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Family Zone (FZO.AX) has announced its December quarterly result, with the key attention focussing on the 

company’s cash balance as well as the progress it has made to generate subscriptions. 

Following its acquisition of the Sonar/MyNet cyber safety IP from Tesserent (TNT.AX), the company is 

reporting strong consumer sign-ups (sign-ups and revenue growing at or above company targets). In addition 

to this, FZO has launched its Work Zone workforce solution with an order of 9,500 access points secured. FZO 

has also secured a carrier retail partnership with OVO Mobile, and is in discussions with other companies within 

Australia and the USA. The collaboration agreement with OVO Mobile will offer the Family Zone product on 

mobile devices within Australia. FZO also launched its co-branded service with Philippines tier 1 carrier PLTD. 

The company commented that its key 2017 objectives “are to grow consumer revenue in Australia and USA, to 

drive consumer sales from School Zone schools and close deals with major Asian telcos”. 

Funding appears stable – with cash balance of A$2.1m at the end of December with a further A$1.5m in grants 

to be received, A$1m in cash from the recently announced placement to Robert Smyth, A$0.25m GST refund, 

inventory sell-down, and A$0.75m receipt from PLDT for Work Zone access points. This totals c.A$5.5m which 

will be used to fund the expected A$2.6m March quarterly costs as well as an acquisition cash payment of 

A$0.5m as part of the Sonar/My Net acquisition. We should also point out that the company will pay a further 

A$2m to complete the Sonar/My Net acquisition at the end of May 2017. 

In regards to its cash position the company quoted in the release that it “seeks to ensure investors, and the 

broader market, have the confidence that funding is in place to deliver on our business plan and take advantage 

of market opportunities”. 

In terms of the numbers, FZO reported that it has registered over 10,000 users, and has 7,500 devices 

filtered. In June 2016 the company had just 1,000 devices registered. Our modelling assumes FZO secure 

c.45,000 subscriptions within Aus&NZ by end FY18E – representing less than 1% of Aus&NZ families. We also 

expect the company to secure c.A$2m in wholesale revenues by FY19E and for this to grow to c.A$5.2m by 

FY22E before moving to a long term growth rate of 3-5%. We provide the below two charts indicating our 

estimates for ANZ subscriptions and Asian Wholesale subscription numbers. While the company has also 

announced that it will be looking to implement the Family Zone product in US schools through the agreement with 

Sonar/My Net, we do not include revenues from the US in our model. 

To put the below subscription numbers into context, we estimate that there are c.5m families in Australia and 

c.50m families in the US. Furthermore, within FZO’s presentation it indicated that within the Philippines there are 

c.77m telecommunication subscribers, c.57m in Indonesia, and a further c.302m in the other Asian countries FZO 

is targeting. Our numbers therefore assume c.1% take-up in ANZ and considerably less than 1% take up in Asia. 
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The key risk to our view is competition within the parental control software market globally. Families can 

purchase products online from offshore companies, hence competition is not restricted to just Australian 

companies. Other risks include balance sheet flexibility, and cyber-crime. 

BW Equities maintains its BUY rating on FZO, and its DCF based 12mo TP of A$0.39 

Current share price A$0.185 (Market Cap A$12.4m)  
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