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WEBSPY LIMITED

AND CONTROLLED ENTITIES
CHIEF EXECUTIVE OFFICER'S LETTER

Feliow Shareholders,

the Company has seen many changes over the past veor leading o the release of new products, the
engagement of new management in the WebSpy business unit, the formation of new parinerships and further
recduction of costs.

The Company’s resulf for the year nearly saw o break even position with a loss $227,372 coming about through
defays in projects worth $220,000 in fthe last guarter being pushed into this financiat year.  With the
commencement of e new financial year's activities it is envisaged that the current year's projecied revenues
coupled with cost reductions made in the second half of last year will see cash cccumulation and o profifable
yaar.

WebSpy confinues the operation of ifs fwo business unifs WebSpy® Internet Management products and Netlink
Inspection products and services for the oil and gas indusiry. The past year saw a reduction in the WebSpy sales
growin from just under 30% to 2%, whilst af the same fime seeing an increase in activity and revenue from Netlink
Inspecticn.

the WebSpy® Infemel Maonagement business unif’s reduced revenue increase con be giifbufed fo senior
management tumover in all three offices during the year fegether with the launch of a new generation of
product in January 2006, The unit has adiusied operations and reduced cost to compensate and has sef realisfic
targets for the cumrent year for a positive contribution 1o the company. The Business Unit has commenced on o
path to engage master distibutors and strafegic ond OEM partners instead of its previous high reliance on direct
sales.

The Netlink Inspection business unit's activity has seen the deployment of ifs products and services info more
clients and new locations including now the North Sea via Aberdeen Scotland, Singapore, Philippines, Indonesia,
Qatar, Malaysic and Australic in the North West, Timor Sec and Bass Straif. The unit hos dlse signed a 4V
agreement with lonik Consulling which provides a very imporant sirategic marketing channet through lonic
Consulting and its parent companies JF Kenny and the Wood Group. Neflink inspection is currently increasing ifs
manning levels for cument activity as weill as expected activity through the JV. The ol and gas industry is curently
very receptive to the types of products and services Netlink Inspection is offaering.

Over the past three years the Company's rasuifs for the year have seen consiont improvement from o loss of
$1.1milion in 2003-2004 fo $556.488 in 2004-05 and $227,372 in 2005-2006. We all look forward to continuing the
frend in the curent year.

Jack Andrys

Chief Executive Officer
Managing Director
WebSpy Lid

29 September 2006



WEBSPY LIMITED

AND CONTROLLED ENTITIES
OPERATIONS REVIEW

WebSpy Operational Summary

Re-positioning ond preparing for future growth was the focus in 2006 and will centfinue info the first part of
2007. The infroduction of a new suite of products in Jonuary of 2006 now posificns WebSpy as one of the
teaders in reporting and analysing activity in the ubiguifous infermet and security markets. The year has clso
seen the implementaticn of g new giobal Customer Relationship Maonagement system that enabies pro-
active, limely and accurate fracking of each iead and cpportunity for the saies force as well as providing
valyable management reporting at a corporate level.

Gur confinued drive of cur solutions info the larger enterprise has preduced good results with a number of
glebal orgonizations now added to the client fist, including Daimier Chyysier, Philip Mormris, Protective Life
Corporation, Thomson, Tyco AAPT and Shell. Futher the extended use of ouwr products in Education, loca,
state and federal govemments around the world is further festimony fo the importance now being placed on
the reporting of activity in tha infemet space.

Marketing & Sales

Even with adverse frading condifions in our key market during the summer of 2005, overali sales revenues have
increased by 2% to around $2.4 million whilst achieving a significant operational cost reduction, the benefits of
which are expecied fo be derived fully in 2007. A new channel sales modet in cur Eurcpeon operations and o
push fowards strategically imbedding our technology within other vendors’ solutions places he business unit in
a good positicn for exponded market penetfrafion with minimal cost increases required.

Vanfaoge - "4

-

The general release of Vantage has been well received from both existing and new customers. From a market
perspective, this product is well placed fo leverage the cpportunities in the Security Information and Eveni
Management {SIEM} market space. The SIEM market is o major T security segment already valued of USE330
miion. 11 is also one of the fastest growing segments, with g 30% Compound Annual Growth Rate {CAGR]. A
significant compenent of this segment s driven by increased moniforing and repoering needs fo mest
regulatory complicnce requirements (Sarbanes Oxley, HIPAA, efc) and enhance user productivity. One of the
moajor {i-refcted reguialory obligafions is data security and confidenticlity. Without comprehensive Intemne!
monitering in piace is it very difficult o ensure that confidentiality has not been broken by employees making
ingppropriate use of data. In the event of o detected policy breach, our product has a powerful engine for
driling info very large log files and evidencing any violations.

Futopean Sales

The slow start 1o the year due 1o the terrorist attacks in London in July of 2005 put immense pressure on sales for
the rest of the year, but with the infroduction of g new channel sales model and with some significant new
customer acquisitions we were able fo increase fotal revenue. The delivery of the administrafive ond
accounting functions for that region were centralized info comporate in the second half of the year bringing
substantial savings fo the ongoing operation of the UK office. Furope conlribuled over 50% of the revenuas for
the year and remains a key focus area for operational improvements and increased sales potential.

Americas Salaes

Our Americas operations were re-structured during the year with the deparfure of the VP of Business
Development in July 2005 and the Sales Manager in April 2004, That unif now reponts directly inte the COO and
even though there has been a slight drop in sales revenue, the comesponding reduction in costs hos created o
positive overall cutcome. The Americas is a very large market opportunity and Norih America does not have
the complexifies associoted with the disparate markets in furope. The focus for next year is o mainicin the
direct sales revenue but grow the channal businass through the establishment of key distribution partnars both
in North and South America.

Asig Pacific Sales

The operations in this region continue fo deliver consistent results and given that the team is the smaliest of the
business unit, the confribution per salesperson is one of the higheast. Much of this contribution is as o direct result
of the relafionship with ContentKeeper and the deployment of our reporting module as part of their blocking
and filtering solutions. Much of next years fecus will be on further development of our home market threugh
complementary vendor cllicnces and security focused distribulion channels.
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WEBSPY LIMITED

AND CONTROLLED ENTITIES
OPERATIONS REVIEW (cont'd]

Product Development

The first half of the year was focused on our iafest product offering, Vantage, which was released fo the
moarket in January 2004, This was a major re-development of both the functionality and technology platform
and it was completed over a two year pericd. A project team of six developers was invoivad in this and with
the release of the product that project was disbanded and fwo members were refained for ongoing
maintenance and support of the product. The functionalily now enables businesses fo provide richer analysis
and reporting against their ever increasing complex securnty systems and devices. The preduct is builf on
Microsoft’s.NET Web Services platform which provides the abiiity fo quickly build, deploy, manage, and use
connected, secutity-enhanced solutions.

Key benefifs o businesses of the new Vaniage products are:

Enabiement, visually of internet policy compliance and frends o senior management.

« The achility fo easily infegrate into Unified Threat Management appliances, Firewalls, Blocking and
Filtering solutions and provide vendors of those sclutions an added compelling case for imbedding the
fechnclogy.

« Provision of a single point fo view and analyse alf activity within o disparate security environment.

Lagis Zavres
Chief Operating Officer
WebSpy Lid



WEBSPY LIMITED

AND CONTROLLED ENTITIES
OPERATIONS REVIEW (cont'd]

Neillink Operations Summary

The 2005-2006 was g solid year for Netlink inspection consolidating our position as o prefitable inspaction
services and software company in the global oil & gas market.

Revenue was slightly up on the previous yvear's results {fo 3890k} and the 20% gross margin was also g good
improvement in a year where the world oil price has remained of record highs and there has been slrong
achivity in offshore exploration and consiruction.

Inspection Services

Once again Netliink personnel, software and eguipment ware out on the water in the ol fieids of Australia and
Scuth-Fast Asia working in the full ronge of offshore conditions.

Onshore, the ongoing support of ouwr clients has alse conlinued te extend from the reaims of product supgort
to include monagement of client data and analysis work to assist with engineering and integrity decision
making.

This activity continues o bring enormous benefits to both the Netlink inspection team and our soffware.

The Year's Services Highlights:

# Inspection personnel employed offshore in Australia {NW Sheif & Bass Straif}, Singopore, Philippines,
indonesia and the Timor Sea.

» Personnel employed in client-representative roles in the North West Shelf {or the Wandoo Preduction
Adiance and Apache tnergy Lid.

#  Support fo lonik Consulting in execution of asset integrity management confracts in Indonesia.

» Confinuation of maintenance confracts with Apache Energy, ConocoPhilfips, Qatar Gas, SeaQuil;
inspection Services and Woodside Energy.

The Products

Netink Inspection maintains a suite of integrated commercial software products which together provide a
fotal asset integrity monagement system for life-of-field asset conirol.

This year has seen significant development and a restruciuring of our enferprise level products to better suit
market trends and requirements. The new versions are due for release in September 2006 and, in summary,
are:

Asset Integrity Manager {AlM) The core daftabase gpplication provides the backbone of our infegrity
management system. The database provides the ability fo maonage asset
and inspection data for gny asset type, fo plan work schedules, frack and
manage anomalies and produce comprehensive repors.

Al with 4-Site The *4-5ite’ upgrade is a tool for preparing risk assessments and monaging
a risk-based-inspection {RBl} system.
The risk elements are completely customisable to meet any industry or
company standard and all caiculations ond assumptions are visible to the
end user.

Web Overview Web Overview is a powerful view of the AIM dolabase across the Web by
means of a standard browser. By this means the data con be securely
opened up to a large number of empiloyees in an orgonisafion without he
need for specialised fraining.

Inspecticn Manager {IM] Inspection data colleclion is parformed using inspection Manager. The
system has an impressive frack record in subsea inspection where the
system is inferfaced fo ROV systems and dive spreads for both siructure
and pipeline surveays.

Ligital Video Recorder {DVR] The DVR provides single or multiple chonnels, full frame digital video
capture and many ofher features with full integration o IM and AlM.
5



WEBSPY LIMITED

AND CONTROLLED ENTITIES
OPERATIONS REVIEW (cont'd]

The Yeaor's Soffware Highlights:

# The restructuring and significant development of the product range for the field of asset integrity.
»  First safe of nspection Manager Enferprise and 4-Site 1o the UK {North Sea) for Maersk Oll, UK.

» Sdle of Asset Integrity Manager, Inspection Manager and DVR to Maersk O, Qatar.

» Sale of Asset Integrity Manager with 4-Site to ConocoPhillips, indenesia.

# Further sales of Digital Video Recorder to subsea service companies in the region.

Joint Venture

The vear giso saw the company further our strotegic relationship with lgnik Consulting and enter the final
stages of a Joint Venlure agreement. The purpose of the Joint Veniure is fo promote lonik’s asset infegrity
services on the back of Netlink’s products.

It is expected that this agreement will serve 1o dramatically accelerate the global owareness of Netlink's
software preducts and will lecd fo significant growth and expansion opporunities over the next five years.

lonik Consuiting is a specialist business unit of the one of the world's leading engineering houses, the Wood
Group. Through firms such as the JP Kenny, Mustang Engineering ond Frontier Engineering the Wood Group
employs some 14,000 people in 34 counties with giobal sales of $2.3b.

Looking Ahead

The year ahead is again Tull of pasitives for Netlink inspection. The current qctivity level in the global oif & gas
market is set to continue for some time. interest in systematic asset infegrity management only confinues to
strengthen as existing assets age and new fields come online.

As sales of our asset infegrity and inspection software begin to gather pace worldwide, and the benefits of our
Joint Venture begin fo come to the fore, we see some exciling growth opportunitfies for the company and our
product market.

Masen Linden
Operations Monager
Netlink Inspection Py Ltd

&



WEBSPY LIMITED

AND CONTROLLED ENTITIES
DIRECTORS' REPORT

Tthe Directors present their Report together with the financial report of WebSpy Limited {the “Parent Enfity”}
and of the Economic bntity, baing the Company and ifs contralled enfities, for the year ended 30 June 2004
and the auditor's report theraon.

Directors
the Directors of the economic entity ot any time during or since the end of the financicl year are:

Managing Director — Mr Jack Andrys {appointed 14 August 1999

Mr Andrys was appoinfed to the Board on 16 August 1999 as WebSpy's Chief Executive Officer and Managing
Director, prior o which he was Nellink's Managing Director and founder. Mr Andrys has worked in the
information technoclogy industry since 1992 and founded Nellink in 1994, Prior fo this he spent o decade
working in the oif and gas indusiry, inificlly as o commercial diver and finally as the Operafions Co-ordinator of
Australia’s largest underwater infervention services provider, Contract Diving Senvices.

Executive Direclor — pMr Tom McGeliin [appointed 28 May 2004]

mMr MeGellin was o founding pariner and director of Netlink WA Piy Ltd from 1994 1o 1999 when it was goguired
by WebdSpy Lid. Subseguent to this he became aclive and fomilior with the Company's proeducts and
management feam in his role as o past director of one of WebSpy's whelly owned subsidiaries. My McGeliinis
currently a director of other non fisted public companies.

Non-Executive Director — Mr Joseph Chua {appointed 30 November 2001}

Mr Chua graduated in 1982 with a Bachelor of Ars, Honours degres in Business Low from City of Lendon
Polytechnic, UK and was called to the Bar af Gray's inn at the end of 1983, Following his stay at the Gray's Inn
and Inner Temple from 1983 o 1984, he retumed to Maloysic and joined Kim Hin Ihdustry Berhad as iis
Marketing Director in 1985, He is cumrently the execulive chairman of Kim Hin industry Berhaod., My Chug
represents the single largest shareholder group in WebSpy Lid.

Non-Executive Director — Mr lan Gibson (gppointed 28 January 2005)

Mr Gibson has o Bachelor of Busingss and a Bachslor of Laws from the University of Technology, Sydney, NSW
and has recegived a Graduate Diploma in Applied Finance and Investiment from the Securifies Institute of
Australia. Mr Gibsen has over 12 years experience in invesiment markets, via the funds maonagement and
stockbroking industries. He has experience with eguity research, valuation, corporate advice ond investor
relations. He also has o broad scope of financial market experience relevant fo smaii-medium listed and
unlisted companies.

Company Secretary — Mr Anthony Ho {gppcointed 10 April 1996}

Mr Ho graduated in 1980 with g Bachsler of Commerce from the University of Western Austraiic. He
qualified os a Charfered Accountant in 1983, Mr Ho is presently the principal of o public practice,
specialising in the corporate and finoncial administrafion of companies listed on the ASX.

Directors' Meetings

The number of Directors’ meetings and the number of meefings attended by each of the Directors of the
Company during the financial year are:

Board Meetings
Birector Meld while Birector Altended
Mr J Andrys 5 5
Mr T McGeliin ) 5
Mr J Chuao ) i
Mr i Gibson ) 5

The size of the Company is such that an gudit commiitee is not considered waranied. All cudit matiers are
considered by the Boord of Directors.



WEBSPY LIMITED

AND CONTROLLED ENTITIES
DIRECTORS' REPORT [cont’d)

Directorships of Other Listed Companies

No directors held directorships of other listed companies in the 3 years immediafely before the end of the
financial year.

Principal Activity

the principal activity of the parent and economic enfity during the course of the financial year was softwars
development, sales and the provision of services. There have been no changes in this activity since the
previous yedar.

fesults

The result of the economic entity for the year ended 30 June 2006 was g loss affer income fax of $227,372
{2005: $556,488).

The result of the parent entity for the year ended 30 June 2006 was a loss after income tax of $52,042 {2005
$906,174).

Operating and Financial Review

Investments for Future Performance

The econcmic entity remains in the development phase of its business. During the year endead 30 June 2006,
significant costs were incurred in gngoing sdies and marketing effors in both the Australian and key overseas
markets including the United States ond burope. The continuing cosis of markeling and develocpment were
incured and expensed during the yvear.

Imipact of legisiation and other external requitements

The economic entity’s operations are not subject fo any significant environmenial regulations under either
Commonwealih or State legislation. However, the Board believes that the economic entity has adequate
systems in place for the management of ifs envirenmenial reguiations and is nof awaore of any breach of these
environmenta requirements as they apply to the economic entity.

There were no chaonges in envirenmental or other iegisicfive reguirements during the year thot have
significanily affected the resulfs or operations of the economic entity.

Significant Changes in the State of Affdirs

Significant changes in the stale of affairs of the economic entity during the financial year were as follows:

al  Anincrease in contributed equity of $200,000 {from $17.241,804 to $17,500,384] on the issue of 11,478,770
shares upon the conversion of unsecured notes to equily; and

) Anincrease in net working capital of $68,163 {from §92,590 to $140,753).

Other changes in the stale of offcirs of the Group are set cut in the Chisf Executive Officer’s Review and
Operations Review.

Dividends

The directors do not recommend the payment of a dividend and no amount has been paid or declared by
way of o dividend to the date of this Report.

State of Affairs

Other than the matters set out above, there were no significant changes in the state of offairs of the
sconomic entity during the financidl year.

Events Subsequent to Balance Date

There are no events subseguent fo balonce dale that would have a material financial effect on the financial
statements for the year ended 30 June 2004.



WEBSPY LIMITED

AND CONTROLLED ENTITIES
DIRECTORS' REPORT [cont’d)

likely Bevelopments

The economic entity will continue with ifs software development and sales business in Austrafia, the United
States and Europe. Future prospects and business strategies of the operations of the economic entity and the
expected results of those operalions have not been included in this report as the direciors believe, on
reasonabie grounds, that the inclusion of such information be likely o result in unreasonable prejudice fo the

sconomic entity.

Environmental Reguiation

The economic enfity’s operations are not subject o any significant environmental regutations under United
States, furope, Commonwedaith or Sigte legislation. However, the direcicrs believe that the economic entity
has adequate systems in place for the management of its environmental regulations aond are not aware of

any breach of those envircnmental requirements as they apply to the economic entity.

Directors’ Interests

The relevant inferest of each director in the shares and options issuad by the Company af the date of this
report is as follows:

Note {1}

Note {2}

......... Direcfor Sbares Oph.ons
Mr J Andryst! 8,753,878 8,000,000
Mr T McGellini2 7.277,686 8,000,000
mMr J Chua 13,695,167 -
Mr | Gibson 5.84%,754 -

3,800 shares held indirectly by Com.Alr Pty Lid of which Mr Andrys is a direcior.

4,000,000 cptions exarcisable af 5.5 cents each on or before 31 December 20046 held indirectly by
Biuermuan Pty Lid of which Mr Andrys is director.

4,000,000 options exercisable of 7 cents each on or before 31 December 2007 held indirectly by
Biuerman Pty Lid of which Mr Andrys is director.

2,476,100 shares hetd indirectly by the Underpass Superannuation Fund of which Mr McGellinis g
trustee.

4,801,586 shares heid indirectly by Underpass Holdings Py Lid of which Mr McGellin is a director.

4,000,000 oplions exercisable at 5.5 cents each on or pefore 31 Decaember 2006 held indirectly by
Underpass Hoidings Pty Ltd of which Mr McGellinis director.

4,000,000 options exercisable of 7 cents each on or before 31 December 2007 held indirectly by
Underpass Hoidings Pty Ltd of which Mr McGellin is director.

g



WEBSPY LIMITED

AND CONTROLLED ENTITIES
DIRECTORS' REPORT [cont’d)

Share Options

Graonis of oplions

During or since the end of the financial year, no options were granfed.
Unissued shares under oplion

At the date of this report, unissued ordinary shares of the Company under option are:

""" Expiry Date | Exercise Price | Number of Options | Category
31 December 2006 $0.055 8,000,000 Director
31 December 2007 $0.07 8,000,000 Director

Thaese oplions do not entitle the holder to participate in any share issue of the Company or any other body
corporate.

Shores issved on exercise of oplions

Luring or since the end of the financial year, there were no ordinary shares issued as a rasult of the exercise of
opticns.

Options granied lo direclors and officers of the Company

No options have been granted to directors and officers of the Company during or since the end of the
financial year.

At the dafe of this report, the following directors of the Company have options over unissued ordinary shares in
WebSpy Limited for no consideration as part of their remuneration.

The optlions below form part of the 2005 remuneration.

L CUNumberof e | LT e e ST e
oplions granfed Exercise price Expiry date
birectors
Mr J Andrys 4,000,000 $0.0585 31 Becember 2006
4,000,000 30.07 3% December 2007
Mr T McGellin 4,000,000 $0.0585 31 December 2006
4,000,000 30.07 3% December 2007
Note {1} 21,492,501 Listed options exerciseckle of 8 cents each on or before 31 May 2006 have lapsed

4,000,000 Directors options exerciseable at 4.5 cenfs each on or before 31 December 2005 have
igpsed.

Lapse of Oplions

During or since the end of the financial year, the following options lapsed:

Expiry Date ”“Exercise'?rice Number of Oplions ”“'Category

31 May 2006 $0.08 21,492,501 Listed
3t December 2005 $0.045 6,000,000 Diraector

10



WEBSPY LIMITED

AND CONTROLLED ENTITIES
DIRECTORS' REPORT [cont’d)

Indemnification and insurance of directors
Indemnification

the Company has agreed to indemnify the direclors of the Company against fiaiility incurred to a third party
fnct being the Company or any reiaied company] that may arise from their position as directors of the
Company and its controlied entities, unless the fiability arses cut of conduct involving alack of good faith.

The Company has also agreed to cover liability for costs and expenses incurred in successfully defending civil
or crimingl proceedings, or in connection with a successful application for relief under the Corporations Act
2001. It alse provides indemnity against cosls and expenses in connection with an application where a court
grants relief o a director under the Corporations Act 2001.

Insurance premiums

Since the end of the previous financial year the Company has nof paid any insurance pramiums in respect of
directors' and officers liability and legal expenses’ insurance contracts, for current and former directors and
officers.

Non-audit Services

Foliowing shareholders approval on 16 February 2006, KPMG was removed from the position of the Company’'s
auditors and Grant Thomton were appointed as auditors of the Company affer receiving recommendation to
change the audiior from o member.

Grant Thomton has not provided any other services during the year. Accordingly, the directors are satisfied
that the auditors have remained independent during the year.

Auditor’'s Independence Declaration

A copy of the auditors' independence decioration, which forms part of this report, as required under Section
307C of the Corporations Act s set out on page 18.

Details of the amounts paid to the auditor of the Company, Grant Thorton for audit services and o other
parties | during the yvear are sef out below,

R AR LR B LRSS Economic - AR Economic .

Statutory audit:
Auditors of the Company:
» audit and review of financial reports — Grant Thomton 16,000 -
Other auditors
¥ oudit of finoncial reports (non-Grant Thornton) 3.800 2.993
19,800 3,993

Adoption of Australian Equivalents to International financial Reporting Standards

As a result of the infroduction of Australion eguivaients to Internationat Financial Reporting Standards {AIFRS],
the Company's financial report has been prepared in accordance with those Standards. A reconciliaticn of
adjustments arising on the transifion o AIFRS is iIncluded in Note Hu} to this repor.

Remuneration Report

The Board as o whole is responsible for considering remuneration policies and packoges appiicable
both to Board members and executives of the Group. Broadly, the Group’s remuneration policy is to
ensure that any remuneration package properly reflects the pearson's duties and responsibilifies and that
i is competitive.

Directors

Executive directors and key monagement personnel are remuneraied by way of a salary or
consultancy fees.  Remuneration levels are compefitively set fo attract and retain appropriately
qualified and experienced direciors and executives.
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AND CONTROLLED ENTITIES
DIRECTORS' REPORT [cont’d)

The Board has not formaily constituted a nomination commitfee or remuneration commiftes. The whole
Boord conducts the functions of a nomination committes and remuneration committes.

the Company does not have any scheme relaling to refirement bensfits for non-executive Directors.
Fixed Compensafion

Fixed compensation consists of base compensation (which is caolculoted on a fotal cost basis), as well as
employer contributions fo superannuation funds.

Compensation levels ore reviewed annudlly through a process thal considers individual and overall
pedormance of the consolidated entity.  In additicn, external consultants provide advice to sensure the
directors' and senior execulives' compensation is competitive in the market place. Compensation is aiso
reviewed in the event of promotion.

Performance-inked Compensation

the Company hos established the WebSpy Limited Staff Optlion Incentive Scheme [Scheme] to provide a
means by which employees of the Company, including Directors, upon whom the responsibilifies for the
succassful growth of the Company rest, can share in such growth, therseby strengthening their commitmeant fo
the Company. Pursuant to the Scheme, ond subject 1o any approvals reguired by the corporatficns Act and
the ASX Listing Rules, the Direclors may, from time to time, resolve fo grant such numibers of Options, at such
aexercise price to such employees of the Company as determined by the Direciors.

No granis of options were made under the Scheme during the financial yeaor.

The Company may also provide performance-inked compensation 1o its senior executives. Thaere have been
no performance-linked payments made by the Company.

Service Confract
there are no service cantracts with Direclors or senicr executives of the Company.
Consequence of performance on shareholders wealth

In considering disciosure reqguired by $.300A of the Corporations Act, with respect to this matter, the Directors
note that historic consideration of various measures is considered ingppropriate as the Company has yet o
record a profit or paid a dividend.

Non-execUtive Directors

Total remuneration for oll non-executive directors, last voted upon by shareholders af the 2005 Annudl General
Meeting, is net fo exceed $75,000 per annum. Fees are set with reference to fees poid to other non-executive
directors of comparable companias.

Details of the nature and amount of eacch magjor elament of remuneration of ecch director of the Company
are:

pPOST SHARE BASED
SHORT TERM EMPLOYMENT | PAYMENTS

e LT - Value of

-Sciary/ .| Other Superannuation.. Termingidion proportion of -

fees | Benefifs Options ‘benefifs Total renuneration
Birectors S e
Mr J Chua 10,000 - - 10,000
My | Gilbson 16,667 - - 17,567
MiJ Andrys 210,187 | 36,666 S SRR 252085 e
Mr 1 MeGellin 36,000 - - - 37,350 -

rorat | 272508 - et — '..___. weoro |




WEBSPY LIMITED

AND CONTROLLED ENTITIES

DIRECTORS' REPORT [cont’d)

Value of options issued to directors

The following tabie discloses the value of options granted, exercised or lapsed during the yearn:

L Options . Options L Options | Total value of | et
Gronted exarcised lopsed opticns Vaiue of oplions
CVaolye of - Vaolue af Value of time of | exercised remuneraiion for. |
“Grant Dote | Exercise Date | 7 apse and lapsed | . thevear
3 $ $ $ E
birectors
Mr J Andrys - {2,574}
Mr T MeGellin - - {2,574} -

Dated at Perth, Western Australic this 27hday of September 2006.

Signed in accordance with a resoclution of the Directors:

J Andrys
Director




WEBSPY LIMITED

AND CONTROLLED ENTITIES
CORPORATE GOVERNANCE STATEMENT

This stafement summarises the corporate govemance practices adeopted by the Boord. WebSpy Limited’s
objective is fo achieve bast praclice in corporate govemnance, and the Company’s officers ond employees
are committed fo achieving this objective.

ASX Best Practice Recommendations

The ASX Lsting Rules require listed companies to include in their Annual Report a statement disciosing the
aextent to which they have complied with the ASX Best Practice Recommendations in the reporting pericd.
the recommendations are not prescriptive ond if o company considers that o recommendation is
ingppropriate having regard to s particular circumstances, the compony has the flexibility not to adopt it
Where the Company considered it was nol appropriate o presently comply with o paorticular
recommendation the reasons are set cut in the laftter part of this statement.

Board of bBirectors
Role of the Board

The Board's primary respoensibility is 1o overses the Company’s business activilies ond maonagement for fhe
benefit of shareholiders by:

« selfing objectives, goals and strategic direction with management with a view fo maximising sharehcider
value;

v overnesing the financial posifion and monitoring the business and affairs of the Company;
« estaplishing corporate govemance, ethical, environmental and health and safety standards;
«  ensuring significant business risks are identified and appropriately monaged; and

« ensuring the compasifion of the Board is appropriate, selecting directors for appointment to the Board
and raviewing the performance of the Board and the contributions of individuadl directors.

The Board hos delegated responsibilities and authorities o management fo enable maonagement o conduct
the Company's day fo day aclivities. Malters which are not covered by these delegotions, such as approvals
which exceed cearfain imils, reguire Board approval.

Boord composifion
the Board comprises four Directors including two executive Directors.

The Directors are subject to election by sharehoiders. All Directors, apart from the Managing Director, are
subject fo re-election by rotation within every three years. The Company's Constitution provides that one-third
of the Directors refire by rotation of each AGM. Those Directors who are refiing may submit themselves forre-
siection by shareholders, including any Director appointed to fil o casual vacancy since the date of the
previous AGM. The compasition of the Board is reviewed af least annually 1o ensure the balance of skills and
experience is appropriate. The Direclors have a broad range of quaiifications, experience and expertise in the
information technoiogy and finance industries. The skills, experience and expertise of Directors are set cut in
the Directors’ Report.

The names of the Directors in office af the dafe of this Report, the date of their appointment, their status as
nan-executive, executive or independent Directors, are set ouf in the Direclors’ Report.

independence of non-executive directors

The Board considers an independent director fo be o non-executive director who meets the criteria for
independence included in the ASX Best Practice Recommendations. A mgjority of the Board of directors is not
comprised of independent direciors under this definition however each individual member of the Board is
safisfied that whilst the Company may not comply with best practice recommendations 2.1, 2.2 and 2.3, the
Board aiways acls with independence and in accordance with the Statement of Corporate Govemnance.



WEBSPY LIMITED

AND CONTROLLED ENTITIES
CORPORATE GOVERNANCE STATEMENT {cont'd]

independent professional advice

The Board has adopled o formal policy on access to independent professional advice which provides that
Dirgctors are entfified o seek Independent professional advice for the purposes of the proper performance of
their dulies. The advice is af the Company's expeanse, subject to the prior approval of the Chairman. Advice so
obtained is fo be made available to i Directors.

Meefings

Tthe Board held 5 scheduled meetlings during the reporting pericd and no unscheduied meefings were held
during that year. Senior management aftended and made presentafions of the Boord Meetings os
considered appropriate and were available for questioning by Directors.

Boord commiftees

The Board has not formaily constituted an audit commitiee. The entfire board currently undertakas the duties
of an audit committes which includes:

«  supervising the engagement of the external ocuditor and moniforing their peformance;
« reviewing the effectiveness of management information and other systems of infernal conirol;

« reviewing gl areas of significant financial risk ond arangements in place fo contain those o ccceplable
levels;

«  reviewing significant transactions that are not a nomal part of the Company's business;
« reviewing the year-end and interim financial infermation and ASX reporting statements;

« monitoring the infemnal controls and accounting complicnce with the Corporations Act, ASX Listing Rulas,
external cudit reports and ensuring prompt remedial action where required; and

v reviewing the Company’s financial statements and accounting procedures.

The Board has not formally ceonstifuted o nomination commiites or remuneration cemmittes. The whole Boord
conducts the funclions of a nomination committes and remunerction committes.

Evatuation of Board performance

During the reporting period an evaiuation of the Board and key execulives was caried out on an informai
basis. As the activilies of the Company develap, it will establish more formal evaluation procedures, inciuding
qguantitative measures of performance.

Remuneratfion policies

Executive Directors and key execulives are remunerated by way of a solory or consuliancy fees,
commensurate with their required lavel of services. Non-execufive Directors receive g fixed monthily fee for
their services.

The amount of remuneration for gif directors and the five highest paid executives, including oll monetary and
non-monetary componants, are delailed In Note 21 fo the financial reporf. Al remuneration paid fo
executives is vaiued ot the caost to the company and expansad. Shares given fo executives are valued s the
difference between the market price of those shares and the amount paid by the executive. Options are
valued using the Black-Scholes methodology.

Affendaonce of Board and Commitfee meetings

the aftendaonce of Directors ot Board meetings during the year is detailed in the Directors’ Report.

Monaging business risks and infernal conidrol framewaork

The Board acknowledgss that it is responsible for the overdll infernal control frameawork, but recognises that no

cost effective inferndl control systemn will preclude aff errors and ireguiarities. To assist in discharging this
responsibiiity the Board has instigated an infermnal control fromework that includes the following:
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AND CONTROLLED ENTITIES
CORPORATE GOVERNANCE STATEMENT {cont'd]

« Financigl reporting - there is o comprehensive budgeting and forecasting system with updates provided
to the Board of each Board meeting. Pericdic reports are provided to the Board. Quarterty, haif yearly
and annual reports are prepared in accordance with the Corporations Act 2001 and ASX Listing Rules.

« The Managing Director and the Company Secretary are required to confirm in wiiting that the Company's
financial reports present a frue and fair view, in ali material respects, of the Company's financial condition
and aperational results are in accordance with relevant accounting standards.

« The Company has written policias covering heaith and safety.
Ethicol standards

The Board is commitied to promofting the practice of high ethical sfandards. Al directors and employees are
expected to act with the utmost integrity and objectivity, striving af alf fimes to enhance the reputation and
performance of the Company in the following areas:

« professional conduct;

« dedlings with suppliers, advisers and regulators;
« dedings with the community; and

« dedings with other empioyess.

frading in the Company’s securifies by direciors and employees

The Boord has adopled o policy in relation to dedalings in the securitias of the Company which agpplies to all
Directors and empioyees. Under the policy, Directors are prohibited from short ferm trading in the Company's
securities whilst in possession of price sensitive information. The Board must be notified of any proposed
fransaction and must give clearance for the fronsaction to proceed.

Privacy

the Company has resolved to comply with the National Privacy Principles contained in the Privacy Act 1988,
to the extent required for o company the size and nature of WebSpy Limited.

informaotion disclosure

The Board is commitied fo the promotion of investor confidence by ensuring that trading in the Company's
securities takes place in an efficient, competlitive and informed maorket. In accordaonce with the confinuous
disclosure requirements under the ASX Lsting Rules, the Company has procedures in place to ensure that ol
price sensitive information is identified, reviewad by management and disclosed fo the ASX in a timely manner
and that qif infermation provided to the ASX is immediately avaiioble o shareholders and the market on the
Compony's website.

Anailysts and press briefings may be conducted following the release of half~year results, full-year results and
major announcements and, from time to time, briefings with major shareholders moy be conducted in order to
promote g betfter understanding of the Company. In conducting briefings, the Company takes care to ensure
that any price sensilive information included in the content of briefings has olready been made available to
all shareholders and the market.

Shareholders

The Boord cims fo ensure that sharehclders are kept infformed of cll major developments affecting the
Company. Information is communicoted to sharehoiders through:

« continucus disclosure in the form of public anncuncements on ASX;

« annudl reports fo sharehclders;

« investor briefings;

« the meeting Chairman's address delivered af the Annuail General Meeting; and

« notices of all meetings of shareholders and expianatory notes of proposed resoiutions.
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AND CONTROLLED ENTITIES
CORPORATE GOVERNANCE STATEMENT {cont'd]

In addition, information for shareholders is avaiiable on WebSpy's website: www.webspy.com, including recent
announcements, preseniations, past and curent reporis to shareholders, biographical information on Directors
and infoermation relating to operations.

Shareholders are encouraged af annual general meetings fo ask guestions of Directors ond senior
management and alse the Compaony's extermnal auditors, who are required fo be in aitendance.

Retiremnent benefits for non-executive directors

the Company does not have any scheme relaling to refirement bensfits for non-executive Directors.

ASX Guidelines on Corporate Governance

Pursuant o ASX Listing Rules, WebSpy Limited must provide a statement disclosing the extent 1o which the ASX
best practice recommendations have not been followed in the reporting pericd. The Company sels out below
an explanation of the areas where it does not presently comply with ASX best practice recommendations.

Composition of the Board

A majorty of the Board of directors is not comprised of independent directors under the ASX definition of
independeance, as set out in the ASX Corporate Govemnance Council Best Practice Recommendaticns. Eoch
individual member of the Board is safisfied that whilst the Company may not comply with best practice
recommendations 2.1, 2.2 and 2.3, the Board dgiways acts with independence ond in accordonce with the
Statement of Corporate Governance.

Websife

The ASX guidelines alse prescribe that the Company should maintain o dedicated corporate govemance
information section on ifs website. Such o dedicated information section is not prasently avdilable on the
Company's website, although the annual financial report will be posted fo the website and the Statement of
Corporate Govemance can be viewed there.

Boord commiftees

The Company does not presently have o separagie audit, nomination or remuneration commitiee os required
by best prachice recommendations 4.2, 2.4 and 2.2, respectively. The Company is in ifs early stoges of
development and s such, the entire Board conducts the funclion of such commitiess. The duties of such
commitiees have been considered and adopted by the Board. The board invites persons with relevaont
industry and financial experience when reguired to canmy out the funclions of such commitiees.



Grant Thornton &

Grant Thornton Western Australian Partnership
ABN 21 085 022 882
Chartered Accountants, Business Advisers and Consultants

AUDITOR’S INDEPENDENCE DECLARATION

In secordance with the requirements of section 307C of the Corporations Act 2001, as lead auditor for the audit of
WebSpy Limited and Confrolled Entities for the period ended 30 June 2006, 1 declare that, to the best of my
knowledge and belief, there have beer:

(a} no contraventions of the auditor mdependence reguirements of the Corporations Act 2001 in relation to the
audit; and

{b) no contraventions of any applicable code of professional conduct in relafion to the auditf.

GRANT THORNTON W RN AUSTRALIAN PARTNERSHIP

GREG LI
Partner

Dated 28 September 2006

Lavet §

256 St Georges Terace
Pertin G000 Australia
GPO Box #1243

Pertt WA 6844

T + 61 8 2481 1448

F +G1 8 9481 0152

E giperth@giws com.au

W www.grantthemton.com.au

An independent Waslern Australian partnership entitfed (o trade under the international name Grart Thornton.
Srant Thomdon is a trademark owned by Grant Thorndon International and vesed under Bcence by indapendent finms and antities throughoot the wordd,

18



WEBSPY LIMITED

AND CONTROLLED ENTITIES

CONSOLIDATED INCOME STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

. Economic Entity o Parent Entity
2008 . 2005 20060 2005
- SR s R 5
Note : T

Revenue UBR35419 0 3759727 :': 4762 24,300
Lass: Discount on sales {356,741} {473,442 _ _ ~ -
Net revenue 2 2978678 3,286,285 LUA762 24,300
Cost of sales (220875 [362.656) . - -
Gross profit 2757803 2923429 T 24500
Other Income 2 -.I.?t’q{_l 79 131,784 129,607
Corporate and administrafive . . .. o T

eXpenses {394 283) [621.548) 1:{283,282) 1 {495,714)
Technical expenses “{204,511) 1138,743) e e -
Marketing and seliing expenses {2 323,030] - {2, 580 797] Do {10,992}
Ressarch & development expenses D {456,954] {581.603) "[45 461} {133,519}
Bomrowing costs L 1438371 {13.631} {7 7 8} 113,342}
Provisicn for impairment of loan fo 3fa}

conirolied entity L . { 1 45, 0893 L 1531,538)
Loss before income tax 3b} 1881,509] : _':_"{3_93{303} C[1,231,195)
Income tax credit 4 305,021 Celmgyostt 305021
Loss for the year affributable to ST,

members of the parent entity 20 _{227,372] 1556,488) (52,042] (P04, 174)
Basic loss per share ) {0.1% Cehis) {0.52 cents)

The Company's potenticl ordinary shares are not considered dilutive ond accordingly the basic loss per share
is the same os diluted loss per share.

These Comsolidated income Statements are 1o be read in conjunction with the notes
to the financial statements.
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AND CONTROLLED ENTITIES

CONSOLIDATED BALANCE SHEETS
AS AT 30 JUNE 2006

Economic Enfity Parent Entity

CURRENT ASSETS :

Cash and cash equivalents 7 162,733 337,593 11,708
Trade and ofher receivables g b45,619. 810,354 _ 3,663
Inventorias g L 26,541 21,509 T - -
Other assets s 30,908 20,407 _ - -
Toted Current Assets 865,801 1,189,863 53,575 18,371
NON CURRENT ASSETS

Trade and other receivables g 69,860 173177
Other financial assets 11 . .
Property, plant & eguipment 12 135,477 33,689
intangible assets 13 __ - - - -
Total Non Current Assets 96,639 205337 152,684 206,866
TOTALASSELS 7 ?62,440 ' 1395200 206,259 222237
CURRENT LEABELITEES

Trade and othear payables 14 729,252 81,353
Inferest bearing iabilities 15 ; 213,351 213,351
Short-term provisions 6 146,495 154,670 O 43,252
Total Current Liobilties 705040 1p97273 174,020 337,956
NON CURRENT LIABILITIES i e

Trade and other payables 4 22,186 38,826 - -
Total Non Current Liabilites 2186 w8826 . .
TOTALLIABILTIES 727,235 . 1,136,099 174,020 337,958
NET ASSETS/(DEFICIENCY) 235,205 . 259,100 32,23% {115,719)
EQUITY _ _

Issued Capitaf 18 17,500,386 0 17,261,804 }-_'-'--.3_7,500,38_;_5__"- 17,261,804
Reserves 8% LT 42,160) {7,054) U 38,582
Accumulated lossas 20 _{17,223.021} {16,995,649) (17,468,147} (17,416,105}
TOTAL EQUITY/(DEFICIENCY) 7 235,205 ' 259100 32,23% {115,719)

These Consolidated Balance Sheels are fo be read in conjunction with tha notes
to the financial siatements.

20



WEBSPY LIMITED

AND CONTROLLED ENTITIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30 JUNE 2006

Economic Entity

Balance as at 1 July 2004

Currency franslation differences

Total income and expense for pericd recognised directly in equity
Loss for the vear

At 30 June 2005

Lapsing of aptions

Currency translation differences

Loss for the year

Conversion of convertible notes fo shares

Al 30 June 2008

Parent Entity

Balance as at 1 July 2004

Currency transtation differences

Total income and expense for pericd recognised directly in equity
Loss for the year

Al 30 June 2005
Lapsing of options
Currency franslation differences

Loss for the year
Convearsion of convertible noles fo shares

At 30 June 2008

These Consclidated Statements of Changas in Equity is to be read in conjunction with the notes to the financial statements.

Accumulated

issued Capital Reserves Losses Total
3 $ $ $
17,261,804 38,582 {16.439,161} 861,225
- [45,636] - [45,636]
17,261,804 {7.054) (16,439,161} 815,589
- . {556,488} {556,488}
17,261,804 {7.054) {164.995,649} 252101
38,582 {38.582) . -
- 3,476 - 3,476
- - {227,372} {227,372}
200,800 - - 206,000
17,500,386 {42,150} 17,223,021} 235,205
issued Capital Reserves Accumulated Total
$ $ Losses $
$
17,261,804 38,582 {14.509,931} 790,455
17,261,804 38,582 {16,509,931} 790,455
- - [P064,174} {706,174}
17,261,804 38,582 (17,416,105} {115,719}
38,582 {38.582) . -
- . [52,042) (52,042}
200,000 - - 200,000
17,500,386 - (17,468,147} 32,23%

pal



WEBSPY LIMITED

AND CONTROLLED ENTITIES
CONSOLIDATED STATEMENTS OF CASHFLOWS

FOR THE YEAR ENDED 30 JUNE 2006

Note

Cash flows from operating activities

Cash receipts in the course of oparations
Cash payments in the course of cperaticns
interes! received

income tax refunds

Borrowing costs paoid

Net cash provided by/(used in}
operating activities 25{b)

Cash flows from investing activities

Purchases of property, plant and
equipment

Proceeds from Term Deposit
Payments to Term Deposit

icans from/ito} contfrolled entities

Net cash provided by/{used in}
investing activilies

Cash flows from financing activities

Relegse of Securnty from Term Deposit
Proceeds from borrowings
Repayment of interest bearing liabilities

Net cash provided by financing
activities

NET INCREASE/{DECREASE) IN CASH HELD

Cash at the beginning of the financial year

Effecis of exchonge rate fiuctuations on
the balance of cash held in foreign
currencies

Cash at the end of the financial year 25{a])

These Consolidated Statements of Cash Flows are to be read in conjunction with the notes

Economic Entity

Parent Entity

2006 2005 12006 2005
3602887 3230177 U en,485 129,607
C4115914) L (3,875,684) (304,656) [635,434)
S 788 11,515 g 117
B4 261 305,021 341,261 325,001
43,837) (11,998} 17.718) (11,998
........ { 208!835) {BQOrgég) .. '[ 3336 . “92}687}
(28,159) (37,412) (2.700)
________ SR 356,000 -
R (37.933) e e .
- - (142,985) 64,124
280,655 42,985 61,424
, 200,000 44,873 200,000
[35,266) (59, 554) (35.266) (50 554)
"""""" 62,607 140,446 607 140,444
74367) 100,132 9,183
272,997 2,525
(35,536} -
"""" 162,733 337,593 B YT 11,708

fo the financial statements.



WEBSPY LIMITED

AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 20046

(a)

(k)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant policies which have been odopfed in the preparation of this finonciol report are:
Basis of preparation
First time adoption of Australion Fguivalents fo Infernational Financial Reporting Standards.

The financial report is a general purpose financial report which has been prepared in gocordance with
Accounting Standards, Urgent Issuas Group inferpretations, other autheritative proncuncements of the
Australion Accounting Standards Boord and the Corporations Act 2001.

it has been prepared on the basis of historical costs and the accrucls basis ond except where stated,
does not takes info account changing money values or fair values of assets.

Statement of Compliance

The finoncial report complies with Australion Accounting Standards, which include Ausiralion equivalents
to international Finoncial Reporting Standard ['AIFRS'). Compliance with AIFRS ensures that the financic
report, comprising the financial statements and nofes thereto, compiies with Internationat Financicl

Reporting Standards {'IFRS'}.

The enfity has not elected to early adopt the following accounting stondaords and amendmenis:

AASE 119 Employee Benefits {December 2004}

AASE 2004-3 Amendments fo Australion Accounfing Standaords {December 2004 amending AASE ]
First fime Adopiion of Australion Equivalents fo Infernational Financial Reporting Standords {July 2004,
AASE 101 Presentation of Financial Sfatements and AASB 124 Related Porty Disclosures

AASE 20051 Amendmenis fo Australion Accounfing Standards {May 2005) amending AASE 139
Financialinsfruments: Recognifion and Measurement

AASE 2005-3 Amendmenits to Ausfralion Accounfing Sfandards {June 2005) aomending AASB 119
Fmployee Benefifs {December 2004]

AASE 2005-4 Amendments o Ausirafion Accountfing Standards (June 2005) aomending AASB 139
Finagncial insfruments: Recognition and Measurement, AASE 132 Financial insiruments: Disclosure and
Presenfation, AASBE 1 First-firme Adopfion of Australion Equivalents fo infernational Financial Reporting
Stondards {July 2004).

AASE 2005-5 Amendments fo Ausiralian Accounting Standards [June 2005) amending AASE | First fime
Adopfion of Australion Equivalents fo Infemnational Financial Reporting Standards {July 20043, ond AASE
139 rinancial insfruments: Recognition and Measurement

AASE 2005-6 Amendmenis fo Australian Accounting Standards {June 2005] amending AASB 3 Business
Combingtions

AASE 2006-1 Amendments o Australion Accouniing Standards {January 2006) amending AASE 121 The
Fffects of Changes in Foreign Exchange Rates {July 2004]

AASE 7 Finoncial instruments: Disclosure {August 2005] repiacing the prasentation requirements of
financial instruments in AASB 132, AASE 7 is gpplicable for cnnual reporting periods beginning on or
after 1 January 2007

AASE 2005-% Amendments fo Ausiralion Accounting Standards {September 2005] reguires that liabiiities
arising from the issue of finoncial guarantes contracts are recognised in the balance sheet. AASB
2005-2 s applicable for annual reporting periods beginning on or after 1 January 2006

AASE 200510 Amendments o Ausfrdlion Accounting  Sfondards  {Seplember 2005} makes
consequential amendments to AASE 132 Financial insfruments: Disclosures and Presenfation, AASE 101
Presentation of Financial Stotements, AASE 114 Segment Reporfing, AASE 117 Leases, AASB 133
EFarnings per Share, AASE 139 Financial Insfruments: Recognifion and Measurement, AASE | Firsi-time
Adoption of Australion Fguivalents fo Infernational Financial Reporting Sfandords. AASE 200510 s
applicabie for annual reporting periods beginning on or after | January 2007.



WEBSPY LIMITED

AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

(c)

(d)

(e}

(f)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Statement of Compliance {cont'd}
The consclidated entity plans to adopt AASB 7, AASE 2005-7 and AASE 2005-10 In the 2007 financial year.

The inificl application of these standards and amendments is not expecied o have an impact on the
financial results of the Company and the consolidated enlily os the standard and the amendment are
concamed only with disclosures.

The financial report is preparaed on the historical cost basis.

The prepaoration of q financial report in conformity with Australion Accounting Standards requires
management 1o make judgements, estimates ond assumptions that affect the application of policies
and reported amounits of assefs and liabilities, income and expenses. These aestimates and asscciated
assumptions are based on historical experience and various other factors that are believed fo be
reasonable under e circumstances, the resulls of which form the basis of maoking the judgements
about carrying values of assets and liabiiifies that are not readily apparent from other sources. Actudi
resulls may differ from these estimates.

The accounting policies set out below have been applied consistently fo ali periods presented in the
consclidated financial report and in preparing an opening AIFRS balance sheet af 1 July 2004 for the
purposes of the fransition to Australion Accounting Standards — AIFRS.

The accounting policies have been applied consistently by ali entifies in the consolidated entify.
Einancial Position

The finoncidl statements have been prepared on the going concemn basis accounting which assumes
that the economic eniity will be able to meetl its commitments, reclise its assefs and discharge ifs
kabilities in the ordinary course of fhe business.

The economic entity's ability fo continue as a going concem is confingant upan the continuous suppon
of the entlity’s credifors as well as the cenversion of frade receivables to cash under the normat ferms of
trade. if this support is not forthcoming and the company is unable to convert its frade receivables to
cash within nomal trading terms, as a result the going concermn basis may not be appropriate and the
enfity may have to redlise its assefs and extinguish ifs liabiliies other than in the ordinary course of
business and at amounts different from those stated in the financial report. No aliowance for such
circumstances has been made in the financial report.

Principles of consolidation

A conlrolled entity is any enfity WebSpy Limited has the power to conirol the financial and operating
palicies of so as o obtain benefits from its activities.

A fist of controlied entitias is contained in Note 27 to the financial statements. All confrolied entities have
a June finoncidl year-end.

All infer-company balances and fransactions between entities in the economic entity, including any
unrealised prafits or losses, have been eliminated on consolidafion. Accounting policies of subsidiaries
have been changed whare necessary to ensure consistencies with those policies applied by the parent
entity.

Where confrolied entifies have entered or ieft the economic entity duting the year, their operating results
have been included/excluded from the date conirol was obtained or uniil the date control ceased.

Goods and services tax

Revenues, expenses and assefs are recoghised net of the amount of goods and sarvices tax [GST),
except! wheare the amount of G5 incurred is not recoverable from the Australion Tax Office (ATO). In
these circumstances the G3T is recognised as part of the cost of acquisition of the asset or as part of the
item of the expense.
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(f)

{g)

(h}

()

{0

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {cont'd)

Goods and services tax {conPd}
Receivabies and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payabie to, the ATO s included as o current asset or fability
in the balance sheet.

Cashfiows are inciuded in the slatement of cash flows on o gross basis. The GST components of
cashfiows arising from investing and financing activities which are recoverable from, or payable o, the
ATO are classified as operating cashilows.

Acqguisition of assets

All assets acquired including plant and eqguipment and infangibles other thon goodwill are inifially
recorded at their cost of coquisition af the date of acquisition, being the fair valug of the consideration
provided plus incidental costs directly atfribuiable to the ccguisition. When eqguity instruments are
issued as consideration, their market price ot the date of acguisition is used os fair value. Tronsaction
costs arising on the issue of equily instruments are recognised direclly in equity subject to the extent of
proceeds received, otherwise expensed.

Plant and equipment

Plant and equipment is stafed at cost lass accumulated depreciation [see below) and any impairment
in valus {see accounting policy (1p)}.

Deprecialion

Depreciation is charged fo the income statement on a straight-ine basis over the astimated useful iife of the
asset. The depreciation rates used for each class of deprecicble asset are:

Plant and eguipment 27 - 33%
Leasehold impravements 50%

Revenue recognition

Sale of goods

Sales revenue comyprises revenue eamed [net of the amount of goods and services tax {GST}, returns,
discounts and cllowances;) from the provision of products to entilies outside the economic entity. Sales
revenus is recognised when the conirol of goods passes 1o the customer.

Rendering of services

Revenue from rendering services s recognised in the pericd in which the service is provided, having
regard to the stage of completion of the contfract.

Government Granis

Govemment granis are recognised at fair voiue where there is reasonable assurance that he grant will
be received and dll grant conditions will be met. Grants relafing to expense items are recognised as
income over the periods necessary to match the grant fo the cosis they are compensaling. Grants
relafing fo assels are credited to defered income of foir value and are credited fo income over the
expecied usefd life of the asset on a siroight-line basis.

interest revenue

Interest revenue is recognised on a proportiongte basis taking into account inferest rates applicabie to
the finonciat assefs.

Income Tax

The charge for current income toax expense is bosed on the profit for the year adiusted for any non-
assessable or disallowed items. |t is calculated using the fox rates thot have been enacted or are
substantially enacted by the balance sheet date.

F
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0

(k)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {cont'd)
Income Tax {cont'd}

Deferred tax is accounted for using the balaonce shest liability method in respect of temporary
differences arising between the tax bases of assets and liobilities and thelr camrying ameounts in the
financial statements. No deferred income tax will be recognised from the initial recognition of an asset
or liablity, excluding a business combination, where thare is no effect an gocounting or faxable profif or
loss.

Defered fax is calculated of the fax rates that are expected fo apply to the period when the asset is
reclised or ability is setlled. Deferred taxis credited in the income statement except where i relates to
items that may be credited directly to equity, in which case the defered fax is adjusted directly against
equity.

Deferred income fax assels are recognised to the extent that it is probable that future tax profits will be
available against which deductibie temporary differenceas can be ulilised.

The amount of benefits brought to account or which may be released in the future is based on the
assumption that no adverse change will occur in income faxation legislation and the anficipation that
the economic enfily will derive sufficient future assessable income to enable the benefif fo be realised
and comply with the conditions of deductibility imposed by the low

foreign Currency Transactions and Balances

Funclional and preseniafion currency

The functional curency of each of the group's entifies is measured using the currency of the primary
sconomic environment in which thot entity operafes. The consciidated finonciol statements are
presaenfed in Australion dollars which is the parent entity’s functional and presentation currency.

fransactlion and baolonces

Foreign cumency transaclons are franslated into functional cumrency using the exchange rafes
prevaiing af the dote of the fransaction. Forgign curency menetary items are translated at the year-
end exchange rate. Non-moneatary items measured at hisforical cost confinue to be caried ot the
exchange rate af the date of the transaction. Non-monetary items measured of fair value are reporied
at the exchange rate at the date when fair values were deferminad.

Exchange differences arising on the fransiaotion of monetary ifems are recognised in the income
statement, except where deferred in equity as a qudiifying cash flow or net invesiment hedge.

Exchange differences arising on e transiation of nen-monetary items are recognised directly in equity
to the extent that the gain or lass is directly recognised in equily, otherwise the exchange difference is
recognised in the income statement.

Group companies

The financial results and position of foreign operations whose functional curmrency is different from the
group's presentation curency are fransicted as follows:

«  Assels and liabilities are ransiated at year-end exchange rates prevailing af that reporfing date;
+» Income and expenses are ranslated at average exchonge rates for the period; and
» Refoined eamings are transiated af the exchange rates prevailing af the date of the fransaction.

txchange differences arising on transiation of foreign operations are fransferred directly 1o the group's
forgign cumency franslafion reserve in the balonce sheetl. These differences are recognised in the
income statement in the period in which the cperation is disposed.
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)

(m)

(n}

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {cont'd)

Leased assets

leqses of fixed assels where substantially dll the risks and benefifs incidental fo the ownership of the
asset, but not the legal ownership that is fransferred o endities in the economic enfity, are classified os
finance feqses.

Finance leases are capitalised by recording an asset and a liabiiity ot the lower of the amounts equal fo
the fair value of the leased property or the present vaive of the minimum lease payments, Including any
guaranteed residual values. Lease payments are dllocated between the reduction of the lease liobiiity
and the lease interest expense for the period.

leosed gssels are depreciated on a straight line pasis over the shorter of their estimated useful lives or
the leose ferm.

legse payments for operating leasas, where substantially all the risks and benefits remain with the lassor,
are charged as expensas in the periods in which they are incurred.

leqgse incentives under operaling leases are recognised os a fiability and amorlised on a straight-line
basis over the fife of the lease term.

Research and development cosis

Expenditure during the research phase of o project s recognised as an expense when incumed.
Development costs are capitalised only when technical feasibility studies identify that the project will
deliver future economic benefits and these beansfifs can be measured reliably.

Development costs have a finite life and are gmortised on a systematic basis matched o the future
econcmic banefifs over the usaful life of the project.

Employee benefils
Wages, salaries and annudl leave

Provision is made for the company's liabilify for employee benefits arising from services rendered by
empioyess o balonce dafe. Employee benefits that are expecied fo be seftled within one year have
been measured af the amounts expecied fo be paid when the liability is seftled, pius retated on-costs.
Employee benefits poyabie ioter than one year have been measured at the present value of the
estimated future cash outflows fo be made for those benefits.

Share-based payment fransactions

The Group provides benefits fo employesas [including directors] of the Group in the form of share-based
payment fransactions, whareby employess render services in exchange for shares or rights over shares
{'equity-setiled transactions’}.

The cost of these equity-setfied fransactions with employees s measured by reference 1o the fair value
at the date at which they are granied.

in valuing equity-setfled fransactions, no account is token of any pedormance condifions, other than
condifions linked fo the price of the shares of WebSpy Limited {‘'muarket conditions’].

The cost of equity-setfied transactions is recognised, together with a comresponding increase in equity,
over the period in which the performance conditions are fulfiled, ending on the date on which the
relevant empioyees become fully entifled to the award {'vesting date'].

The cumulative expense recoegnised for eguily-setiied transactions af each reporting daote uniil vesting
date reflects {i} the exient to which the vesting pericd has expired and {il} the number of awards that, in
the opinion of the directors of the Group, will Ullimately vest. This opinicn is formed based on the best
available information af balance date. No adjustment is made for the fikelihood of market performance
conditions being met as the effect of these condifions is included in the delemination of fair value af
grant date.

No expense is recognised for awards thot do not uliimately vest, except for aowards where vesting is
condificnal upon o market condition.
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(o)

§5))

{a)

(r)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {cont'd)

Employee benefits {cont'd)

Where the terms of an eqguity-setfled award are modified, as g minimum an expense is recognised as if
the terms had not been modified. In addition, an expense is recognised for any increase in the volue of
the fransaction as a result of the modificalion, as measured af the date of modification.

Where an squity-seltled oward is cancelled, it is treated os if it had vested on the datle of conceliation,
and any expense not yet recognised for the award is recognised immedialely. However, If o new award
is substituted for the cancelied oward, and designated as a replacement award on the dotfe that it is
granted, the canceiled and new award are freated s if they were o medification of the original oward,
as described in the previcus paragraph.

The diutive effect, if any, of ouistanding opfions is reflected os addifiona share diufion in the
computation of eamings per share.

impairment of assets

The camying amounts of the consolidated entity’s assels are reviewed af each reporting datle to
determine whether there s ony indicalion of impairment. If any such indication exists, the asset’s
recoverable amount is estimated.

For infangible assets that are not yet available for use, the recoverable amount is esimated annually.

An impairment loss is recognised whenever the camying amount of on asset of ifs cash-generating unit
exceeds ils recoverable amount. Impairment losses are recognised in the income statement unlass the
asset has previously been revalued, in which caose the impaimnent loss is recognised as a reversal fo the
extent of that previous revaluation with any excess recognised through the income statement.

impaiment losses recognised in respeact of cash-generating units are dliccated fist fo reduce the camying
amcunt of any goodwill diocated fo the cash-generating unit {group of unils} and then, o reduce the
carying amount of the other assets in the unit {group of units] on a pro rata basis.

Goodwill and indefinite-ived intangible assets were tested for impaiment of 1 July 2004, the date of
transition to AIFRS, even though no indication of impairment existed.

wWhen o decline in the foir value of an availablse-for-sale financial asset has been recognised direcily in
equity and there is objective evidence that the asset 15 impaired, the cumuidtive loss thot had been
recognised directly in equity is recognised in profit or toss even though the financial asset has not been
derecognised. The amount of the cumulative loss that is recognised in profit or loss is the difference
between the acquisition cost and curent fair value, less any impairment loss on that financial asset
previocusly recognised in profit or loss.

Borrowing costs
Borrowing costs include interest and are expensed as incured.
inventories

inventories are measured at the lower of cost and net redilisable value. The cost of manufactured
products includes direct materials, direct labour aond an appropriate portion of variable ond fixed
overneads. Overheads are gpplied on the baosis of normal eperating capacity. Cosls are assigned on
the basis of weighted average cosis.

Cash and cash equivalents

Cash and cash equivaients include cash on hand, deposits held at call with banks, other short-term
highly figuid investmenis with original maoturifies of three months or less, and bank overdraffs. Bank
oveardraits are shown within short-term borrowings in cumrent liabilities on the balonce sheet.
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{u})

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {cont'd)
Financial Inshuments
Recognition

Financial instruments are initiclly measured at cost on trade date, which inciudes fransaction cosls, whan
the related contractual rights or ebligations exist. Subsequent to inifial recognition these instruments are
measured as set out below.

Available-for-sale financial assels
Available-for-sale financial assets include any finoncial assetfs net included in the above categories.

Available-for-sale financial assels are reflected af fair value. Unredlised gains and losses arsing from
changed in fair value are taken directly to equity.

impact of adoption of AFRS

The impacts of adopling AIFRS con the fotdl equity and profit affer fox as reporied under Austraiion
Accounting Standards applicable before 1 January 2005 'AGAAPY ore illustrated below.

{i} Reconciliation of equity as presented under AIFRS to that under AGAAP

7 Economic Enfity - Parent Enfity

30Jun 2005 .. - 1Jul2004° 30 Jun 2005 1 Jul 2004
Total equity under AGAAP ' - 168,995 831,487
Adjustments to accumulated -
losses
Foreign exchange currency e T
effect 11,346) 720 (284,714) (41,082)
Recognition of foreign cumency RREEEE e
transfation reserves - -
Adjusiments to reserves
Recogniticn of foreign currency S e
transfation reserves {45638) - - -
Totat equity under FRS 259,101 S 824,276 [115,71%) 790,455

(1} Transiafion differences that arose prior to the daote of transifion to AIFKS in respect of all foreign
entifies have been presented as a seporale component of equity. On disposal of any foreign
operation, the reioted cumuictive fransiction difference wil be transferred to the income
statement as part of the gain or loss on disposal. The exemption availabie under AIFRS has not
been ulilised.
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1.
(u)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {cont'd)

impact of adoption of AFRS {cont'd}
{iiy Reconciliction of losses as presented under AIERS to that under AGAAP
Economic Parent
Entity Entity
30 Jun 2005 30 Jun 2005
3 $
MNet loss for the year under AGAAP [561,040] [662,492)
Foreign exchange currency effect 4,557 [D43,480)
Net loss for the year under AFRS {556,488} [906,174)
{iiiy Explanation of materiad adjustments to the cash flow stotements
There are no material differences between the cash flow staternents praesented under AIFRS and those
presanted under AGAAP.
Economic Entity Parent Entity
2006 0 2005 200 2005
REVENUE SR L
Sale of goods revenus 1 ,_?2_2,_306__:”: 2,155,789 -
kRendering of service revenue 1 ,235,_852___"- 1,106,194 -
inferest Revenue 20,520 24,300 24,300
Total revenue from ordinary activities 2978678 3286285 24,300
Other income ST R
Proceeds from government grant 93485 129,607 93,485 129,607
Otherincome 2,694 2177 -
Total other income 96179 131,784 98,485 129,607
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3. LOSS BEFORE INCOME TAX

{a) Individually significant items included in loss
before income tax benefit

Provision for impairment of loan 1o controlled entity

Economic Entity

Parent Entity

{b) Loss before income tax credit has been amved of © 7 L

after charging the following items:
Profit/{loss) on sale of plant and eguipment

Depreciafion and amoriisafion of:
- piant and equipment
- leasshoid improvemeanis

Total depreciation and amortisafion expense

Finance charges on capitalised leases
nterest on converible notes

Total borrawing costs

Leose rental expanse — operaling leaseas
Net foreign exchange loss

Pravision for empioyes entitlements

Provision for impairment

4. INCOME TAX
{a) Income tax benefit

{b} Numerical reconciliation between tax credit
and pre-tax net loss

Loss before income fax credif
kcome tox credit caiculated at 30%

Tax effect on amounis which are net tax deductible:

«  Sundry items
* Research aond development expenditfure

Deferred tax asset applied

Ihcome fax credit

2006 2005 12006 . 2005
- 165089 531,535
(10,941}
i (52632) (54,464)
B2237) - 170776)
84870) - {125,240}
3, 806) (4631
C3712F - {9,000}
7718 - (13,631)
. {223,__«331_)_53] (142817}
L6948 (63465
L 17,648) 0 (60780} (3214] . (43,252)
""" 36,182 (42,356) 36182 ({42,356)
"""" {568633} (881,509) __(393:308] (1,231,195)
S 70,5?;3 264,453 117,991 369,359
T (793) L (s01) (560}
1273009)  (260017) (273,009)  (260017)
444,040 321,378 "--"-'----4% 780 216,239
"""" 341261 325021 a6 a0502)
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4. INCOME TAX {cont'd}

{c) Taxlosses

Unused tax iosses for which no deferred tax asset has
been recognised {as recovery is cumenfly not
prebabie}

Potential at 30% {2005: 30%;)

{d) Unrecognised temporary differences

Temporary differencas for which deferred tax assets
have not been recognised:

Employee benefifs provision
Provision for impairment

Unrecognised defemed tox assefs relating fo the
above temporary differences

Temporary differences for which defered tax liabilities
have notf been recognised:
Prepayments

" Economic Enfity ~  PorentEnfity

/2006 - 2005 2006 2008

""" 1,919,917 2,364,159 _ 1,138,558 1635338
46400 1224 12976
78,286 2251559 2,212,887

11380 124687 _ 2252783 2205863

Unrecognised deferred fax fiabilifies relating to the
above temporary differences

{e} Tax Rates

The potential tax benefit at 30 june 2006 in respect of tax fosses not brought fo account has been calculated
at 30% for Australion entities. This same rate applied for the yvear ended 30 June 2005.

5. AUDITOR’S REMUNERATION

Amounts received or due and receivable by the

auditor for:

Audit services - Grant Thomion - -
—  other auditors 2.993 -

2.993 -
&,  LOSS PER SHARE

The calculation of basic loss per share ot 30 June 2004 was based

on the loss attributable to ordinary sharehoiders at $271,372 {2005:

$556,488) and o weighted average number of ordinary shares

outstanding during the financial year ended 30 June 2004 of 20048 2005

116,645,538 {2005 107,442,.505] colculated as {cllows: Number Number

issued ordinary shares at 1 July 2005 107,442 505 107,462,505

Hfect of shares issued on 16 Seplember 2005 2,183,033 -

Used as the denominator in caiculating basic loss per share for

the year 116,645 538 137,462,505

Diluted loss per share does not show an inferior view of the eamings perficrmaonce of the Company than is
shown by loss per share and is not disclosed for this reqson.

32



WEBSPY LIMITED

AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

Note £conomic Entity Parent Entity
2006 2005 20046 2005

5 5 s $
CASH AND CASH EQUIVALENTS [

Cash af bank and on hand _ 16?_,733 . 337,593 11,708

Effective interast rate: 4.25% S

12005: 4%}.

TRADE AND OTHER RECEIVABLES

Current Lo

Trade receivables 37,418 721,220 T -

ferm debtors e 162,266 148,448 e 162,266 148,448

Provision for impdirment CUI12,266) L {148,448) S {112,266} {148,448)

Other recelivabies 138310 143,415 ST 1,929 3,663

Provision for impairment L1Y2506) - {112,506 L e .

Deposits {a) _ 35397 58,225 _ - -
) 810,354 o ' 3,663

Non-current

Deposits fa 59,860 S -

Loans o controlled entities L - . LU7544006 . 7,400,019

Provisicn for impairment of loans _ - - {7,392.9311  {7.227,849)
"""" 16,860 49,860 CUIB1075 173,177

{a) Deposils

The depaosit represents $2,915 [2005 $2,837] lodged as security pursuant fo a property rental agreement
in the United Stotes, $32,482 [2005: $55,388] os securily pursuant to a property rental agreement in the
United Kingdom and $14.860 [2005: $49.860] os security pursuant fo o properly rental agreement in
Western Austraiio.
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10.

1L

12

INVENTORIES

OTHER ASSETS

Prepayments

OTHER EINANCIAL ASSETS

Avgilable-for-Sale Financial Assets

Conirolled enlities

Uniisted units, at cost
Uniisted shares, af cost

Total other financial asset

{ess: Accumulated amortisation

Total plant and equipment

ReconcHiations

Reconciliations of the carrying amount
of each class of properly, plant ond
equipment are set out below:

Plant and equipment

Depreciatfion

Leasehold improvements
Baignce at the beginning of the vear

Armortisation

PROPERTY, PLANT & EQUIPMENT

Note Economic Entity ?areni Entity
2006, 2005 2006 2005
$ SRR $
21,509 -
oior :

. CLB98,553 898,553
__ : B 932y
{ass: provision for impairment _ - - {991,790} {921.7%0]
Plant and equiprment, at cost 736354 7 687,257 78674 73474
{ass: Accumulated depreciation {636,781} [583.844) _ [72,065] (70,1891
"""" 79573 103411 609 3,485
Leasehold improvements, at cost 175017 L 174,701 TN T04 L 143704
[174811) (142 635] {163,704 {133,500
........... —— 52066 30,904
"""" 135,477 1,409 33,689
Balance af the beginning of the year 30343 I 132,791 3,485 4,116
S '27 779.._'1"- 46,930 2,700
S 0941 L !
..Z..{52,632) L [54,464) 1,8746) {3.331}
Exchange Adjustment at 30 June 2006 1,015 {10.905] - -
Balonce at the end of the year 7 79 573 103411 1,609 3,485
32,066 L 102,842 302040 97024
{32,237} [70.776) 130,204} [66,920]
Balance of the end of the year s woss = 30904
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13

14

15.

14,

17

Note

INTANGIBLE ASSETS

Capitdlised development expenditure
{ess: Accumulated amortisation

TRADE AND OTHER PAYABLES

Current

Trade creditors

Ofher craditors and gccruals
Unclaimed monises
Unexpired renfal

Non-current

Unexpired renfal

INTEREST BEARING LIABHITIES

Current

{egse fabilities 23

Converiible

Notes

SHORT-TERM PROVISIONS

EFmployee enfiflerments

AMOUNTS PAYABLE/RECEIVABLE IN
FOREIGN CURRENCIES

The Australion dollar equivaients of

unhedged amounts payable/receivable
in foreign currencies calcuicted ot year-

end exchange rates, are as foillows:

United State

s doliars

Amounts payable:

Cument

Amounts receivable:

Current

Brifish pounds
Armounts payable:

Curent

Armounts receivable:

Curent

Economic Entity Parent Entity

- 2006 2005 2006 2005
1,574,718 1,574,718 el -
[1,574718)  {1,574,718) . .
UUU163,081 L 258,687 25,308
343,653 1 441,260 43310
L 12,715 12715
16,440 - .
799 952 146,980 81,353
38,826 . .
1,995 Lo 22,960 1,995
201,356 - 201,356
213351 22,960 213,351

154470 4,080 43050

(85,525) .

115,071 .

TN86590) L [124,649) :
157,218 148,020 .
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18.

Economic Entity

Parent Entity

L2006 . 2008 2006 .. 2005
ISSUED CAPHAL
Share capital
119,141,275 {2005: 107,462,505 fully paid - e e
ordinary shares 117,461,804 -0 17,261,804 17,461,804 - 17,261,804
Lapsing of options 38,582 - 38,582 -
17,500,386 17,261,804 17,500,386 17,261,804
The {ollowing movements in share capital occured durning the year:
Number of Issuved
Ordinary Eully Paid Copital
Shares LA
Balance 1 July 2005 107,462,505 17,261,804
# Lopsing of options - 38,582
#  Issue of shares on 15 September 2005 through conversion of
Convertible Note 5829014 100,000
¥ Issue of shares on 16 September 2005 through conversion of
Convertible Note 5,84%,754 100,000
Balance 30 June 2006 119,141,275 17,500,386

There were no movemeanis in share capital in the previous comresponding year.

Options

The following optiens lapsed during the vean

21,492,501  options exercisable of $0.08 on or before 31 May 2006; and
6,000,000 oplions exercisable at $0.045 on or before 31 Decembber 2008,

The following options fo subscribe for ordinary fully paid shares are outstanding os of balonce date:

8,000,000 options exercisable of $0.055 cents each on or before 31 December 2006; and

8,000,000 options exercisable at $0.07 cents each on or before 31 December 2007.

No opticns weare exercised during the yvear.
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Economic Entity Parent Entity
2006 2005 2006 2005
$ 3 $ 3

RESERVES

S 38,582

Share option reserve ST . - 38,582
Foreign currency transiation reserve (o} {42,160] {45,636) - -
........ {42(160} . {7r054] M 381582

Nature and purpose of reserve
{a) Foreign curency translation reserve

txchange differences arising on the fransiation of monetory ifems are recognised in the incoms
statement, except where deferred in equity as a gualifying cash flow or net investment hedge.

Exchange differences arising on the fransiation of non-monetary items are recognised directly in equity
to the extent that the gain or lass is directly recognised in equily, otherwise the exchange difference is
recagnised in the income statement.

Balonce T July 2005 ':..'__:""-.{45@36) )

Curency franslation differences L DR ~ -
arising during the year 3476 {45636)
Bafance 30 June 2004 Caen 145636) o .
Economic Entity Parent Entity
2008 2005 2006 2005
$ $ $ $
ACCUMULATED LOSSES
Accumdlated losses at beginning of year {3 6,995,649} - [14,439,161) _{}_7_,4_1__6_,105}___" (16,509,931}
Loss after income fax o7y (86488) (52.042)  (908,174)
Accumulated losses at end of year 117,223,021 [16.995,649) (17,468,147} (17,416,105}
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21, KEY MANAGEMENT PERSONNEL COMPENSATION

Details of key management personnel

Key Manogement Person

Mr J Andrys
M T McGeliin
mr J Chua
M1 | Gibson

Position

Managing Director
Exacutive Director

Non-Executive Direclor
Non-Executive Director

Thers are no specified executives of WebSpy Limited.

Remuneration of key management personnel by the consolidoted entity

Executive Directors and key execufives are remunsrafed by way of a salary or consulfancy fees,
commensurate with their required lavel of sarvices. Non-executive Direclors receive a fixed monthly fee
for their services.

The Board has not formally constituted o nomination commiftee o remuneration commiftee. The whole
Boord conducts ihe functions of a nominaticn commities and remuneration commitiee.

The Company doees nol have any scheme relating 1o retirement benefils for non-executive Directors.

The following table provides he details of the nature and amount of the elements of specified directors’
and executives’ remuneration for the financial year.

POST SHARE BASED
20046 SHORT TERM EMPLOYMENT | PAYMENTS _
e B T - Yalue of
: .. E'Opﬁons QS..' -
Satary /.| Other Opticns Terminction - proportion of
“fees | Benefifs INote A} Lbenefis Totdl remunerciion
il $ $ 5 $ -
Directors e : L
Non-execufive
nr J Chua - - 10,000
Mrt Gibson - - 17,567
Executive S
hr § Andrys 210,137 7| 34.666 - 252053
M T McGeliin 36,000 - . - - 37,350 .
....... ............ ... R A
Total | 272804 - 26666 | 7500 N ISR i 1816,95 .....................

{1} The foir value of the optfions is calculated at the date of grant using a Black-Scholes model and
acllocated 1o each reporfing pericd evenly over fhe period from grant date fo vesting date. The
value disclosed is the porfion of the fair value of the opticns cllocated fo this reporting period. In
valuing the options market conditicns have been taken infc account.

{2} Noremuneration is performance-based.
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21, KEY MANAGEMENT PERSONNEL COMPENSATION {cont'd)
Remuneration of key management personnel by the consolidated entity {cont'd)
POST SHARE BASED
2005 SHORT TERM EMPLOYMENT PAYMENTS _
R L e - Value of - -
Satary /- Other Superannuation . Termination proportion of -
Lfees. Benefits Ll benefits | Options penefits | Total remuneraion
N $ B E— $ % e S S—
Directors ERTIR ST e
Non-execufive | -0 0
Mr i Chua S20000 - - 20,000
Mr | Gipson 6667 - - 4817
Executive
Mr J Andrys 192262 7| 235,056 213,951 S | 448,779
MrT McGeliin 44 (00 - 213,961 - | 57.941
rotal | 262925 - 235 056 e : P
(1} Once-off reimbursable costs of $200,000 poid for the period from 1 March 2000 to 31 December

2004 in reigtion to the relocation of the Director to and from the United States.
Leave payouts fotalling $35,054.

The fair vaiue of the options is calcuiated af the date of grant using o Black-Scholes model and
dilocated fo each reporling period evenly over the pericd from grant date to vesting date. The
value disciosed is the porfion of tha fair value of the oplions allocaied fo this reporting period. In
valuing the options market conditions have been faken info account.

The following fociors and assumpticns were used in determining the fair value of cptions on gront date:

G| e o | Fair valye - | Exercise | cshares on | Estimated | interest - | Dividend -
Grani dale | Expiry Date | peropfion | price | granfdate | voldlilily | rafe | yield
4 Dec. 2004 | 31 Dec. 2005 | $0.000858 $0.045 %0.028 36% 5.89% 0.00%
4 Dec. 2004 | 31 Dec. 2006 | $0.001345 %0.055 %0.028 36% 5.89% 0.00%
& Dec. 2004 | 31 Dec. 2007 $0.001482 $0.07 $0.028 36% 5.89% 0.00%
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21, KEY MANAGEMENT PERSONNEL COMPENSATION {cont’d)
Equity instruments
Option holdings

Unilisted Director Optons

The movemsant during the reporfing pericd in the number of options over ordinary shares heid directly,
indirectly or beneficially by each specified director and specified executive, including their persangily-
related entfifies, is as follows:

LHeld ot date of CGranted os - U UHeld et
1 July 2005 | appointment | remunerction Lapsed 30 June 2006
Specified director | e TR,
M J Andrys C1,609,496 N/A 1,609,496
13,000,000 N/A 3,000,000
4,000,000 N/A -
14,000,000 N/A -
Mr T McGeliin S992,317 N/A 992,317
23,000,000 N/A 3,000,000
14,000,000 . N/A -
-..4,000,000 N/A -
M J Chua ~.1,556,000. N/A R 1,556,000
M| Gibson FE . N P I, .

All options vaested on the dote of issue. No options held by specified direcfors are vested but not
exercisable.

Nate [1) 4,000,000 oplions exercisable af 5.5 cents eqch on or before 31 December 2004,
4,000,000 options exercisable at 7.0 cents each on or before 31 December 2007.
Equity holdings and transactions of key management personnel

The movement during the reporfing period in the number of ordinary shares held directly, indirectly or
beneficially by each specified director, including their personally-reicted entities, is as foliows:

Held at Held at
P July 2005 Purchases 30 June 20046
Specified director
Mr 4 Andrys 8,753,878 - 8,753,878
Mr T McGellin 8,277,686 1,600,000 7,277,686
Mr 4 Chua 13,695,167 - 13,695,167
M | Gibsonttl - 5,849,754 5,849,754

Conversion of $100,000 Convertibie Note af o conversion price of 1.70% cents per share on 16 Seplember
2005,
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22.

23,

EMPLOYEE OPTION PLAN

The Company has in pigce an incentive scheme known as the Webspy Limited Staff Option Incentive
Scheme {“Scheme”}. No oplions o subscribe for ordinary fully paid shares were issued or exercised
under the Scheme during the year, and thare are no opticns onissue of balance date.

Note Economic Entity Parent Entity
2006 2005 2006 2005

COMMITMENTS s $ N 3

Operating lease commitments

Future operating lease rentais not provided
for in the financial statements and payable:

- Not later than one year 200,734 181212 138,421 83,131

- Later thon cne year but not iater than five ;
years __2018%0 2875910 184,562 193,973
402624 449122 322983 277.104

The lease rentals are subject to review pericdically o market rental rates or CPlincreases, whichever s
higher.
Fingnce lease commitments

Finance lease renlals  for  leaseheld
improvements are payabie as follaws:

- Not lgter than one year
-~ Later than one year but not later than five

36,438 24153 . 36,438
years ; o “ 24153 e _ 24,153

Less: finance charges {11981 (474l (1,193 {4741

CTonos0 55,850 To0960 55850

iegse habilities provided for in the financial
stafements

- Cument 15 20960 11995 2960 11,995
20960 11,995 22960 11995
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24,  SEGMENT INFORMATION

Primary reporting

Geographical segments

Revenue
Externdal scias
Unoliocated revenue

Resul}

Segment resuit
Unaliccated revenues
and income tax bensfit

Depreciation and
amortisation

Assels
Segment cssets

Unaliccoted assets

Consolidated total assets

Liabllities
Segment lichies

Acquisition of non current

segment assets

Secondary reporting
Business segments

Australic North America Furope Economic Entity
3 S 3

L2008 0 2008 2006 - 2008 2006 - 2005
1,330,752 1,374,103 996,5819 1,081,457 . 2958158 = 3.261.985
20,520 24,300
2978478  3.286285
_ (810,398] (1,169.644) 122720 247.542 . {589,153} | (905811
361,781 349,323
(227,372} (556,488}
727940 M2718 4594 TAB2C 2778 UUBABID. 125240
455408 646219 118,981 225318 258476 799,707, 1,057,607
R R el 162,733 337,593
""" 962,440 1,395,200
(522415)  (897.210) (28,076} (176,743) {139.014] (727.234} (1,136,099}
24,103 43,555 2966 } 482 28,157 46,930

The principal activity of the economic entity is soffware development and sales. More than 0% of segment
revenue and segment profits/{losses}, and more than 0% of segment assets, relate to these operaotions.
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25.

NOTES TO THE STATEMENTS OF CASHELOWS

{a} Reconciliation of cash:

(b}

For the purposes of the statements of cash
flows, cash includes cash on hand and at bank
and cther funds held ot call, net of oulstanding
bank overdrafts. Cash at the end of the
financial year as shown in the statements of
cash flows is reconciied to the related ifems in
the bolance shaet as follows:

Cash and cash eguivaients

Economic Entity
2006 2005

162,733 337,593

Parent Entity
2008 2005
s s

Reconciliation of after income tax to net coash
used in operating activities

Loss after income tax

Add/{less} non-cash items:
Disposal of assets
Provision for doubiful ferm debior
Provision for controlled entity receivables
Provision for employee entfittements
Bepreciafion
Amorilisation

Foreign exchange loss

Net cash provided by/{used in} operating aclivitias

before changes in assefs and liobilities

Changes in assets ond liobilifies during the
financiaol year:

Decrease/{Increase} in receivables
Decrease in prepayments

lncrease in inveniories
Increase/{Decrease} in payables

Net cash provided by/{used in} operating
activifies

11,708
Clerar) (556,488) (52,042) * (906,174)
36,182 42356 36182 42,356
o - 165089 531,535
8175) 61,121 T39,172) - 43,252
54,464 S 1876 3,33

70,776 30,204 66,920

35,536 - -

C114008) 0 (281,744) (218,780)
219092 (352,266) {13,742}
110,501 - 21,525 -
L {5082) (21,509} o - -
{298,371 313,025 5986 39,835

| 1208,815) (320,969} 123316 (192.687)

43



WEBSPY LIMITED

AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

26. EINANCIAL INSTRUMENTS DISCLOSURE

{a) Interest rate risk exposure

The economic entity’s exposure to inferest rote risk, which is the risk that o financial instrument’s value will
fluctuate as a result of changes in market interest rates and the effective weighted average inferest rates
on classes of financial assefs and financial iabiiifies, i5 sef out below:

e ;;'_;:i)_sec_;_;nge;esg_;_qge maturity
- Weighted "~ e

-Average . Variable e Non -
2004 -eftective " interest  Lessthan1. S interest

inferestrate - rate Coyear 1-Syeqrs . bearing :.._'_':"fpiq;__

RS B s s
Financicl assefs S o DU
Cash 142,733 - 162,733
Receivables - 12,479 662,479
Total financial assefs 142,733 612,479 .825,212
Finoncial iabiities o e
Payaiies - 557,780 . 557780
{ecse liabiifies - - 22940
Total financial
fabififies - 557,780 580,740

f Weighted - -

- Average .~ Variable Non -

2005 eftective - inferest interest o

inferestrate . rate bearing - Totad - -
Financial assefs ST
Cash 284,593 _ - - 337593
Receivables - - - 880.214 880,214
B s ........ ) ....... - m ss0214 1217807
Financial liabilifies __ AP
Payabies - SRR el 768078 L 768,078
{ease labiifies - 213351 - - 213,351
Total financiat S e SRR
fiabififies - 213,351 - 768,078 981,429

Recelvables

Receivabiles include o loan of $162,266 {2005: $148,448) to Templar Resources Lid {refer Note 8] with an
interest rate of 9% per annum. A pravision for impaiment of this foan of $112,264 {2005: $148,448) has been
made.
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26, FINANCIAL INSTRUMENTS DISCLOSURE {cont'd)
{a) Interest rate risk exposure {cont'd)

Interest bearing fiabilifies

Interest bearing liabilities comprises of a finance lease of $22,960 {2005: $11,995) as set out in Note 15 at on
interast rate of 8.9% per annum.

{b) Credit risk exposures

Credit risk refers fo the rsk that o counterparty will defoult on ifs confractual obligations resulting in
financial loss 1o the economic entity

the credit risk on finoncial assets, excluding investments, of the economic enfity which hove been
recognised on the balance sheet, is the camying amount, net of any provision for doubiful debfs.

the economic enfity minimises concenfrations of credit risk by underfaking fransactions with o large
number of customers in varicus countries.

the Company is no materially exposed fo any individuadl ovearseas country or individual customer.

{c) foreign exchange risk exposure

The economic entity is exposed to exchonge rote fluctuations due o potential revenues and expenses
of he economic entity being in both United States doliars and English pounds. Theraforg, movements in
the rate of exchange between the Unifed Stales dolior and the Australian dollar as well as between the
fnglish pound and the Ausitralion dollar will affect both revenues and expenses denominated in fhose

foreign currencies.
{d) Net fair values of financial assets and liabilities

The financial assels and liabilifies included in current assels and ligbilifies in the Balance Sheet are carried at
amounts that approximate net fair values

The carnying amounts and net fair value of finoncial ossets and liobilifies as af the reporting date are as

folows:
- Carrying " - Net fair Canying Net fair
Camoynt S Value T amount Volue

Financicol assefs RV R
Cash assets D I162,738

162,783 - 337,593 337,593

Receivables 662,479_ 880,214 880,214
Total finoncial ossets 625,21 o 1,217 807 §,217 807
Financial fiabiities S

Payolles T 557,780 - 748,078 748,078
Lease liapilities 22,960 22,960 213,351 213,351
Totol financiol fiabiities 580,740 580,740 981,429 981,429
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27. PARTICULARS IN RELATION TO CONTROLLED ENTITHES

2005
Porent enfity %o
WebSpy Limited
Confroffed entifies
WebSpy UK Limited i 100%
Netlink Unif Trust (i) 100%
Metlink [WA] Pty Lid (i) 100%
100%

Webspy US Inc (i} e
} 100% .

MNetlink Inspection Pty Lig fiv

(i} Incorporated in the United Kingdom

(i) Fstabiished in Australic

(i}  Incorporated in the United Stales

livl  Incorporated in Australic an 1 July 2005

28. NON-DIRECTOR RELATED PARTIES
Non-director related parties are the Company's wholly-owned controlied entifies.

Details of the Company’s interest in wholly-cwned confiolied aentities are set out in Note 27, Detalls of
dealings with these entifies are sef cut below.

Transactions

The lcans to confroiled entities are unsecured, interest-free and of no fixed term. The foans are provided
primarily for the successful dislibution of the Group’s soffware products and accordingly, their
recoupment is dependent upon salaes.

Receivables

Aggregate amounts receivable from non-director related parties:

Parent Entity

L2006 2008
Non-current L
Wholly-owned controlied entifies 7544006 7401019
Provision for impairment ..(7,3_92,931) {7,227.842)
151,075 173,177

29. EVENTS SUBSEQUENT TO REPORTING DATE

There are no events subseguent to balaonce date that would hove o material finoncial effect on the
financial statements for the year ended 30 June 2004,
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DIRECTORS' DECLARATION

In the opinicn of the directors of WebSpy Lid:

{al  the finoncial staterments ond noftes, sef cul on pages 19 to 46 are in accordance with the Corporations
Act 2001, including:

i giving a frue and fair view of the financial position ¢f the Parent Entity and Economic Enfity as ot
30 june 2006 and of their performance, as represented by the resulls of thelr operations and their
cash flows, for the yeor ended on that date; ond

{ii] complying with Accounting Standards in Australia and the Corporations Regulations 2001; and

{bl  there cre reascnabie grounds to believe that the Company will be able o pay its debts os and when
they become due and payable.

The Chief txecutive Officer and Chief Hnoncial Officer have each declared that:

» the financial records of the Company for the finaoncial year have been property maintained in
accordance with section 286 of the Corporatficns Act 2001;

#  the financid statements and notes for the financial year comply with the Accounting Standards; and

» the financial statements and notes for the financial year give a true ond fair view.

Signed in accordance with o resolution of the directors:

J Andrys
Director

Dated at Paerth, Western Australic, this 29th day of Septembear 2004
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Grant Thornton &

Grant Thornton Western Australian Partnership
ABN 21 085 022 882
Chartered Accountants, Business Advisers and Consultants

INDEPENDENT AUD{T REPORT TO MEMBERS OF WEBSPY LIMITED AND
CONTROLLED ENTTYIES

Scope
The Financial Report and Directors’ Responsibility

The financial report comprises the balance sheet, income statement, statement of changes i
equity, statement of cash flows, Qccr)mp’m\mg aotes tn the financial statements, and the
directors’ declaration for both WebSpy Limited {the Company) and WebSpy Limited and
Controlled Entides (the consolidated entity), for the vear ended 30 June 2006, The consolidated
entity comprises both the company and the entities it controlled during that year.

The directors of the company are responsible for the preparation and tue and fair presentation
of the financial report in accordance with the Corporations Act 2001, This inclades
responsibility for the maintenance of adequate accounting records and internal controls that are
designed 1o prevent and detect fraud and error, and for the accounting policies and accounting
estimates inherent in the financial report

Audit approach

We conducted an mdependent audit in order to express an opinion to the members of the
company. Our audit was conducted in accordance with Australian Audinng Standards, 1 order
to provide reasonable assurance as to whether the financial report s free of material

misstatement. The nature of an audit s influenced by factors such as the use of professional

judgment, selective testing, the inherent mitations of internal control, and the availability of
persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that all
material misstatements have been detected.

We pufolmnd procedures to assess whether in all material respects the financial report presents
fairly, 1 accordance with the Corporations Act 2001, including compliance with Accounting
Standards and other mandatory financial reporting 1cquzu,me,ﬂt=, in Australia, a view which is
consistent with our understanding of the company’s and the consolidated entity’s financial
position, and of their performance as represented by the results of their operations and cash
flows.

We formed our audit opinion on the basis of these procedures, which included:

. examining, on a test basis, information 1o provide evidence supporting the amounts and
disclosures in the financial report; and

. assessing the approprateness of the accounting polictes and disclosures used and the
reasonableness of significant accounting estimates made by the directors.

Lavet §

256 St Georges Terrace
Pertin G000 Australia
GPO Box #1213

Parih WA 6844

T + 61 8 2481 1448

F +&1 80481 0152

E giperth@giwa. com.au

w www.grantthornton.com.au

An independent Waslern Australian partnership entitfed (o trade under the international name Grart Thornton.
Srant Thomdon is a trademark owned by Grant Thorndon International and vesed under Bcence by indapendent finms and antities throughoot the wordd,
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Grant Thornton Western Australian Partnership
ABN 21 085 022 882
Chartered Accountants, Business Advisers and Consultants

INDEPENDENT AUD{T REPORT TO MEMBERS OF WEBSPY LIMITED AND
CONTROLLED ENTITIES (cont)

While we considered the effectiveness of management’s internal controls over financial
reporting when determining the nature and extent of our procedures, our audit was not
designed to provide assurance on internal controls.

Our audit did not involve an analysis of the prudence of business decisions made by the
directors or management.

We have read the other information in the annual report to determine whether it contained any
material mconsistencies with the financial report.

Independence

In conducting our audit, we followed the applicable independence requirements of Austraiian
professional and ethical pronouncements and the Corporations Act 2001

In accordance with ASIC Class Order 05/83, we declare 1o the best of our knowledge and belief
that the auditor’s mndependence declaration has not changed as at the date of providing our audit
opinton.

Audit opinion

In our opinion, the financial report of WebSpy Limited and Controlled Lintities is in accordance

with:
a) the Corporations Act 2001, including:

Iy giving a true and fair view of the company’s and consclidated entity’s financial
position as at 30 June 2006 and of their performance for the vear ended on that
date; and

() complying with Accounting Standards in Australia and the Corporations
Regulatons 2001; and

b} other mandatory financial reporting requirements in Australia,

Inherent Uncertainty Regarding Continuation as a Going Concern

Without gualification to the audit opimion expressed above, attention is drawn to the following
matter. As a result of the matters described m Note 1 (d) 1o the financial statements, there is
significant uncerminty whether the consolidated ennuty will be able 1w continue as 2 going
concern and therefore whether it will realise 1ts assets and extinguish it liabilities in the normal
course oof business and at the amounts stated m the financial report.

GRANT THORNTON WESTERN AUSTRALIAN PARTNERSHIP

GREC

Partner

Perth, WA
Dated this 280 day of September 2006

An independent Waslern Australian partnership entitfed (o trade under the international name Grart Thornton.
Srant Thomdon is a trademark owned by Grant Thorndon International and vesed under Bcence by indapendent finms and antities throughoot the wordd,
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SHAREHOLDER'S INFORMATION

Details of shares and options as at 10 October 2006:

Voling Rights
The voting rights attaching fo ordinary shares are:

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

Options do not carry any voting rights.

Restricted Securities

The Company has no resiricted securifies.

Substantial shareholders

The number of shares held by substantial sharehclders and their associates are set out below:

Substantial shareholder Number of Shares
Kim Hin {Malaysia) Sdn Bhd 16,282 500
My Williom Paut Brooks 13,834,401
My Johnnie Chua 13,685,167
Mr Jack Paul Andrys 8,750,078

On-Market Buy Back

There is no curent on-market buy-back.

Distribution schedules

Distiibution of each ciass of securnity as at 10 Ocicber 2006:

Crdinary fully paid shares Unfisted opfions

Range Holders Units Zo Range Holders Units T
I - 1,000 33 29,958 0.03 b~ 1,000 o 0 0.00
1.0 - 5000 09 353,104 0.30 1,00 - 5000 0 0 0.00
5001 - 10,000 101 864,640 0.73 500 - 10000 0 0 0.00
0,001 -~ 100,000 335 12194,141 10.24 10,00 -~ 100,000 0 0 0.00
100,001 - Over 28 105,699.432 £86.03 100,001 - Over 2 14,000,000 10000
Total &76 119,141,275 106.00 Total 2 14,000,000 100.00

Unmarketable parcels
Holdings fess than a marketable parcel of ordinary shares (being 18,517 as at 10 October 2004):

Holders Units

300 2,06%.981

50



WEBSPY LIMITED

AND CONTROLLED ENTITIES

SHAREHOLDER'S INFORMATION

Top holders

the 20 largest registeraed holders of each class of security as at 10 October 2004 were:

Fully paid ordinary shares

51

No. of

Name Shares T
1. Kim Hin {Maiaysia) Sdn Bhd 16,282,500 13.67
2. MrJSH Chuo 13,685,167 11.49
3. Mrdack Poud Andrys 8,750,078 7.34
4.  Baracus Pty Lid 8,005,585 672
5. Gibson Caopital Pty Lid 5,849 754 491
6. Mr William Paul Brooks <Brooks Super Fund> 5829016 4,89
7. Underpass Hoidings Pty Ltd 4,501,586 3.78
8. Casir {Australic) Pty Ltd 2,967,500 2.49
2. MrThomas McGellin and Cynthia Lyen 2,863,600 2.40
10. Pacific Link Global Enterprises 2,685.945 2.25
11. Siaw Yian Chong 2,295,002 1.93
12. Mr Ben Rockefeller 2,160,000 1.81
13. Prosperity Finance Co. Lid 2,068,916 1.74
14. Paul Bernard McCarthy 2,000,000 1.468
15. Chui Tham Chua 1,985,000 1.67
14. Annagrove Py Lid 1,500,000 1.26
17. Royal Sunset Pty Lid 1,370,000 1.15
18. Wai Heng Ho 1,283,524 1.08
19, Jayiin Pty Lid <linden Super Fund> 973,460 .82
20. Microvision Consulialions Pty Lid 725,000 .61
87,781,633 73.6%

Unfisted Opfions exercisable af $0.055 on or before 31 December 2006
No. of
Name Oplions %

1. Bluemon Py Lid 4,000,000 50.00

2. Underpass Hoidings Pty Litd 4,000,000 50.00

8,000,000 100.00

Uniisted Opftions exercisoble af $0.07 on or before 31 December 2007
No. of
Name Oplions %

1. Bluemon Py Lid 4,000,000 50.00

2. Underpass Holdings Pty Lid 4,000,000 50.00

8,000,000 100.00




