or the provision of this
summary to the Shareholder or other party or the reliance on it by the Shareholder or other party.

Taxation of dividends
Dividends may be paid to shareholders by the Company. The Company may attach “franking credits” to such
dividends. Franking credits broadly represent the extent to which a dividend is paid by the Company out of profits
that have been subject to Australian tax. It is possible for a dividend to be fully franked, partly franked or unfranked.
Australian tax resident shareholders
Australian tax resident shareholders will be required to include dividends in their assessable income in the
income year in which the dividends are paid (as opposed to when the dividend is declared). To the extent that
the dividends are franked, subject to the comments below, the associated franking credits should also be
included in the Australian tax resident shareholder’s assessable income (that is, the dividends are required to be
“grossed-up”). In such circumstances, the Shareholders are subject to tax at their rate of tax on the grossed-up
dividends received (but may be entitled to a tax offset for the associated franking credits as discussed below).
To the extent that the dividends are unfranked, there is no gross-up (or tax offset) and Australian resident
shareholders should be subject to tax at their applicable rate of tax on the unfranked dividends received.
Generally, shareholders should be entitled to a “tax offset” equal to the amount of any franking credits received.
To the extent that the franking credits received by non-corporate shareholders that are individuals and
complying superannuation entities exceed that shareholder’s income tax liability for the income year, those
shareholders should be entitled to a refund from the ATO of any excess franking credits. Where the franking
credits are less than the tax payable on the dividends, those shareholders may need to pay an additional amount
of tax. We note in March 2018, the Australian Labour Party (currently in Federal opposition as at the date of this
document), announced its plan that, if elected, it would seek to abolish the refund of excess franking credits.
A federal election will be held in 2019 and any changes proposed in relation to this matter will be subject to the
passing of new legislation.
In relation to non-corporate shareholders that are trusts (other than trustees of complying superannuation
entities) or partnerships, such shareholders should include any franking credits in determining the net income
of the trust or partnership. The relevant beneficiary or partner may then be entitled to a corresponding tax
offset, subject to certain requirements being satisfied.
Corporate shareholders are also entitled to a tax offset equal to the amount of franking credits received;
however, unlike non-corporate shareholders, they are unable to claim refunds for excess franking credits.
Where excess franking credits exist, a corporate shareholder should be entitled to have the surplus credits
converted into carry forward tax losses.
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Corporate shareholders (including those which are deemed to be companies) should also be entitled to a
franking credit in their franking accounts equal to the franking credits received in respect of the dividends.
A corporate shareholder may be able to then use the credits to make franked distributions to its shareholders.
There are certain limitations imposed by the Australian taxation law which may prevent a shareholder from
obtaining the benefit of any franking credits. In this regard, shareholders seeking to claim tax offsets for franking
credits must be “qualified persons” in respect of the relevant dividends.
In order to be a qualified person, and to be eligible for the franking credit and tax offset, an Australian tax
resident shareholder must satisfy the ‘holding period’ rule and the ‘related payments’ rule. In broad terms,
shareholders who have held their Shares “at risk” for at least 45 days (excluding the dates of acquisition and
disposal) should be qualified persons and should be able to claim a tax offset for the amount of franking credits
received. The holding period rule should not apply to individual Australian resident shareholders whose total
franking tax offsets (for all franked distributions received in the income year) do not exceed $5,000 for the
income year, as they should generally be deemed to be qualified persons. Special rules apply to arrangements
which involve the making of related payments to pass on the benefit of any dividends paid, or in the context of
franked dividends received via trusts or partnerships.
In addition to the holding period rule and the related payments rule, there are a number of other integrity
provisions which can apply to arrangements that exhibit features such as dividend stripping, dividend washing,
franking credit trading and franking credit streaming. Where these integrity provisions apply, the shareholder
does not include the amount of the franking credit in their assessable income, nor are they entitled to a tax offset
for the franking credit. These rules are complex, and shareholders should seek their own taxation advice in
respect of the application of these provisions.
Non-resident shareholders
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Generally, unfranked dividends paid to shareholders that are not Australian tax residents should be subject to
dividend withholding tax. To the extent that distributions to non-residents include unfranked dividends, the
Company should withhold tax at the rate applicable to each non-resident shareholder. Australian dividend
withholding tax is levied at a flat rate of 30% on the gross amount of the dividends unless a shareholder is a
tax resident of a country that has an applicable double tax treaty with Australia. In these circumstances, the
withholding tax is generally limited to 15%, although in certain cases, depending on the shareholder’s country
of residence, the type of shareholder and the size of their shareholding, the rate may be reduced further.
Fully franked dividends are not subject to Australian dividend withholding tax.
It is recommended that non-resident shareholders also consider the tax implications of receiving dividends from
the Company under their respective domestic tax regimes.

Taxation of future share disposals
Australian tax resident shareholders
Most Australian resident investors should be subject to Australian capital gains tax (CGT) on the disposal of
their Shares.
Some investors will hold Shares on revenue account, trading stock or under the Taxation of Financial Arrangements
regime contained within Division 230 of the Income Tax Assessment Act 1997. These investors should seek their
own advice.
Australian tax resident shareholders who hold their Shares on capital account will be required to consider the
impact of the CGT provisions in respect of the disposal of their Shares. The following comments in relation to
future disposal of shares by Australian tax resident shareholders apply only to those shareholders that hold their
Shares on capital account.
Where the capital proceeds received on the disposal of the Shares exceed the CGT cost base of those Shares,
Australian tax resident shareholders will be required to recognise a capital gain. The CGT cost base of the Shares
should generally be equal to the issue price or acquisition price of the Shares plus, among other things, incidental
costs associated with the acquisition and disposal of the Shares. In respect of the CGT cost base of the Shares,
this amount may be reduced as a result of receiving non-assessable distributions from the Company, such as
returns of capital.

Conversely, Australian tax resident shareholders may recognise a capital loss on the disposal of Shares where
the capital proceeds received on disposal are less than the reduced CGT cost base of the Shares.
All capital gains and losses recognised by an Australian tax resident shareholder for an income year are considered
collectively. To the extent that a net gain exists, such shareholders should be able to reduce the gain by any
amount of unapplied net capital losses carried forward from previous income years (provided certain loss
recoupment tests are satisfied, which can apply for certain types of shareholders). Any remaining net gain (after
the application of any carried forward tax losses) should be included in the Australian tax resident shareholder’s
assessable income (subject to comments below in relation to the availability of the CGT discount concession)
and should be taxable at the shareholder’s applicable rate of tax. Where a net capital loss is recognised, the
loss will only be deductible against future capital gains. Capital losses are capable of being carried forward
indefinitely, provided the relevant loss recoupment tests are satisfied (if applicable).
Non-corporate shareholders may be entitled to a concession which discounts the amount of capital gain that
is assessed. Broadly, the concession is available where the Shares have been held for 12 months or more prior to
disposal. The concession results in a 50% reduction in the assessable amount of a capital gain for an individual
shareholder or trust, and a one-third reduction of a capital gain for an Australian resident complying
superannuation entity shareholder. The concession is not available to corporate shareholders.
In relation to trusts or limited partnerships, the rules surrounding capital gains and the CGT discount are
complex, but the benefit of the CGT discount may flow through to relevant beneficiaries, subject to certain
requirements being satisfied.
Non-resident shareholders
Non-resident shareholders who hold Shares on revenue account may need to include any Australian sourced
profits recognised on the sale of Shares in their Australian assessable income unless an applicable double tax
treaty provides relief from Australian taxation. Conversely, non-resident shareholders who make a loss on the
disposal of the Shares in these circumstances may be entitled to claim the loss against other Australian
assessable income, provided the loss was made in the course of deriving assessable income from
Australian sources.
Non-resident shareholders who hold their Shares on capital account should generally not be subject to Australian
CGT upon disposal of their Shares except in limited circumstances; for example, where the Shares are used in
the carrying on of a business through a permanent establishment in Australia or where the Shares are “indirect
Australian real property interests” at the time of sale. In this regard, the Shares should only be indirect Australian
real property interests to the extent that, broadly, the following two requirements are satisfied:
>> The Company is considered “land rich” for Australian income tax purposes (that is, greater than 50% of the
market value of the company’s underlying assets is derived from Australian real property interests or certain
interests in relation to Australian minerals); and
>> The non-resident shareholder has an associate-inclusive interest of at least 10% in the Company.
We note that it is unlikely that the Company is considered “land rich” for Australian income tax purposes but
this analysis is required to be undertaken at the time of disposal.

Tax file number and Australian Business Number
A shareholder is not obliged to quote a tax file number (TFN), or where relevant, Australian Business Number
(ABN), to the Company. However, if a TFN or ABN is not quoted and no exemption applicable, income tax may
be required to be deducted by the Company at the highest marginal rate (currently 45%) plus Medicare Levy
(currently 2%) from certain dividends paid.
A Shareholder that holds Shares as part of an enterprise may quote its Australian Business Number instead
of its TFN. Non-residents are exempt from this requirement.

Stamp Duty
No Australian stamp duty should be payable by a shareholder on the issue or acquisition of Shares pursuant
to the Offer. Further, under current stamp duty legislation, stamp duty should not ordinarily be payable on
any subsequent acquisition of Shares by a shareholder provided the Company remains listed on the ASX.
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Goods and services tax
Under current Australian GST Law, goods and services tax (GST) should not be applicable to the issue,
acquisition or transfer of Shares, irrespective of whether the shareholder is registered for GST or not. However,
GST is likely to be applicable on any fees paid on brokerage services received in relation to the share transaction.
The ability to recover any GST paid in relation to this transaction as an input tax credit would vary according to
individual circumstances and as such this should be reviewed by shareholders prior to making any claim.

9.12 Foreign Acquisitions and Takeovers Act 1975 (Cth)
The sale and purchase of Shares in Australia are regulated by a number of laws that restrict the level of
ownership or control by any one person (either alone or in combination with others). This Section 9.14 contains
a general description of these laws.
Generally, the Foreign Acquisitions and Takeovers Act 1975 (Cth) applies to acquisitions of shares and voting
power in a company of 20% or more by a single foreign person and its associates (Substantial Interest), or 40%
or more by two or more unassociated foreign persons and their associates (Aggregate Substantial Interest).
Where a proposed acquisition of a Substantial Interest or Aggregate Substantial Interest meets certain criteria,
the acquisition may not occur unless notice of it has been given to the Commonwealth Treasurer and the
Commonwealth Treasurer has either stated that there is no objection to the proposed acquisition in terms of
Australia’s Foreign Investment Policy or a statutory period has expired without the Federal Treasurer objecting.
An acquisition of a Substantial Interest or an Aggregate Substantial Interest meeting certain criteria may also
lead to divestment orders unless a process of notification, and either a statement of non-objection or expiry
of a statutory period without objection, have passed.
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In addition, in accordance with Australia’s Foreign Investment Policy, proposed acquisitions of a direct
investment in an Australian company by foreign government investors and their associates must be notified to
the Foreign Investment Review Board for prior approval, irrespective of the value of the investment. According
to Australia’s Foreign Investment Policy, a direct investment will typically include any investment of 10% or more
of the shares (or other securities or equivalent interest or voting power) in an Australian company but may also
include investment of less than 10% where the investor is building a strategic stake in the target or obtains
potential influence or control over the target.

9.13 Corporations Act
The takeover provisions in Chapter 6 of the Corporations Act restrict acquisitions of relevant interests in issued
voting shares in listed companies, and unlisted companies with more than 50 members, if, as a result of the
acquisition, the acquirer’s (or another party’s) voting power in that company would increase from 20% or below
to more than 20%, or would increase from a starting point that is above 20% and below 90%, unless certain
exceptions apply. The Corporations Act also imposes notification requirements on persons having voting power
of 5% or more in the Company either themselves or together with their associates.

9.14 Photographs and diagrams
Photographs and diagrams used in this Prospectus that do not have descriptions are for illustration only and
should not be interpreted to mean that any person shown in them endorses this Prospectus or its contents or
that the assets shown in them are owned by the Company. Diagrams used in this Prospectus are illustrative only
and may not be drawn to scale. Unless otherwise stated, all data contained in charts, graphs and tables is based
on information available at the Prospectus Date.

9.15 Governing law
This Prospectus and the contracts that arise from the acceptance of the Applications under this Prospectus are
governed by the law applicable in Victoria and each Applicant submits to the exclusive jurisdiction of the courts
of Victoria.

9.16 Statement of Directors
The Directors of the Company and SaleCo state that for the purposes of section 731 of the Corporations Act,
they have made all enquiries that were reasonable in the circumstances and have reasonable grounds to believe
that any statements by them in this Prospectus are true and not misleading or deceptive, and that with respect
to any other statements made in this Prospectus by persons other than the Directors, the Directors have made
reasonable enquiries and have reasonable grounds to believe that persons making the statement or statements
were competent to make such statements, and that those persons have given the consent required by section
716(2) of the Corporations Act and have not withdrawn that consent before lodgement of this Prospectus
with ASIC.
Each of the Directors of the Company and SaleCo consents to the lodgement of this Prospectus with ASIC
and has not withdrawn that consent prior to this Prospectus being lodged.

9.17 Brokerage and commission
No brokerage or commission is payable by Applicants on application for Shares under the Offer.
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Appendix A. Significant Accounting Policies

1. Revenue
Revenue from the rendering of services is recognised as and when the service is provided to the customers.
Amounts are measured at rates set out in agreements with customers.
All revenue is stated net of the amount of goods and services tax (GST).

2. Research and development grants
Research and development grant income is recognised when the right to receive is probable and the amount
can be reliably estimated.

3. Income Tax
Current income tax expense or benefit is the tax payable on the current period’s taxable income based
on the applicable income tax rate adjusted by changes in deferred tax assets and liabilities.
Deferred tax assets and liabilities are recognised for temporary differences at the applicable tax rates when
the assets are recovered or liabilities are settled. No deferred tax asset or liability is recognised in relation to
temporary differences if they arose in a transaction, other than a business combination, that at the time of
the transaction did not affect either accounting profit or taxable profit or loss.
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.
Current and deferred tax balances attributable to amounts recognised directly in equity are also recognized
directly in equity.

4. Cash and cash equivalents
Cash and cash equivalents include cash on hand and at banks, short-term deposits with an original maturity
of three months or less held at call with financial institutions.

5. Impairment of non-financial assets
Assets with an indefinite useful life are not amortised but are tested annually for impairment in accordance
with AASB 136 Impairment of Assets. Assets subject to annual depreciation or amortisation are reviewed for
impairment whenever events or circumstances arise that indicate that the carrying amount of the asset may
be impaired.
An impairment loss is recognised where the carrying amount of the asset exceeds its recoverable amount.
The recoverable amount of an asset is defined as the higher of its fair value less costs to sell and value in use.
The recoverable amount is assessed on the basis of the expected net cash flows which will be received from the
assets employment and subsequent disposal. The expected net cash flows have been discounted to present
values in determining recoverable amounts. Each class of plant and equipment is carried at cost or fair value less,
where applicable, any accumulated depreciation and any accumulated impairment losses.

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

Long-term employee benefit obligations
Liabilities arising in respect of long service leave and annual leave which is not expected to be settled within
twelve months of the reporting date are measured at the present value of the estimated future cash outflow
to be made in respect of services provided by employees up to the reporting date.
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Employee benefit obligations are presented as current liabilities in the balance sheet if the entity does not have
an unconditional right to defer settlement for at least twelve months after the reporting date, regardless of when
the actual settlement is expected to occur.

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

Operating leases
Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor,
are recognised as an expense on a straight-line basis over the term of the lease.
Lease incentives received under operating leases are recognised as a liability and amortised on a straight line
basis over the life of the lease term.

8. Borrowing costs
Borrowing costs can including interest expense calculated using the effective interest method, finance charges
in respect of finance leases, and exchange differences arising from foreign currency borrowings to the extent
that they are regarded as an adjustment to interest costs.

9. Financial Instruments
Classification
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Except for those trade receivables that do not contain a significant financing component and are measured at
the transaction price in accordance with AASB 15, all financial assets are initially measured at fair value adjusted
for transaction costs (where applicable).
Depending on the business model and on the asset’s contractual cash flow characteristics, the Company
classifies its financial assets into the following categories upon initial recognition:
>> Amortised cost;
>> Fair value through profit or loss (FVTPL); or
>> Fair value through other comprehensive income (FVTOCI).

Financial assets at amortised cost
The Company’s cash, term deposits, and receivables fall into this category using the effective interest method.
These financial assets are measured at amortised cost because they are not designated as FVTPL and they meet
the following conditions:
>> They are held within a business model whose objective is to hold the financial assets and collect its
contractual cash flows; and
>> The contractual terms of the financial assets give rise to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

Receivables
Receivables include trade receivables, R&D tax incentive receivables and other receivables are non-derivative
financial assets with fixed or determinable payments that are not quoted in an active market. They are classified
as current assets or non-current assets based on their maturity date. Loans and receivables comprise of trade
and other receivables in the statement of financial position. Trade and other receivables are recorded initially
at fair value; net of transaction costs incurred, and are subsequently measured at amortised cost (using the
effective interest rate method) reduced by any provision for impairment.
The Company currently has no financial asset that is categorised at FVTPL or FVTOCI.

Financial liabilities
Financial liabilities include trade payables, other creditors and loans from third parties including intercompany
balances and loans from or other amounts due to director-related entities. These are recognised initially at
fair value, net of transaction cost incurred, and are subsequently measured at amortised cost. Any difference
between the amounts originally received (net of transaction costs) and the redemption value is recognised in the
income statement over the period to maturity using the effective interest rate method. Trade and other payables
and borrowings from related parties are classified as current liabilities unless the Company has an unconditional
right to defer settlement of the liability for at least 12 months after the statement of financial position date.

10. Goods and services tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST
incurred is not recoverable from the Tax Office. In these circumstances the GST is recognised as part of the
cost of acquisition of the asset or as part of an item of the expense. Receivables and payables in the statement
of financial position are shown inclusive of GST.
Cash flows are presented in the statement of cash flows on a gross basis, except for the GST component
of investing and financing activities, which are disclosed as operating cash flows.

11. Intangibles
Goodwill
Goodwill is recognised initially at the excess over the aggregate of the consideration transferred, the fair value
of the non-controlling interest, and the acquisition date fair value of the acquirer’s previously held equity interest
(in case of step acquisition), less the fair value of the identifiable assets acquired and liabilities assumed.
Goodwill is not amortised, but is tested for impairment annually, or more frequently if events or changes in
circumstances indicate that it might be impaired and is carried at cost less accumulated impairment losses.

Capitalised software
Capitalised software is initially recorded at the purchase price. Other intangible assets are amortised on
a straight-line basis over their useful life.

12. Share based payments
Equity-settled share based payments to employees and others providing similar services are measured at the
fair value of the equity instrument at the grant date.
In accordance with AASB 2 Share Based Payment, the fair value determined at grant date of the equity-settled
share based payments is expressed on a straight-line basis over the vesting period, based on the Company’s
estimate of equity instrument that will eventually vests, with a corresponding increase in equity. At the end
of each reporting period, the Company revises its estimate of the number of equity instruments expected to
vest. The impact of the revision of the original estimates, if any, is recognised in profit or loss such that the
cumulative expense reflects the revised estimate, with a corresponding adjustment to the equity-settled
employee benefits reserve.
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Appendix B. Glossary

TERM
$ or A$

Australian dollars

1H

First half of a financial year

2H

Second half of a financial year

8 Partners
Investments

8 Partners Investments Pty Ltd ACN 168 657 378 (a company owned and controlled
by members of Escala management) and its respective controlled entities

ABN

Australian Business Number

AEST

Australian Eastern Standard Time

AFSL

Australian Financial Services License

APL

Approved product list

Applicant(s)

A person who submits an Application

Application(s)

An application made to subscribe for Shares offered under this Prospectus

Application Form

The application form attached to or accompanying this Prospectus (including the
electronic form)

Application Monies
or Application
Amount

The amount accompanying an Application Form submitted by an Applicant

ASIC

Australian Securities and Investment Commission

ASX

ASX Limited ACN 008 624 691 or the financial market operated by it, as the
context requires

ASX Listing Rules

The listing rules of ASX

ASX
Recommendations

The ASX Corporate Governance Council’s Corporate Governance Principles and
Recommendations

ASX Settlement
Operating Rules

The rules of ASX Settlement Pty Ltd ACN 008 504 532

ATO

Australian Tax Office

Australian
Accounting
Standards

Australian Accounting Standards and other authoritative pronouncements issued
by the Australian Accounting Standards Board

Baillieu

Baillieu Limited ACN 006 519 393

Bell Potter

Bell Potter Securities Limited ACN 006 390 772

Board or Board
of Directors

The board of directors of the Company

Broker

Any ASX participating organization selected by the Joint Lead Managers and the
Company to act as Broker to the Offer

Broker Firm Offer

The Offer of Shares under this Prospectus to Australian resident investors who are
not Institutional Investors and have received a firm allocation from their Broker,
as described in section 7.8

CAGR

Compound annual growth rate

149

Powerwrap Limited Prospectus

Appendix B. Glossary continued

TERM
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CFO

Chief Financial Officer

Chair

Chair of the Board of Directors

Challenger Platform

Platform providers such as the Company and other entities including Hub,
Praemium, OneVue, Netwealth and Managed Accounts which are not part
of Large Financial Institutions

CHESS

Clearing House Electronic Sub-Register System, operated in accordance with the
Corporations Act

Closing Date

The date by which Applications must be lodged for the Offer, being 3 May 2019.
This date may be varied by the Company and the Lead Manager, without prior notice

Company

Powerwrap Limited ACN 129 756 850 AFSL 329829

Company’s AFSL

The AFSL granted to the Company, AFS license number 329829

Completion of
the Offer

The completion of the Offer, being the date on which Shares are transferred to
successful Applicants in accordance with the terms of the Offer

Constitution

The constitution of the Company

Corporations Act

Corporations Act 2001 (Cth)

Corporate Directory

The Corporate Directory at the back of this Prospectus

Director

A member of the Board

EBIT

Earnings before interest and tax

EBITDA

Earnings before interest, tax, depreciation and amortisation

Escala

Escala Partners Limited ACN 155 884 236 and its respective controlled entities

Escala Option Deed

The deed dated 20 December 2017 as amended made between the Company, Escala
and 8 Partners Investments and summarized in Section 9.6.3

EV

Enterprise value

Existing
Shareholders

The Shareholders of the Company as at the date of this Prospectus

Expiry Date

The date being 13 months after the Prospectus Date

Financial Adviser

Bell Potter

Forecast Financial
Information

Has the same meaning given to that term in section 5.1

Funds under
administration
or FUA

The value of assets administered within a particular Platform product or group
of Platform products

FY

Financial year or year ended 30 June. For example, FY18 would be the financial year
ended 30 June 2018

Company

Powerwrap Limited ACN 129 756 850 AFSL No. 329829 and its subsidiaries

GST

Goods and services or similar tax imposed in Australia

TERM
High Net Worth
or HNW investors

A person with more than $1m of investments and assets, excluding their home,
collectibles and consumer goods

Hub 24

HUB24 Limited ACN 124 891 685

Institutional Investor An investor to whom offers or invitations in respect of securities can be made without
the need for a prospectus (or other formality, other than a formality which the
Company is willing to comply with), including in Australia persons to whom offers or
invitations can be made without the need for a lodged prospectus under section 708 of
the Corporations Act (other than section 708(1)) and in New Zealand, persons to whom
offers and invitations can be made without the need for a registered prospectus under
section 3(2)(a) of the Securities Act 1978 NZ
Institutional Offer

The invitation to Institutional Investors under this Prospectus to acquire Shares, as
described in section 7.9

Investigating
Accountant

Deloitte Corporate Finance Pty Limited ACN 003 833 127

Investment Platform

Investment platforms are technological systems for use by financial advisers and
their underlying investor clients, which simplify the management of multiple funds
in a portfolio

IPO

Initial public offering

IT

Information technology

Joint Lead
Managers

Bell Potter and Baillieu

Large Financial
Institutions

Major Australian banks and other diversified financial institutions with large shares of
the Australian market including ANZ, Westpac, NAB, CBA, IOOF, AMP and Macquarie

Listing

Admission of the Company to the official list of ASX and quotation of the Shares
on the ASX

Listing Date

The date on which the Company is admitted to the Official List of ASX and quotation
of the Shares commences

Lodge Partners

Lodge Partners Pty Ltd ACN 053 432 769

LTIP

The Company’s Long-term incentive plan described in section 6.3

m

Millions

Managed Accounts

Managed Accounts Holdings Limited ACN 128 316 441

Management

The CEO, CFO and senior management team of the Company

MWH

MWH Capital Pty. Ltd, ACN 136 888 956 AFSL No. 338141, a wholly owned subsidiary
of the Company

MWH AFSL

The AFSL granted to MWH, AFS license number 338141

Netwealth

Netwealth Group Limited ACN 620 145 404

New Shares

The 42.9 million new Shares to be issued under the Offer

NPAT

Net profit after tax

Offer

The offer of Shares under this Prospectus
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TERM

152

Offer Period

The period from the date on which the Broker Firm Offer opens on Monday
29 April 2019 until the Closing Date

Offer Price

$0.35 per Share

Offer Shares

The 49.8 million Shares comprising the Sale Shares and the New Shares being offered
under this Prospectus

OneVue

OneVue Holdings Limited ACN 108 221 870

PF

Pro forma

Pitcher Partners

Pitcher Partners Advisors Proprietary Limited ACN 052 920 206

Platform

The wealth management platform operated by the Company used primarily by Wealth
Advice Groups to administer, manage and report on underlying investor clients’
investment portfolios

Praemium

Praemium Limited ACN 098 405 826 and Praemium Australia Pty Ltd ACN 117 611 784

Pro Forma Financial
Information

Has the same meaning given to that term in section 5.1

Pro Forma
Historical Financial
Information

The financial information described as Pro Forma Historical Financial Information
in section 5.1

Prospectus

This document (including the electronic form of this Prospectus) and any
supplementary or replacement Prospectus in relation to this document

Prospectus Date

The date on which a copy of this Prospectus is lodged with ASIC

Retail Offer

The Broker Firm Offer

SaleCo

Powerwrap SaleCo Pty Ltd ACN 632 397 990

Sale Shares

The 6.9 million Shares held by Selling Shareholders who have agreed to sell the Sale
Shares to SaleCo under the Share Sale Agreement for the purposes of the Offer

Share Sale
Agreement

The deed between the Company, SaleCo, and Selling Shareholders dated on or about
the date of this Prospectus

Selling Shareholders Existing Shareholders who have agreed to sell the Sale Shares to SaleCo under the
Share Sale Agreement for the purposes of the Offer
Share

A fully paid ordinary share in the capital of the Company

Shareholder

A holder of Shares

Share Registry

Boardroom Pty Limited ACN 003 209 836

STIP

The Company’s short-term incentive plan described in section 6.3

Wealth Advice
Groups

Groups of financial advisers, wealth managers, brokers and accountants who are
licensed to provide financial advice to their clients

Y/E

Year ending

Powerwrap Limited
ABN 67 129 756 850

Broker Firm Application Form
This is an Application Form for Shares in Powerwrap Limited (Company) on the terms set out in the Prospectus dated
12 April 2019. Defined terms in the Prospectus have the same meaning in this Application Form. You may apply for a
minimum of 5,715 Shares. This Application Form and your payment must be received by 5.00pm (Sydney Time) on
the closing date.

Broker Reference – Stamp Only
Broker Code

Advisor Code

This Application Form is important. If you are in doubt as to how to deal with this Application Form,
please contact your accountant, lawyer, stockbroker or other professional adviser. The Prospectus dated 12 April 2019 contains information relevant to a
decision to invest in the Shares of the Company and you should read the entire Prospectus carefully before applying for Shares.
The Share Registry’s Privacy Policy (Privacy Policy) also sets out important information relating to the collection, use and disclosure of all personal information that you
provide to the Company. Please ensure that you and all relevant individuals have read the Privacy Policy carefully before submitting this Application Form. The Privacy Policy
can be found on the website https://www.boardroomlimited.com.au/corp/privacy-policy
To meet the requirements of the Corporations Act 2001 (Cth), this Application Form must not be distributed to another person unless included in or accompanied by the
Prospectus dated 12 April 2019. A person who gives another person access to this Application Form must, at the same time and by the same means, give the other person
access to the Prospectus. During the Offer period, the Company will send you a free copy of the Prospectus if you have received an electronic prospectus and you ask for a
paper copy.
PLEASE FOLLOW THE INSTRUCTIONS TO COMPLETE THIS APPLICATION FORM (SEE REVERSE) AND PRINT CLEARLY IN CAPITAL LETTERS USING BLACK OR BLUE PEN.

A

B

Number of Shares you are applying for

x $0.35 per Share =

Total amount payable

$

Minimum of 5,715 Shares to be applied for

C

Write the name(s) you wish to register the Shares in (see reverse for instructions)
Applicant #1
Name of Applicant #2 or <Account Designation>
Name of Applicant #3 or <Account Designation>

D

Write your postal address here
Number/Street

Suburb/Town

State

E

CHESS participant – Holder Identification Number (HIN)

F

Enter your Tax File Number(s), ABN, or exemption category
Applicant #1

Postcode

Important please note if the name and address details above in
sections C and D do not match exactly with your registration details
held at CHESS, any Shares issued as a result of your Application will
be held on the Issuer Sponsored subregister.

Applicant #2

Applicant #3

G

Cheque payment details –  PIN CHEQUE(S) HERE. Cheque to
be made in accordance with the instruction from your broker. If
payment is made by cheque, enter cheque details below.
Name of drawer of cheque

H

Cheque no.

Contact telephone number (daytime/work/mobile)

E-mail Address

BSB no.

Contact Name

Account no.

Cheque Amount A$

Declaration







By submitting this Application Form with your Application Monies, I/we declare that I/we:

have read the Prospectus in
full;
have received a copy of the
electronic Prospectus or a
print out of it;
have completed this
Application Form in
accordance with the
instructions on the form and
in the Prospectus.
Declare that the Application
Form and all details and
statements made by me/us
are complete and accurate;







agree and consent to the
Company collecting, holding,
using and disclosing my/our
personal information in
accordance with the
Prospectus;
where I/we have been
provided information about
another individual, warrant
that I/we have obtained that
individual’s consent to the
transfer of their information
to the Company;
acknowledge that once the
Company accepts my/our
Application Form, I/we may
not withdraw it;







apply for the number of
Shares that I/we apply for
(or a lower number allocated
in a manner allowed under
the Prospectus);
acknowledge that my/our
Application may be rejected
by the Company in its
absolute discretion;
authorise the Company and
their respective officers and
agents to do anything on
my/our behalf necessary
(including the completion
and execution of documents)
to enable the Shares to be
allocated to me/us;







am/are over 18 years of age;
agree to be bound by the
constitution of the Company;
acknowledge that neither the
Company nor any person or
entity guarantees any
particular rate of return on
the Shares, nor do they
guarantee the repayment of
capital;
represent, warrant and agree
that I/we am/are not in the
United States or a US Person
and am/are not acting for
the account or benefit of a
US Person; and



represent, warrant and agree
that I/we have not received
this Prospectus outside
Australia and am/are not
acting on behalf of a person
resident outside Australia.

Guide to the Application Form

YOU SHOULD READ THE PROSPECTUS CAREFULLY BEFORE COMPLETING THIS APPLICATION FORM.
Please complete all relevant sections of the appropriate Application Form using BLOCK LETTERS. These instructions are cross-referenced to each section of the Application Form.

Instructions

If applying for Shares insert the number of Shares for which you wish to
subscribe at Item A (not less than 5,715 Shares representing a minimum
investment of $2,000.25). Multiply by A$0.35 to calculate the total Application
Monies for Shares and enter the A$amount at Item B.
C Write your full name. Initials are not acceptable for first names.
D Enter your postal address for all correspondence. All communications to you
from the Company will be mailed to the person(s) and address as shown. For
joint Applicants, only one address can be entered.
E If you are sponsored in CHESS by a stockbroker or other CHESS participant you
may enter your CHESS HIN if you would like the allocation to be directed to
your HIN. NB: your registration details provided must match your
CHESS account exactly.
A

F Enter your Australian tax file number ("TFN") or ABN or exemption category, if
you are an Australian resident. Where applicable, please enter the TFN/ABN of
each joint Applicant. Collection of TFNs is authorised by taxation laws.
Quotation of your TFN is not compulsory and will not affect your Application
Form. However, if no TFN is quoted your dividends and distributions may be
taxed at the highest marginal tax rate plus medicare levy.
G Applicants pay their Application Monies to their Broker in accordance with the
relevant Broker’s directions. Please contact your broker for further instructions.
H Enter your contact details, including name, phone number and e-mail
address, so we may contact you regarding your Application Form or Application
Monies.

Correct Form of Registrable Title
Note that ONLY legal entities can hold the Shares. The Application must be in the name of a natural person(s), companies or other legal entities acceptable to the Company.
At least one full given name and surname is required for each natural person. Examples of the correct form of registrable title are set out below.

Type of Investor

Correct Form of Registrable Title

Incorrect Form of Registrable Title

Individual

Mr John David Smith

J D Smith

Company

ABC Pty Ltd

ABC P/L or ABC Co

Joint Holdings

Mr John David Smith & Mrs Mary Jane Smith

John David & Mary Jane Smith

Trusts

Mr John David Smith
<J D Smith Family A/C>

John Smith Family Trust

Deceased Estates

Mr Michael Peter Smith
<Est Lte John Smith A/C>

John Smith (deceased)

Partnerships

Mr John David Smith & Mr Ian Lee Smith

John Smith & Son

Clubs/Unincorporated Bodies

Mr John David Smith
<Smith Investment A/C>

Smith Investment Club

Superannuation Funds

John Smith Pty Limited
<J Smith Super Fund A/C>

John Smith Superannuation Fund

Lodgment
Mail your completed Application Form with your cheque(s) or bank draft attached to your broker, and complete the broker details below:
Broker Contact Number

Broker Name

The Broker Firm Offer closes at 5:00 p.m. (Sydney Time) on 3 May 2019, unless varied in accordance with the Corporations Act and ASX Listing Rules.
It is not necessary to sign or otherwise execute the Application Form.
If you have any questions as to how to complete the Application Form, please contact Boardroom Pty Limited on 1300 737 760 within Australia and
+61 2 9290 9600 outside Australia.

Privacy Statement

Powerwrap Limited advises that Chapter 2C of the Corporations Act requires information about its shareholders (including names, addresses and details of shares held) to be included in the
Company’s share register. Information is collected to administer your securityholding and if some or all of the information is not collected then it might not be possible to administer your
securityholding. Your personal information may be disclosed to the Company. To obtain access to your personal information or more information on how the Company collects, stores, uses
and disclosures your information please contact the Company at the address or telephone number shown in the Prospectus.

Powerwrap Limited
ABN 67 129 756 850

Broker Firm Application Form
This is an Application Form for Shares in Powerwrap Limited (Company) on the terms set out in the Prospectus dated
12 April 2019. Defined terms in the Prospectus have the same meaning in this Application Form. You may apply for a
minimum of 5,715 Shares. This Application Form and your payment must be received by 5.00pm (Sydney Time) on
the closing date.

Broker Reference – Stamp Only
Broker Code

Advisor Code

This Application Form is important. If you are in doubt as to how to deal with this Application Form,
please contact your accountant, lawyer, stockbroker or other professional adviser. The Prospectus dated 12 April 2019 contains information relevant to a
decision to invest in the Shares of the Company and you should read the entire Prospectus carefully before applying for Shares.
The Share Registry’s Privacy Policy (Privacy Policy) also sets out important information relating to the collection, use and disclosure of all personal information that you
provide to the Company. Please ensure that you and all relevant individuals have read the Privacy Policy carefully before submitting this Application Form. The Privacy Policy
can be found on the website https://www.boardroomlimited.com.au/corp/privacy-policy
To meet the requirements of the Corporations Act 2001 (Cth), this Application Form must not be distributed to another person unless included in or accompanied by the
Prospectus dated 12 April 2019. A person who gives another person access to this Application Form must, at the same time and by the same means, give the other person
access to the Prospectus. During the Offer period, the Company will send you a free copy of the Prospectus if you have received an electronic prospectus and you ask for a
paper copy.
PLEASE FOLLOW THE INSTRUCTIONS TO COMPLETE THIS APPLICATION FORM (SEE REVERSE) AND PRINT CLEARLY IN CAPITAL LETTERS USING BLACK OR BLUE PEN.

A

B

Number of Shares you are applying for

x $0.35 per Share =

Total amount payable

$

Minimum of 5,715 Shares to be applied for

C

Write the name(s) you wish to register the Shares in (see reverse for instructions)
Applicant #1
Name of Applicant #2 or <Account Designation>
Name of Applicant #3 or <Account Designation>

D

Write your postal address here
Number/Street

Suburb/Town

State

E

CHESS participant – Holder Identification Number (HIN)

F

Enter your Tax File Number(s), ABN, or exemption category
Applicant #1

Postcode

Important please note if the name and address details above in
sections C and D do not match exactly with your registration details
held at CHESS, any Shares issued as a result of your Application will
be held on the Issuer Sponsored subregister.

Applicant #2

Applicant #3

G

Cheque payment details –  PIN CHEQUE(S) HERE. Cheque to
be made in accordance with the instruction from your broker. If
payment is made by cheque, enter cheque details below.
Name of drawer of cheque

H

Cheque no.

Contact telephone number (daytime/work/mobile)

E-mail Address

BSB no.

Contact Name

Account no.

Cheque Amount A$

Declaration







By submitting this Application Form with your Application Monies, I/we declare that I/we:

have read the Prospectus in
full;
have received a copy of the
electronic Prospectus or a
print out of it;
have completed this
Application Form in
accordance with the
instructions on the form and
in the Prospectus.
Declare that the Application
Form and all details and
statements made by me/us
are complete and accurate;







agree and consent to the
Company collecting, holding,
using and disclosing my/our
personal information in
accordance with the
Prospectus;
where I/we have been
provided information about
another individual, warrant
that I/we have obtained that
individual’s consent to the
transfer of their information
to the Company;
acknowledge that once the
Company accepts my/our
Application Form, I/we may
not withdraw it;







apply for the number of
Shares that I/we apply for
(or a lower number allocated
in a manner allowed under
the Prospectus);
acknowledge that my/our
Application may be rejected
by the Company in its
absolute discretion;
authorise the Company and
their respective officers and
agents to do anything on
my/our behalf necessary
(including the completion
and execution of documents)
to enable the Shares to be
allocated to me/us;







am/are over 18 years of age;
agree to be bound by the
constitution of the Company;
acknowledge that neither the
Company nor any person or
entity guarantees any
particular rate of return on
the Shares, nor do they
guarantee the repayment of
capital;
represent, warrant and agree
that I/we am/are not in the
United States or a US Person
and am/are not acting for
the account or benefit of a
US Person; and



represent, warrant and agree
that I/we have not received
this Prospectus outside
Australia and am/are not
acting on behalf of a person
resident outside Australia.

Guide to the Application Form

YOU SHOULD READ THE PROSPECTUS CAREFULLY BEFORE COMPLETING THIS APPLICATION FORM.
Please complete all relevant sections of the appropriate Application Form using BLOCK LETTERS. These instructions are cross-referenced to each section of the Application Form.

Instructions

If applying for Shares insert the number of Shares for which you wish to
subscribe at Item A (not less than 5,715 Shares representing a minimum
investment of $2,000.25). Multiply by A$0.35 to calculate the total Application
Monies for Shares and enter the A$amount at Item B.
C Write your full name. Initials are not acceptable for first names.
D Enter your postal address for all correspondence. All communications to you
from the Company will be mailed to the person(s) and address as shown. For
joint Applicants, only one address can be entered.
E If you are sponsored in CHESS by a stockbroker or other CHESS participant you
may enter your CHESS HIN if you would like the allocation to be directed to
your HIN. NB: your registration details provided must match your
CHESS account exactly.
A

F Enter your Australian tax file number ("TFN") or ABN or exemption category, if
you are an Australian resident. Where applicable, please enter the TFN/ABN of
each joint Applicant. Collection of TFNs is authorised by taxation laws.
Quotation of your TFN is not compulsory and will not affect your Application
Form. However, if no TFN is quoted your dividends and distributions may be
taxed at the highest marginal tax rate plus medicare levy.
G Applicants pay their Application Monies to their Broker in accordance with the
relevant Broker’s directions. Please contact your broker for further instructions.
H Enter your contact details, including name, phone number and e-mail
address, so we may contact you regarding your Application Form or Application
Monies.

Correct Form of Registrable Title
Note that ONLY legal entities can hold the Shares. The Application must be in the name of a natural person(s), companies or other legal entities acceptable to the Company.
At least one full given name and surname is required for each natural person. Examples of the correct form of registrable title are set out below.

Type of Investor

Correct Form of Registrable Title

Incorrect Form of Registrable Title

Individual

Mr John David Smith

J D Smith

Company

ABC Pty Ltd

ABC P/L or ABC Co

Joint Holdings

Mr John David Smith & Mrs Mary Jane Smith

John David & Mary Jane Smith

Trusts

Mr John David Smith
<J D Smith Family A/C>

John Smith Family Trust

Deceased Estates

Mr Michael Peter Smith
<Est Lte John Smith A/C>

John Smith (deceased)

Partnerships

Mr John David Smith & Mr Ian Lee Smith

John Smith & Son

Clubs/Unincorporated Bodies

Mr John David Smith
<Smith Investment A/C>

Smith Investment Club

Superannuation Funds

John Smith Pty Limited
<J Smith Super Fund A/C>

John Smith Superannuation Fund

Lodgment
Mail your completed Application Form with your cheque(s) or bank draft attached to your broker, and complete the broker details below:
Broker Contact Number

Broker Name

The Broker Firm Offer closes at 5:00 p.m. (Sydney Time) on 3 May 2019, unless varied in accordance with the Corporations Act and ASX Listing Rules.
It is not necessary to sign or otherwise execute the Application Form.
If you have any questions as to how to complete the Application Form, please contact Boardroom Pty Limited on 1300 737 760 within Australia and
+61 2 9290 9600 outside Australia.

Privacy Statement

Powerwrap Limited advises that Chapter 2C of the Corporations Act requires information about its shareholders (including names, addresses and details of shares held) to be included in the
Company’s share register. Information is collected to administer your securityholding and if some or all of the information is not collected then it might not be possible to administer your
securityholding. Your personal information may be disclosed to the Company. To obtain access to your personal information or more information on how the Company collects, stores, uses
and disclosures your information please contact the Company at the address or telephone number shown in the Prospectus.

Corporate Directory

COMPANY’S REGISTERED OFFICE

INVESTIGATING ACCOUNTANT

Powerwrap Limited (Head Office)

Deloitte Corporate Finance Pty Limited

Level 7, 356 Collins Street
Melbourne VIC 3000

550 Bourke Street
Melbourne VIC 3000

FINANCIAL ADVISER

AUDITOR

Bell Potter Securities Limited

Deloitte Touche Tohmatsu

101 Collins Street
Melbourne VIC 3000

550 Bourke Street
Melbourne VIC 3000

JOINT LEAD MANAGERS AND
UNDERWRITERS TO THE OFFER

SHARE REGISTRY

Bell Potter Securities Limited

Level 12, 225 George Street
Sydney NSW 2000

101 Collins Street
Melbourne VIC 3000

Baillieu Limited
360 Collins Street
Melbourne VIC 3000

CO-MANAGER OF THE OFFER

Boardroom Pty Ltd

OFFER INFORMATION LINE
Within Australia: 1300 737 760
Outside Australia: +61 2 9290 9600
Hours of operation:
8.30am to 5.00pm AEST Monday to Friday

Lodge Partners Pty Ltd

POWERWRAP OFFER WEBSITE

Level 6/90, Collins Street
Melbourne VIC 3000

www.powerwrap.com.au/investor/

LEGAL ADVISER TO THE OFFER
Hall & Wilcox
Level 11, Rialto South Tower
525 Collins Street
Melbourne VIC 3000

www.colliercreative.com.au #PWR0001

