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References to the entities throughout this report are as follows:

— Parent entity or the company refers to ECSI Limited ("ECSI™)

— Consolidated entity or group refers to ECSI| and its controlied entities E-Control
Pty Ltd ("E-Control"} and Electronics and Computing 21 Limited ("EC21™)

—  Controlled entities refers to E-Control and £C21
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Directors Keport

Your directors present their report on the consolidated entity consisting of ECSI Limited and its controlled entities for
the financial year ended 30 June 2003.

RO O

The names and details of the company’s directors holding office at anytime during or since the end of the year are as
foliows:

Eone-Exacutive Chairman

James Green 8 Pharm
Age 58

Jim was appointed Non-Execulive Chairman of ECSI on 26 October 2001 and of E-Confrol in May 1989, He is a
member of the company's remuneration, audit and new business commitiges.

Jim brings strong businiess development and commercial skills to ECS! and has been a director of companies
associated with his brother, Graeme Green, in the development and marketing of smart card systems for 17 years.
He was previously a Non-Executive Director of Coms21 Limited, a technology focussed entily listed on the ASX. Jim,
by profession a pharmacist, continues to be involved in the development and operation of a variety of business
concerns including public relations and media, function centres and retail distribution.

He lives in Melbourne, Australia.

Exsoutive Diirectors

Graeme A. Green Dip.Eng. {CEQ & Managing Director}
Age 52

Graeme was appointed Chisf Executive Officer {"CEQO"} of ECSI on 17 October 2001 and of E-Controf in May 1999,
Graeme founded E-Control to commercialise smart card based access controf and security monitoring systems.

Graems has been inveolved in numerous smart card businesses since the mid 1980s including being Managing
Director of Coms21 Litd, an entity listed on the Australian Stock Exchange. Graeme brings a unigue understanding of
China to ECSI and has been involved in developing business and governmenit relationships throughout China,
including those with Beijfing Jeton: Yangtze Technology Compary Limited {"Jeton™) and Lu Xiao Bing, since 1982.

He lives in Canberra, Australia and travels regularly to China and Hong Kong.

Eor-Eraoidive Dirgciors

John Wallace Sharp
Age 58

John was appointed as a Non-Executive Director of ECSI on 26 October 2001 and of £E-Control in July 2001. He is a
member of the company's remuneration, audit and new business commitiees.

John brings extensive security knowledge and experiernice fo the board of ECSI. He is currently Managing Director of
Emerald Security Management {Asia/Pacific} Pty. Limited, a security management company based in Sydney with
assoctates throughout Australia, Asia Pacific, the Americas and Europe. John formerly hietd command/management
positions in training, intelligence, international operations, investigations, protection and special operations with the
Australian Federal Police and associated agencies. He was a recipignt of the Police Overseas Service Medal,
National Meda! and clasp, United Nations Medal and the Royat Papua New Guinea Constabulary Ceritenary Medal.

He lives in Canberra, Australia and maintains an office in Sydney.
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Dr Huang Xu {Ben) Ph.D., B.Bus {appointed 1 July 2002}
Age 48

Ben was appointed Non-Executive Director of ECSI on 1 July 2002 and provides on the ground experience of the
Chiniese market as well as extensive contacts to ECSI.

Ben currently runs his own business consultancy practice in Beijing where he assists new and established businesses
across China develop aliances and parinerships to take advantages of opportunities arising from the opening up of
the Chinese economy. Previously Ben worked for Coms21t, an entity listed on the Australian Stock Exchange, as
General Manager of its Chinese operations and the Research Centre of Development for the Chinese Centrat
Government, developing extenisive contacts and networks.

He tives in Beijing, China.

In addition to the above, the following Director resigned during the year:

Mal Weston (resigned 1 August 2003}

SOMPANY BEGRETARY
Stacey was appointed interim company secretary of ECS! and E-Conirol on 24 April 2003.

Stacey hias been involved in the financial and administrative functions of public companies for over six years and was
assistant fo the former company secretary. Stacey has been an integral part of the financial anid administrative
marnagement of EC8!'s operating subsidiaries since incorporation in 1999,

FRESCH AL AOTRATIES
Since the consclidated entity was created on 11 February 2002 when ECSI purchased E-Control and #s wholly
owned subsidiary EC21 the principal activities of the consolidated ertity have been as follows:

« Research, design and provision of security monitoring and access controt system enhancemerits to the
National Alarm Resporise (NAR) system being establishied in China by its partnier, Jeton Yangtze
Technology Company Limited {"Jeton"); and

« Provision of technical and financial support fo Jeton fo assist with the rollout of the NAR Systam,

There have been no significant changes in the nature of those activities during the year.

Z [Hractors Repost
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RSB OO P ERAT NS

. Consolidated Entity ECSI Limited
Rasuits for the year AS000 A$000
Revenues from ordinary activities 749 5
Loss from ordinary activities after tax attributable to {63,108} {45,508)
mambers
Earnings per share Cernits
Basic earmings per share {26)
Diluted sarnings per shiare {25}

The net losses reported for the consolidated and parent entities ($53.1 million and $49.5 million respectively) include
non-cash write downs totaling $51.8 million in the consolidated entity and $45.2 miillion in the parerit entity.

Resulis for the period (excluding non-cash write downs) are as follows:

_ Conisolidated Entity ECSI Limited
Resuits exciuding non-cash write A$000 A$'000
chomyris
Revenues from ordinary activities 745 5
Loss from ordinary activities after tax {1,313} {291}

attributable to members

in 2003 the consoclidated entity has reported, for the first time, operating revenues totaling $0.4 million. This revenue
is largely due to the revised Technical and Investment Co-operation Agreement entered into with Jeton, the group's
joint veriture partner in China.

The revised agreement entitles the ECSI group to 25% of Jefon's net profit generated from the base National Alarm
Response {("NAR") system. In addition to providing an immediate revenue sousce, under the revised agreement the
group provided a project facility of A$8.9 million to Jeton for the use in the roll out of the NAR system. The NAR
system provides a secure commurications network for on-line security monitoring of buildings, vehicles and parsonal
residences.

Operating reveriues from the current period are based on returns from one cperational city, Chengdu. Jeton has
licences 1o roll out the NAR system in ten cities throughiout Chinia and is in the process of obtaining an additionat
twenty licences.

During the current period significant expendifure has been incurred by Jeton due to the upgrade of the base NAR
system in anticipation of the Beiiing Olympics. Whilst we are disappointed that this upgrade has delaysed the
completion of rolt outs in additional ciies and decreased the net returnis for the current pericd, we are also excited by
the base that this upgrade provides for ircreased future retums.

in addition to the revised coniract, during the year the company also annocunced the plan fo take an equity position in
Jeton via an offshore lisfing. Directors are pleased with the progression of the proposed equily placement and are
locking forward to the additional benefits that will flow to £ECSI under the arrangement.

EFENDE

No dividends have been paid or declared by the consolidated entily since it was created and the Directors do not
now recommend any payment of dividends.

3 [Hractors Repost
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SHCHNEIFTL ART CHANGES N THE BYVATE OF AFFLIRE
Former operations relating to previous periods

Prior to the purchase of E-Control in February 2002, ECS! {formerly named Omni Group Limited) operated in the
telecommunications industry. Omni Group was placed info administration in December 2000 after large trading
losses were incurred through some of its subsidiaries.

Omni Group was released from a deed of company arrangement in Ocfober 2001 and upon release entered into a
shiare purchase agreement under which it agreed to purchase E-Control via the issue of ordinary shares. Since it
was released from administration the company has riot resumed its former operations and none of the former
management is involved in the companies cusrent operations as a security development company.

Accounting policies

During the period the directors received correspondence from the Australian Securities and Investiments Commission
{"ASIC") in accordance with an accounting surveillance project being carried out with regard to the 2002 financial
year.

After significant correspondence with ASIC the following issues have been identified which effect this report:

« Comparative consolidated information 2002 - The 2062 financial report presented the financial results of the
cornisolidated entity for the period of existence being 11 February 2002 to 30 June 2002.

This approach was taken to ensure that the users of the financial report were provided with accurate resulis for
the consotidated eritity.

After correspondence with ASIC the comparative information in this report hias been restated from the previous
pericd report and now includes the parent entities operating resuits for the period prior to the existence of the
consolidated entity {1 July 2001 to 10 Febraary 2002).

The Directors advise that the operating resulis of the parent entity prior to the purchase of £-Contro! relate to
its former operations in the telecommunications industry and the operations of the administrators and those
results are not comparable to the entities current operations as a security technology compariy.

« Goodwill / Investment in E-Control - The 2002 financial report included an amount of $498,215 5286,
representing goodwiil arising from the acquisition of E-Conirol, reporiad in the consolidated entity. This
goodwill amourt represented the excess of the purchase price paid for E-Control {$52.28 million via the issue
of 130.7 mittion ECSI shares} over the net identifiable assets of £-Conirol {$3.06 million).

Prior fo the inclusion of goodwil! in the financials, the Birectors appotnted an internationally acclaimed
accounting firm to provide expert advice regarding some of the more complex accounting issues, including
goodwill. The advice received from the independerit expert supported the inclusion of goodwill in the financial
statements.

in accordance with the companies goodwill policy the Directors reviewad the carrying value of goodwill and
resolved fo write down the value 1o reflect the returns recorded in the current period. After significant
correspondence with ASIC the directors subsequently agreed to comply with ASIC's request and to write off
the unamortised goodwiil in full in the current period. Direclors alsc agreed, although it is against expert
advice oblained, to report the write down as a fundamental error on the basis that the goodwill should not have
beeri included in the previous period financial report.

The treatmenit of a goodwilt write off in the consolidated entity would not eliminate the initial investment
{$52.28 million} recorded in the parent entity. As such the write down has been recorded as a diminution of
the parent entities investment in E-Control. #or further information regarding goodwill and the £-Control
investment ses notes 1 and 4.

for further information regarding accounting freatments and policies see niote 1 to the accounts.

4 [Hractors Repost
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BEATTERS OF BIGRIFCANGE QUOLURRING SINCE THE EME OF THE FROANGIAL YEMAR
See "Capitat Structure” for information on the issue of shares occurring since the end of the financial year.

REMELY DEVELOPMENTS AND EXPECTED RESLHTE

The conisolidated entity intends fo contiriue with the supply of security monitoring and access cortrol system
enhancements to the NAR system as well as assisting Jefon with installation and fraining.

Whilst the upgrade of the base NAR system has delayed the provision of the above enhancements, it is anticipated
that additional cashflows and profits will be generated shortly from the supply of these enhancemenis. i is also
articipated that the upcoming months will see the announcement of additionat, Internationally recognised, pariners
recruited o assist ini rollouts throughout China.

in the lead up to the Beiiing Olympics ECSI and Jeton are well placed to capitalise on a riumber of security
opportunities and the board of directors look ferward to realising these opportunities.

BAPACT OF SEMVIRGMNMEXNTAL LEGISLATHON
Following a review of the groups operations, the Directors confirm that there are no particular environmental

obligations to which the company or any of iis controlled entities are subject to, outside of the usuat common law and
legislative requirements.

PREEMERA BT TN AND INEBURAKCE OF DIRECTORE AND OFFICERS

Indenmification

The company's consfitution provides for an indeminity of Directors and Officers where liahility is incurred in or arising
out of the conduct of the business of the compariy or in or arising out of the discharge of the duties of the Director or
Officer, unless the liability was incurred as a result of their dishonesty, negligence, lack of good faith or breach of
duty. The indemnification will also mest the fuill amount of any suchi liabifities, including legal fees, incurred in
defending any proceedings or appearing before any court, tribunal, government authority or otherwise.

inmuirnnoe Promivms

The company's constitution aliows for the payment of a premium providing insurance against liability arising out of
the conduct of the business of the company or in or arising out of the discharge of the duties of the Director or
Officer. To date no such premiums have been paid due fo the inability to sectre such insurance at reasonable cost.

PARTICULARS OF SHARES MELD BY DIRECTORS [N ECSE LIMITED AS AT THE DATE OF THIS
REPORT

Shiares beneficially held unless
Otherwise indicated ‘"

Quoted Escrow
Mr G.A. Green - 47 806,317
Mr J. Green - 47,806,317
Mr M.4. Weston . 4,387 366
Mr JW. Sharp “ "
{r X. Huang “ "

{1) Beneficially hetd ini own name, in name of trust, or nominee company or private company.
{2) Held in escrow until 8 April 2004,

There are no optioris on issus fo Directors.

i
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FERHEYY OF FIMANGESRL GO DTN
Capital Structure

{uring the peried their were no changes o the capitat structure however the company did issue a convertible riote
with a current face value of $250,000, convertible at the lower of market price or $0.40.

At the recommendation of the Remuneration Commitiee, the board established an option based employee incentive
schems in October 2002. The options have beer issued to atiract, motivate and retain key employees. The options
have a strike price of $0.40 and can be converted info ordinary shares on a 1:1 basis. One half of the options granted
vest after 12 months with the balarnice vesting in 24 months. Options at the date of this report total 2,250,000,

Since the end of the financial year the company has issued 4,361,642 ordinary shares at an issue price of $0.04 for
the purpose of debt and liability reduction.

Cash from Operations

Net cash oulflow from the groups operating activities for the period was $0.3 million, this result included minimal cash
receipts from the NAR system.

Whilst minimal cash receipis arising from the revised technical and investment agreement continue to be received it is
expected that additionial receipts will flow from the enhancemerits to be provided to the NAR system.

Liquidity and Funding

The group has cash on hanid of $0.92 million as at 30 June 2003. Bebt facilities maturing over the next 12 months
total $0.89 million. All debt facilities are fully utilised as at 30 June 2003. Whilst Directors believe that sufficient funds
will be generated from China operations over the next 12 months, the group may nevertheless raise additionat debt
aridfor equity funds shiould the opportunity arise.

ERERECTORE AND OTHER OFFIOBERE EMOLUMENTE

Femuneration policy

The Remuneration Commitiee of the Board of Directors is responsible for determining and reviewing compensation
arrangements for the Directors, the CEO and the execulive team. The Remuneration Commitlee assesses the
appropriateness of the nature and amounit of emoluments of such officers on a periodic basis by reference fo relevant

employment market conditions with the overall objective of ensuring maximum stakehoider benefit from the retention
of a high guaility board and executive team.

Remuneration of Non-Executive Directors is determined by the Board within the maximum amounis approved by
shiargholders from time fo time. This maximum is currently set at $250,000.

Details of the nature and amount of each element of the emolument of each Director of ECS1 and each of the five
executive officers of the consolidated entity receiving the highest emolument are set out in the following tables:

Eretorants of Directors of BOS Limited

Note Salary / Directors Fee Superannuation Totat
Executive Directors
Mr G.A. Green i 147,000 14,700 151,700
Mr M.J Weston® i 126,000 12,600 138,800
Non-Executive Directors
Mr J. Green ii 60,000 5,400 65,400
Mr JW. Shamp ii 45,000 4,050 48,050
Dr X. Huang' i 45,000 4,050 49,050

{i} Executive directors emoluments relate to the corisolidated entity.
{iiy Non Executive directors emoluments relats to the parent entity.

{1) Dr Huang was appointed as a Director of the company on 1 July 2002
{2) Mr Weston resigned as a Director of the company on 1 August 2003

[ [Hractors Repost
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Fxﬁmcﬂ-%@r}‘g"{egmm of thee Thew most highly pald executive officers of the company ard the consoiidated
ety

Salary Superannuation Total
Mr T. Stonie 160,000 14,400 174,400
Mr S. Oweri 128,333 11,580 139,883
Ms 5. Green 65,000 5,850 76,850
Mr S. Green 55,000 4,950 59,550
Mr C. Liu 46,000 4,140 50,140

{1} ECSI has no executive officers. All executive officers provide services 1o the consolidated entity.
{2} Excludes Executive Directors

R ECYORE MERTIMGS

The number of mestings of directors (including committee meetings) heid during the year and the number of
meetings attendsd by each director were as foliows:

Commiitee Meetings
Name Board Meetings Audit Remuneration New Business
Held Attended Hetd Aftended Hetd Aftenided Held Attended

{a) {b) {a) (b {a) (b} {a} {b)
br G.A. Green 5 5 * * * * * *
brJ. Green 5 5 1 1 1 1 6 2
kr M. Waeston 5 5 * * 1 1 6 1
MrJ.W. Sharp 5 5 1 1 1 1 6 5
Br. X. Huang 5 4 * * * * * *

{a} Number of meetings held during the time the Director held office during the pericd
{b} Number of meetings atiended
* Not a member of the Commitiee

FROGCEEDINGS OGN BEHALEF OF THE COMPANY

ECS! is the plaintiff in proceedings against Acuity Techniology Management Py Ltd and Mr Randerson (Supreme
Court of Victoria proceeding number 6126 of 1599} {the "Proceedings™.

ECS! is indemniified by the trustess of the Omni Limited Creditors Trust for any costs or fiabilities arising out of the
Froceedings. Any proceeds of the Proceedings will become the property of the above Creditors Trust.

The Omni Limited Creditors Trust relates fo the administration of the previous Omni business and all claims against,
or debts payabie by, ECSI, liquidated or uniiquidated, present or future, certain or contingent and admissible to proof
against :C81 have been wholly released and extinguished.

With the exception of the above Proceedings, no person has apptied for leave of Court to bring proceedings on behalf
of the company or infervene in any proceedings to which the company is & party for the purpose of taking
responsibility on behalf of the company for all or aniy part of those procesdings.

During the pericd the company has also taken action to recover $2 million from a party who subseribed and was
allocated shares under the March 2002 prospectus but whose chegue subsequently did not clear. For details on the
progress of this actiori see niote 25 - contingent assets.

With the exception of the above Proceedings, the company was not a party to any such proceedings during the
period.

7 [Hractors Repost
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ROOHIR NG OF AMOUNTS TO NEARERT THOUSANE DOLLARS

The amounts contained in this report and in the financial report have been rounded to the nearest $1,000 {where
rounding s applicable) under the oplion available to the company under ASIC Class Order 98/0100. The company is
an entity to which the Class Order applies.

Signied in accordance with a resotution of the directors.

b e

Graeme A. Green
Director

25 September 2003

8 [Hractors Repost
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Staternent of Financial Performance

PR SRS B SUME 2003 Merge CONBOLITATED ECEL LIMITED
2003 G - S 203 20z
BOuG BOuG Pous B OO
BEVENUES PROM ORDINARY AUTIITHES 2 S ag L 641 RS 515
Raw materials and consumables used '._(1_4) _ _
Depreciation and amortisation expenses 3a} C4B) f {1.028) R _
Borrowing costs expense 3ia) e {23} L {23) B
Salaries and employee benefits expense 1,987y (513) {183} - (120)
Write down of non current assets 3(b) {3,605 ¢ {3,577} Sl _
Correction of fundamental error 4 {48,190 _ (49,215) . _
Deed of company arrangement R _ LT (251)
Other expenses from ordinary activities 3fa) {764 {717 {299}
LOSH FROM ORIINARY AUTIVITIES BEFORE INCOME " {53,108) ... {5.217) (55)
TAK EIPENEE S e
income tax expense relating to ordinary activities {including 5 '
the effect of the correction of the fundamental error} _ B _ B B B
LOAEE FROM GRIMMARY SCTIITHS AFTER INCOME - (53,108) - {5,217} {£9,506) {55}
FAR ERFENSE L ST
Loss from extraordinary items after income tax henefit _ _ _ _
RET LOBS ATTRIBUTABLE TO MEMEERE 20(b} o {53,108) {5,217} o {49,506) (55)
MNet exchange difference on fransiation of financial statemaents L o _________________
of foreign controlied entity 20(a) {1,897 {1,233}
TOYAL REVENUES, EXPENSED AND VALUATION L
ARJURETHENTS ATTRIBUTABLE TO BEMBERS AND L L
BECOOMISED IIFECTLY B EQTY ©{1,897) - {1.233)
T aL CHANGES I BEOLITY GTHER VAN THOSE U T
RELELL THHG FROM TRAMBACTRHNE WITH OWNIERS 43 L e o
CANNMERS ATTRIBUTABLE TO MEMBERS {85,005) {8.450) {49,506} {85)
EARMEGE PER SHARE
Basic earnings per share (cents per share) 27 {26) {3}
Diluted earnings per share (cents per share} 27 {25) {3}

Firgreial Statermants
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Staterment of Financial Position

AT 30 HUME ZU03 Mote OB ETATED B EE LIMITED
2003 200 2003 AL
& B0 S0 S0 & O

CHRRENT ABSETS D O ——
Cash assets 21(b) 11,887 - oo _ [
Recelvables 53 542 68 80
TOTAL CURRENT ASBETS 12420 0 68 86
MORLCURRENT S88ETS S
Recelvables 7 _ 14,359
Other financial assets 8 156 52,280
Property, plant and equipment 10 43 _
intangible assels 1x 48,180 _
Other 12 _ 3470 _ _
TOTAL MON-CURRENT a88EYS 777 5,669 51,859 17,603 66,6839
TOTAL A5BETS 10,698 63,6988 17,671 66,725
CUREENT LU ITHES o '
Payables 13 4,817 2,883 Ak
interest-bearing liabilities 4 - 20 _
Provisions 15 69 _ _
TOTAL QURRENT Liaggimes 7 5,378 3ore 1,169 717
MO URRERNT LIARIEITIS
Payables 16 889 _
interest-bearing liabilities 17 b _ _
Provisions 18 84 _ _
TOTAL HORGCURRENT L meEs o e 712 1303 T _ B
TOTAL LIABLITHES .6,09{] 4378 1,169 747
HEY ABBETS 4,608 50,643 16,502 66,008
BEOLITY '
Parent entity interest L

Contrbuted squity 19 :- -..B8,305 - 88,305 88,305

Reserves 20 - (3,130) {1,233 _ _

Accumulated losses 20 {80,567) {27,458} {71,803) {22,297}
FAFEAL BOLHTY 4,608 50,613 16,502 66,008

T

Firgreial Statermants
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Statement of Cash Flows

PR BN RO JUNE 200 HMote SRR A AT RS G E] LTS
ALy PITHEE - BT F003 2%
&0 BoLHH BoLHH FoOUG
CAGH FLOWS FROM OPERSTIG SCTIVITES R S
Receipts from customers _ _
Payments to suppliers and employees {992} {192}
interest received 4 4
Borrowing costs {9} R -
Administration deed loss _ _ _ {420}
MET CARM GUTPLOW FROM OPERATING 2¥ay L (263) {997} I iy {608}
ALTTATHES
CABH FLOWS FROM INVEBTING ACTIVITIES
Advances to refated parties _ {13,443}
Repayment of advances to related parties _ _
Loans advanced {257} _
Payments for property, plant and equipment {1} _
Proceeds from sale of property, plant and equipment . ™45~ e - _
Payments for development costs _ {134} _ _
BMET CABH CRITFLOW FROM IMVESTING Lo A5 {392} L(25ty. {13,443}
ALTTATHES
CARH FLOYWE FROG FRGANCTNG ACTIVITHES R
Proceeds from issues of ordinary shares - L 13,447 13,447
Proceeds from issues of convertible notes 250 - - -
Proceeds from borrowings R 6. 688 801
Repayments of borrowings R V) {22 T (11}
Advances of borrowings {8,870) _ _ _
RMET CABH INFLOW FROM FINANMCING (8,840) 14,113 U 250 7 14,037
ALTTATHES
HET feCREASEDECREAREY I CASH HELD ﬁ_"(8,888) 12,724 {14}
Cash at the beginning of the period 11,587 .- 20 20
Exchange rate variations on foreign cash balancas T{1,780) {1,157} _ _
CAEH AT TR EMD OF THE FIRAMOIAL YEAR 2tpy 819 11,887 _ &

il

Firgreial Statermants
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Motes to the Financlal Statements

0 M ZO0E

. BUREARY OF BIGMIFHIANT ACCOUNTING POLICHES

The financial report is a general-purpose financial report, which has been prepared in accordance with
Accounting Standards, Urgent Issues Group Cornisensus Views, other authosilative pronouncements of
the Austratian Accounting Standards Board and the Corporations Act 2001.

The financial report covers the consolidated entity comprising ECS1 and its controlled entities and
ECSI as an individual parent entity. ECS! is a listed public company, incorporated and domicited in
Australia.

The financial report has been prepared on an accruals basis and is based on historical costs and does
not take into account changing money values or, except where stated, current valuations of non-
current assefs. Cost is based on the fair values of the considerations given in the exchange for
assets.

The following is a summary of the material accounting policies adopied by the consclidated entily in
the preparation of the financial report. The accounting policies have been consistenitly applied, unless
ctherwise stated.

{a) Prior year comparative amounts

The consolidated entity first came info existence during the previous reporiing period on 11
February 2002 when the parent entity acquired E-Control and its wholly owned subsidiary EC21.

The parent entity, £ECS81, previously operated in the telecommunications sector until it was placed
into Administration in December 2000. A deed of company arrangement was entered into in
February 2001 with the approval of s creditors. This deed was terminated in October 2001 and
the administrators were dismissed. Since this point in time neither the parent entity nor any of its
subsidiaries have recommericed the former telecommunications business and o former
management or direclors are involved in the parent entity's activities.

The parent entity's financial results prior fo the acquisition of E-Conirol relate to the former
telecommunications business, operations of the administrators and the execution of the deed of
company arrangement. These activities are not relevant to the parent entity’s current operations
as a security technology company.

{b) Changes in accounting policies

The accounting poficies adopted are consistent with those of the previous year except for the
following:

(i} Prior year comparative amounts

in the previous period financial repert the 2002 results of the consolidated entity were reported for
the period that the consolidated ertity existed being 11 February 2002 to 30 June 2002,

This approach was faken by Directors, after oblaining expert opinion from a top 5 accounting firm,
to provide financial information that reported the actual financial result for the consolidated entity
from the pericd of existence.

During the current period the Directors received correspondence from the Australian Securities
and Investmenis Commission ("ASIC"} in accordance with an accounting surveillance project
being undertaker by ASIC.

ASIC advised that by interpretation of AASB 1034 "Financial Report Presentation and
Disclosures” ("AASE 1034"} the consolidated financial resulis should include the parent entiies
operations prior to the creation of the consolidated entity.

To comply with ASIC's advice the comparative consolidated information for 2002 has been
restated to include the results of the parent eniities operations prior to the existence of the
consolidated entity.
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{c)

The parent entity resulis for the pericd prior fo the creation of the consclidated entity {1 July 2001
to 10 February 2002} relate to the entiies former felecommunications business and the
cperations of the company administrators.

The parent entities operating results prior fo the existence of the consolidated entity are not
related or comparable to the eritiies current operations as a security techinology company.

fif} Goodwill
In the previous period financial repost the consolidated entity included an amount of $45,215,526

in goodwill arising from the February 2002 acquisition of &-Controt {less amortisation expense for
the period of $1,025,323).

The consideration for the purchase was $52,280,000 payable through the issue of 130.7 million
ordinary ECS! shares, fully paid at $0.40. The fair value of the identifiable net assets of E-Control
acquired was $3,064 474, The excess of the purchase consideration over the fair value of
identifiable net assets acquired was recorded as goodwill. This amount was $49,215,526.

The prospectus issued in March 2002 included consolidated pro-forma financial statements to
show what the combined group would look like. In these pro-forma accounts, which were
indicative only in nature and not statutory accourits of the consolidated entity, the Directors
decided fo write-off the goodwill amount and carry the investment in E-Control at a value
equivalent to the net identifiable assets.

Prior to the inclusion of goodwill in the previous pericd financiat report the Directors commissioned
a top five accounting firm to review and advise on complex accounting issues including that of
goodwill. Considering the expert advice oblained and based on the forecasted returns expeacted
to be gained under the Jeton contract the Directors resolved o include the goodwill in the 2002
finarcial results.

The corresponderice recelved by Directors from ASIC in accordance with ASIC's accounting
surveillance project included a review of the goodwill treatment recorded in the entities 2002
financiat report.

In accordance with the entities accounting policies the Direclors reviewed the carrying amount of
the unamortised goodwilt balance and after a review of current period resuits resolved to write
down the value fo reflect actual retumns gained in the current period.

ASIC reviewed the Directors proposed tfreatmeni of goodwill however alter significant
corresponderice did not agree with the proposed goodwill write down.

ASIC advised Directors that the inclusion of the goodwill in the 2002 financial report was not in
accordance with AASB 1013 "Accounting for Goodwill” based on the lack of evidence available to
support the value of goodwill as at the date of acquisition.

in accordance with ASIC's advice the Directors agreed to write off the full amount of goodwill in
the currerit period and to treat the write off as a fundamental error in accordance with AASE 1018
"Statement of Finarcial Performarnce”.

Accordingly the Investment in E-Control has been wrilten down, as a permanent diminution, to
$3,064 474

For further information regarding the write off see note 4 fo this report and the general
commeritary included in the "significant changes in the state of affairs” included in the Directors
Report.

Principles of consolidation

The consolidated financial information reports the resulls of the consolidated entity, which
consists of ECS!, E-Control and EC21 (China).

The consolidated entity was created on 11 February 2002 when ECSI purchased E-Control and
EC21. As discussed above ECS{'s operations prior to this acquisition are neither relevant nor
comparable to current operations hiowsver to comply with AASB 1034 the comparative
consolidated information has been restated to include the parent entities operations prior fo the E-
Control acquisition on 11 February 2002.

All intercompany balarices and transactions between entities in the consoclidated entity hiave been
sliminated in full including any unrealised profits or losses.
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{d} Foreign currencies

{e)

Transiation of foreign currency transactions

Transactions in forsign currencies of entities within the consolidated entity are converted fo local
currency at the rate of exchange ruling at the date of the transaction.

The gains and losses from conversion of short-lerm assets and liabilities, whether realised or
unrealised are included in the profit from ordinary activity as they arise.

Armounts payabie to and by the entilies within the consolidated entity that are outstanding at the
reporting date and are denominated in foreign currencies have been converted to local currency
using rates of exchange ruling at the end of the finanicial year.

Translation of financial reports of overseas operations

The operations of EC21 in China are deemed self-sustaining, as it is financially and operationally
independent of ECS!. The financiatl reports of EC21 are franslated using the currerit rate method
whereby trading resulls are corniverted at the average rates of exchange for the year and assets
and liabilities are converted at the closing rates on the period end date. Any exchangs
differences arising on the transiation are taken directly fo the foreign currency translation reserve.

Cash and cash equivalents

Cash on hand and in banks and short-term deposits are stated at nominal value.

For the purposes of the Statement of Cash Flows, cash includes cash on hand and ini banks.

Interest is charged as an expense as it accrues.

{f) Investments

{9)

{h

All non-current investmeants are carried at the lower of cost or recoverable amount.

Recoverable amount

Non-current assets measured using the cost basis are not carried at an amount above their
recoverable amount, and where carrying values exceed this recoverable amount, assets are
written down. Recoverable amount is calculated as the net amount expected fo be recovered
through cash inflows and outflows from the assets continued use and subsequent disposal.
Discounting has riot besn used.

Property, plant and equipment
Cost and valuation
All classes of plant and equipment are measured at cost.
Depreciation
Depreciation is provided on a diminishing value basis on all plant and equipment.

Depreciation rates used for
sach class of assels are as

fotlows:
Piant and equipment 25% - 40%
Motor vehicles 22.5%

14
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{i

Leases

Leases are classified at their incepfion as either operating or finarice leases based on the
economic substance of the agreement so as to reflect the risks and benefils incidental fo
ownership. The consolidated entity presently has no finance leases.

The minimum lease payments of operating leases, where the lessor effectively retains
substantially all of the risks and benefits of owriership of the leased item, are recognised as an
expense on a siraight-line basis.

{iy Intangibles

Goodwilt

As discussed in Note 1{b) (i) the goodwill amount of $4%,215,526 {less amortisation expense)
reported in the 2002 financial report has been written: off and treated as a fundamentat ersor in the
current period report.  This freaiment has been faken by Directors after advice received from
ASIC in accordance with an accounting surveillance project undertaken by ASIC for the previous
reporting pericd.

The previous period accounting policy for goodwill was as follows:

The reported goodwill is being amortised over a 20-year pericd as the benefils accruing fo the
consclidated entity from s relationship with Jefon are expected o extend well beyond the current
10-year life of the existing conlract. The amortisation process commenced in February 2002,
coinciding with the acquisition of E-Control.

Consistent with the requirements of AASE 1013 Accounting for Goodwill, Direcltors will reguiarly
review the carrying value of goodwill which will be written down i if no longer safisfies the future
benefits fest.

For fusther information regarding goodwill treatment see Note 1 {b) {ii} and Note 4 1o this report.

{(k} Other non-current assets
Research and development costs

Research and developmenit costs are expensed as incurred, except where fulure benefits are
expected, beyond any reasonable doubt, fo exceed those costs. Where ressarch and
devetopment costs are deferred such costs are amortised over the 10-year life of the Jeton
contract, with amoriisation commernicing when sales revenus is first booked under that contract.

The carrying value of research and development is reviewed annually by the Directors and written
down where it is conisidered appropriate.

In accordance with the entities policy, during the current period the Directors have reviewed the
carrying value of these costs and have resoclved to write down the carrying value to nil.

The deferred costs relate to the camrying out of research and development in Australia on a varsisty
of projects specifically conducted for the purpose of meseting its contractual obligations under the
Jeton Supply Contract and to earn profit from the provision of security monitoring and access
control system enhancements.

The Directors resolution to write off the deferred cosis was based on a review of current period
resuits and the inability of the entity fo gain retumns from the deferred costs in the current period
via the supply of enhancements o the NAR system.

Whilst Directors believe that significant gains will be forthcoming via the supply of enhancements
for the NAR system no such resulis have been recorded in the current period and thus these
henefits cannot be assessed beyond any reasonabile doubt.
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Expenditure carried forward

Experniditure carried forward will be amortised over the 10-year life of the Jeton coritract, with
amortisation commencing when sales revenue is first booked under that contract.

The carrying value of development and preliminary expenditure is reviewsd annually by Directors
and written down where it is conisidered appropriate.

In accordance with the entities policy, during the current period the Directors have reviewed the
carrying value of these costs and have resolved fo write down the carrying value to nil.

The deferred cosis relate to devslopment and preliminary expenditure in China consisting of pre-
rollout and systems developmerit costs necessarily incurred as part of the successful and
profitable commercialisation of the contract with Jeton. These costs were capitalised in
accordance with AASE 1010: Recoverable Amount of Non-Current Assels as future benefils are
expected, beyond any reasonable doubt, fo exceed those costs.

As per research and development costs, the Directors resolution to write off the deferred costs
was based on a review of current period resulls and the inability of the endity o gain refurns from
the deferred costs in the current pericd via the supply of enhancements {o the NAR system.

{Iy Payables

Liabilities for trade creditors, accruals and other amounts are carried at cost which is the fair value
of the consideration to be paid in the fulure for goods and services received, whether or not billed.

Payables to related parties are carried at the principal amount. Interest, when charged by the
lerider, is recognised as an expense on an accrual basis.

{m

Lt

Interest-bearing labilities
All loans are measured at the principal amount. Interest is chiarged as an experise as it accrues.

{n) Provisions

Provisions are recognised when the group has a legal, equitable or constructive obligation to
make a future sacrifice of economic benefits to other entities as a result of past fransactions or
othier past events, and it is probable that a fulure sacrifice of economic benefits will be required
ard a reliable estimate can be made of the amourt of the obligation.

{o) Confributed equity

issued and paid up capital is recognised at the fair valuse of the consideration received by the
parerit entity.

Any tranisaction costs arising on the issue of ordinary shares are recognised directly in equity as a
reduction of the share proceeds received.

T
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{p) Revenue recognition

Reveriue is recognised to the extent that it is probable that the economic benefits will flow to the
group and the reveriue can be reliably measured. The following specific recognition criteria must
also be met before revenue is recognised:

Sale of goods
Controt of the goods has passed o the buyer.
Rendering of services

Where the contract ouicome cani be reliably measured, control of the right fo be compensated for
the services and the stage of completion can be reliably measured. Where the contract ouicome
cannot be reliably measured, revenue is recognised only fo the extent that costs have been
incurred.

During the period the entity has reported revenue under the revised Technical and Investment
Co-operation Agreement signed with Jeton in December 2002, The accounting policy in regard to
this new entilement is as follows:

Entitiement fo profit on the core NAK system

Based on 25% eniiftement fo nef profit earned from ail NAR system installations, both existing
and future, commencing on 1 July 2002. Enfitlement advised by Jefon in wriling on a quarterly
basis.

{g) Taxes
income faxes

Tax-effect accounting is applied using the liabiity method whereby income tax is regarded as an
sxpense and is calculated on the accounting profit after allowing for permanent differences. To
the extent timing differerices occur betwsen the lime items are recognised in the financial
statements and when items are {aken into account in determining taxabte income, the net related
taxation benefit or liability, calculated at current rates, is disclosed as a future income tax benefit
or a provision for deferred income tax. The net future income tax benefit relating to tax losses
and timing differences is not carried forward as an asset unless the benefit is virtually certain of
being reafised.

To date nel fulure income tax benefits have not been carried forward as it is not considered that
the virtual certainty test can be satisfied due to the start-up nature of the busiriess.
Goods and Services Tax (G5T)

Reveriues, expenses and assels are recogriised rigt of the amount of G5T except:

» where the GST incurred on a purchase of goods and services is rniot recoverable from the
taxation authority, in which case the G387 is recognised as part of the cost of acquisition of
the asset or as part of the expense item as applicable; and

» receivables and payables are stated with the amount of GST included.
The net amount of GST recoverable from, or payable o, the taxation authority is included as part
of currerit receivables or payables in the Siatement of Financial Position.

Cash flows are included in the Statement of Cash Flows on a gross basis and the GSY
compoenent of cash flows arising from investing and financing activities, which is recoverable from,
or payable to, the taxation authority are classified as operating cash flows.

Commiiments and contingencies are disclosed net of the amount of GST recoverable from, or
payable to, the taxation authority.
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{r} Employee entitiements

Provision is made for employse entittement benefils accumulated as a result of employees
rendering services up fo the reporting date. These benefits include annual leave and annual
leave loading (if applicable).

Liabilities arising in respect of wages and salaries, annual leave and any other emplovee
entilements expecied fo be settled within twelve months of the reporting date are measured at
their nominial amounts. Annuai leave expected fo be setled after 12 months but within 24 months
of the reporting date is aiso measured at nominal amounts.

The entity presenily has rio lorig service leave iabilities outstanding or accumulating due fo the
start-up nature of its business.

{s) Derivative financial instruments

Neither the parent entlily nor any of ils subsidiaries had any derivative financial insfruments
outstanding at the end of the period. None have been used or established between the end of the
period and the date of this report.

{t) Earnings per share

Basic EPS is caiculated as net profit {loss} atiributable to members divided by the weighted
average number of ordinary shares.

The calculation for Diluted EPS is calculated for the net profit atiributable fo members, adjusted
for the interest associaled with dilutive potential ordinary shares thal have been recognised as
expenses, divided by the weighted average number of ordinary shares and dilutive potential
ordiriary shiares.

{u) Going concern

This financial report has been prepared on a going coricern basis. This is notwithstanding that at
the present time the company is awailing working capital injection from several sources. These
include, but are not limited fo, an overseas working capital injection and the receipt of further
returns in relation to the NAR system. Should these funids not become available then a different
hasis of preparing the financial report may need to be adopted.
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7. REVERDE PROM ORARY AOTIVITIES e T
Revenue from operating activities
Revenue from sale of goods _ _
Revenue from services T _ _
Total revenue from operating activities _ _
Revenues from non-operafing activities
Foreign currency gain 26 _
Forgiveness of oan owed by ECS! Limited 580 590
Expense reimbursement from company arrangement 11 L
Net gains from disposal of property, plant & equipment 6 8
Superannuation surplus 2 2
Other revenue 2 2
interest from:
Other entifies 4
Total revenues from non-operating activities 615
Total revenues from ordinary activities 615

[

LOGES FROM GRIIBARY SCTIATIES

Loss from ordinary activities before income tax has been
determined after:

{a) Expenses
Cost of goods sold

Bepreciation of non-current assets
Plant & equipment

Total depreciation of non-current assets

Amorttisation of non-current assets
Goodwill

Total amortisation of non-current assets

Total depreciation and amortisation expenses

Borrowing costs expensed
Interest expense
Cther entities

Total borrowing costs expensed

Operating {ease rental
Minimum lease payments
Total operating lease rental

_ 1,025 _ _

_ 1,025 _ _
_________ X o2 — -
_______ o ” )
________ o " T -
________ e . R )
______ . s —
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{b) Significant items

The following significant expense item is relevant in explaining

the financial performance:

Write down of non-current assets:
Capitalised expenses 3,426 _
nvestments 150 _
Plant and equipment _ 1 _ _

3.605 Py

FUBMIRSRHERNT AL BERROR B WALUE OF E-QONTRIA

As reported in note (b} (i} and note 1 {j} the entiies consolidated accounts for 2002 included an amount of $49,215,526 goodwilt {less
amoriisation expense for the perod or $1,025,323} arising from the acquisition of E-Control on 11 February 2002. As disciosed in the
referenced notes the Directors agreed o comply with ASIC's advice that the goodwill should have been written off in full in 2002

{although this is against advice received from a top five accounting expert).

Accordingly the value of the investment in E-Confrol has been writfen down to the fair value of the assets at the time of acquisiion.

Had the write down occurred in the 2002 financial period, restated financial information for 2003 and 2002 would be as follows:

GO SO DT

ECE LIITED

e TR - BVEIOE SR H
FH0 R Bool B
Pro forma Statement of Financial Performance resataied Fratatad ragtated Rewutyted

REVENIIES FROM OREBNARY SCTHITHES 641 5 615
Raw materials and consumables used _ _ _
Depreciation and amortisation expense {1028) _ _
Borrowing costs expense {23} {23) _
Salaries and employee benefits expense C1,18T) (513) {164) {126}
Wiite down of non current assets .'._:{.3,695_} {3,577} _ _
Write off for Goodwilt on acquisition / Investment in E-Conirol L {48,150} _ (48,215}
[eed of company arrangemaent S _ _ {251}
Other expenses from ordinary activities o {?54} . (717} {109} {209)
LBy FEROGM ORIBRARY ACTITIRS BEFORE IMOGME TAX L {4,918) - - {53,407} {291} {48,270}
EEPERSE ce T
Income tax expense relating to ordinary activites 0 _ _ _ _
LR FROM ORIIBARY SUTIRITHES AFTER IMCOME TAX {4,918} {53,407} {291} {48,270}
BEPENEE R
Loss from extraordinary items after income taxbeneft T . _ _ _
HET LOBS ATTRIBUTABLE 7O MEMEERS 4918y {53,407} {291} {48,270}
Resfatement of Accumulated Losses el
Previously reported balance at the end of the previous financial year .: ..'_{2_7,4_59) {22,242} {22,257} {22,242}
Correction of fundamental error {48,1 90} ) @ {49,215) o
Restated accumulated losses at beginning of financial year : :.{'_2'5_,649) ) {22,242} {71,512} {22,242)
Net logs attributable to members '{.4,918} ) {53,407} {281) {48,270
Restated retained profits at the reporting date ’ {80,567} {75,648} {71,803} (71.512)

{i} Accumulated losses at the end of 2001 does not need o be restated because the fundamental error occurred during 2002,

2
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Prima facie tax on profit from ordinary activities {15,932} {1,565} {14,852) {16}
Tax effact of permanent differences ' T

Amortisation of intangible assets e 308 e _
Other non aliowable ftems 45355 554 e 66
T s 78) — "
Losses not recognised as future income tax benefits 577 703 76 {50}
Income tax attributable to ordinary activities _ _ S _ _
G RECERABLES (CURRENT)
Other debtors 6(i 258 _
G8T recoverable R : 183 a0
Other receivables sy o 101 R _
4,709 542 68 80
{a} Terms and conditions
{i} Represents funds advanced to Jeton under Technical and Investment Cooperation Agreements {Interest 5% per annum}
plus balance of profits payable from the base NAR system.
{ii} Other receivables are non-interest bearing and are expected to be recovered between 30 and 80 days.
Mote SRR O LATER S LIBTED
2003 A P ZouF
B F O OO O
7. RECEIVABLES (RON-CURRENT) R e e
Other receivables _ _
Provision for doubtful debts _ _
Related party receivables
Wholly-owned group R
Controlied entities a2 _ 44538 14,359
......... - - TV 13355
5,055 _ 14,538 14,359
{i} Includes balance of funds lent to Jeton under Technical and e Sl
Investment Cooperation Agreements {Interest 5% per annum)
8 OTHER FIANCIAL ASEETE INON-CURRENT}
investments af cost comprise:
Investments in non-controfled entities - unfisted _ 156 B _ -
T 156 L _
Invesiment in controlied entities - unlisted g _ _ o '3,064 o 52,280
_ 156 3,064 52,280
Total investments _ 156 - '3,064 - 52,280
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a. Controlled entities and interests
Farent wstity: BEOS! Dirnited
Controlled entiies of ECS] Limited:

Msryve Lroririry of Farcantage of sguily inferest rpvastrment
gy et
priilexs 2002 pitian] At
{ff{J % o $ %

Omnitet (Aust) Pty Lid Australia T R 100 1 1
Omni Easy Rent Pty Lid Australia 400 - 100 100 100
E-Confrot Pty Ltd Australia 400 100 3,064,474 52,280,000
Electronics & Computing 21 Limited China 16{) 100 _ _
E-Commaerce Development Limited HongKong 100 100 _ _
3,064,575 52,280,101

b. Controlled entities acquired
No entities were acquired during the current period.

in the previous reporting period ECSI acguired 100% of E-Control and if's Chinese subsidiary EC21 for consideration of 130,700,000 fully
paid shares at $0.40. ECS also acquired the right to 100% ownership in E-Commerce Davelopment, a non-operational shell established fo
conduct future operations in Hong Kong.

c. Confrolled entities disposed of

No entifies were disposed of during the curent period.  During the previous period ECS] wrote off s investment of $2 in Omni
Telecornmunications {Singapore} Ple Lid due to its deregisiration.  |n the current perod ECS! wrote down its investment in E-Control to
$3,064,474, for further information see note 1, note 4 and the general commentary included in the Directors Report.

Mote RSO HTATED EE] LIBTED
200 2007 204E% FIUE

B SO FUGT O
T PROPERTY, PLANT AND BECRHPMERNY R S

Plant and equipment

At cost D e 80 _ _
Accumuiated depreciation ) {25} o a6 _ _
Total property, plant and equipment won 14 43 _ _
{i} Reconciliation
Reconciliation of the carrying amounts of plant and
equipment at the beginning and end of the current period.
Plant and equipment
Opening balance _ _
Additions 1 _
Additions through acquisition of entities 48 _
Write off of assets scrapped during the period () _
Disposals _ _
Depreciation expense _ _
Net foreign currency movements arising from self- {5) _
susgtaining foreign operation
........ PP =
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Goodwill i _ 49,215 BT _ _
Accumulated amortisation _ {1,025) _ _
48,190 _

{

In the previous reporting period ECS! acquired E-Conirol for consideration of $52,280,000. The fair value of the identifiable net
assets of E-Controt at the time of acquisition was $3,064,474.
consideration over the fair value of the identifiable net assets acquired was recorded as goodwill in the accounts of the consolidated

entity.

As discussed throughout this report the balance of the carrying value of goodwill has been written off in the current peried and the
reporting of goodwill for the previous period has been treated as a fundamental error. For further information see note 1 {b} (i}, note

1 {jy and note 4.

Berte

RS OLHTATED
2003

200Z 203

in the previous reporting period the excess of the purchase

] T

ity
bt

TE. CFTMER MOM-CORRENT ARBEYE

a) Deferred regearch and development costs

Balance at beginning of vear
Additions through acquisition of entity

Research and development costs incurred during the
period and deferred

Wite down of recoverable amount

Balance at end of period

b} Deferred development and prefiminary costs

Balance at beginning of vear
Additions through acquisition of entity

Development and preliminary costs incurred during the
perod and deferred

Wite down of recoverable amount

Net foreign currency movementis arising from self-
sustaining foreign operations

Balance at end of perind

B

Bl FUGd

2,764
98

2,862

497
111
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T4 PAYARLES {CORRENT)
Trade creditors 13a)ip) o 1,395 424
Other creditors 13 {b} 36 _
Payable to direcltors and director related entities 32 25 _ - _
Accrued expenses 1,475 BRI ) SR 293
Non inferest bearing loan 13 (b} 52 _ _
4,817 2,08% 919 717
{a} Australian dollar equivalents of amounts payable in foreign
currencies not effectively hedged:
- Hong Kong and Singapore dollars a5
{b} Terms and conditions relating to creditors and financial
instruments:
{it Trade creditors are non-interest bearing and are normally
payable within 30 days
(it} Other creditors are non interest bearing and expected to be
repaid within 12 months
(i} Details of terms and conditions for related parties are set out
in note 32
{ivl Non interest bearing loans are expected to be repaid
within 80 days
T4, INTERESTBEARING LIABEITIES (CURRENT)
Unsecured
Convertible note _
Other loans 34 20 _ _
P 20 -
16, PEOVIBHGNS (CURRENT)
Employee entitlements 23 89 o _ _
. - -
TE, PAYARLES (NOR-CURRENT}
Aggregate amounts payable to related parties:
Dirgctor-related entities 32 585 988 _ _
...... 595 s — -
17, P TEREST ARG LIARILITHES (MON CURRERNT)
Unsecured
Other loans 34 _ 230 _ _
......... %0 e
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T8, PROVIBHONE (MORN-CURRENT)
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Employee entitlements 23 84 _ _
PYE— g -
T8, CORTRIBUVED BECRNTY
issued and paid up capital U e R
Ordinary shares fully paid 19(a) 88,305 88,308 88,305 88,305
88,305 88,308 88,305 88,305
{a} Movements in shares on issue
ABU3 FHEE
Morher of Bl Mtrrsiaey of BROG
ahrey alrEres
Beginning of the period 200,469,969 88,305 33,452,677 22,079
tssued during the year
Public equity raising {0l _ _ 21,924,501 8,770
Transaction costs {i} _ _ {581}
Purchase of E-Control it} _ _ 130,700,000 52,280
issued under share purchase agreament {iil) _ _ 14,392,791 5,757
End of the financial year 200,469,969 88,305 200,468,869 88,308

fiy 1n March 2002, ECSi issued 21,924,501 fully paid ordinary shares at $0.40 to raise funds for the rollout of the NAR system in
China and for the supply of its security monitoring and access control system enhancements. Costs associated with this equity
raising have been applied against contributed equity.

{ity On 11 February 2002 130,700,000 fully paid ordinary shares were issued for the purchase of E-Control and it's wholly owned
Chinese subsidiary, £C21.

(i} Under the E-Control share purchase agreement 2,683,188 fully paid ordinary shares were issued to E-Controf creditors in
settternent of $1,073,275 of outstanding liabilittes. A further 11,709,803 fully paid ordinary shares were issued for redemption of
a convertible note with a face value of $4,683,841.

{b} Terms and condition of contributed equity
Ordinary shares

Crdinary shares have the right to receive dividends as declared and, in the event of winding up the company, to participate in the
procaeeds from the sale of all surplus assets in proportion to the number of and amounts paid up on shares held.

Ordinary shares entitle their holder to one vote, either in person or by proxy, at a meeting of the company.
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20, RESERVES AN ACCUMULATED LOBBES
Foreign currency transiation 20ta) '{3,13{1} o (23 _ _
{3,130} {1,233} _ _
Accumulated losses 20(b) {80,567} (27.450) (22,207)
{a} Foreigh currency translation
{i} Nature and purpose of reserve
The foreign currency translation reserve is used to record
exchange differences arising from the transtation of the
financial statements of self-sustaining foreign operations.
(i} Movements in reserve SDREIEEEEE
Balance at beginning of peried {1,233} _ = 3 _
Gain {loss) on transtation of overseas confrolled entilies {1,897} {1,233} _ _
Balance at end of year {3,130} {1,233} _ _
{b} Accumuiated losses S e BRI,
Balance at the beginning of peried ;' {27.459) N {22,242} (22,297} S0 {22,242)
Net loss altributable to members of ECSI Limited (53,108} .. 1 (49,5086) .- {85)
Net loss attributable to members 1/7/01 - 10/2/02 i S 284 e o
Net loss attributable to member 11/2/02 - 3046/02 ] {5,501)
Balance at end of year {BC,567) {27,459) {71,803) {22,287}

{iity In the previous period financial report the results of the consolidated entity were presented for the period that the consolidated
entity existed being 11 February 2001 to 30 June 2002. To comply AASB 1034 "Financial Report Presentation and Disclosures”
{"AASE 1034"} the comparative financial information for the previous period has been restated to include the parent entity resulis
for the peried prior to the existence of the consclidated entity {1 July 2001 to 10 February 2002}.

i
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29, STATEMENT OF CASH FLOWS S B
{a} Reconciliation of the net profit after tax to the net : _
cash flows from operations LT D L
Net loss {53,108} .. (5.217) (48,508} - - (55}
Non-cash items in loss from operating activities S e
Bepreciation of non-current assets 3 _
Amortisation of goodwill 1,025 _
Write down in value of non-current assets 3.577 _
Forgiveness of liability owed by ECS1 Limited {590) {580}
Net {profit)ioss on disposat of plant and equipment _ {6}
Whrite down in goodwill / value of investment _ _
Bad debis _ _
Net forelgn currency {gains)/iosses {283 _
Other adjustments
Administrator and company arrangement costs 240 240
Other income for administrator {4) (4
Share issue costs written off {581) {581}
Changes in assets and liabilities
{increase)/decrease in receivables {68} {80}
{increase}/decrease in deferred research , development {61} _
and prefiminary sxpenditure
{increasel/decrease in non-current assets
{Decreaselincrease in trade and other creditors 672 4868
{Decreaselincrease in employse entitiements 33 _
Exchange rate variances
Net cash flow from operating activities {897} {608)
{b} Reconciliation of cash
Cash balance comprises:
Cash assets 11,587 &
Overdraft _ _
Closing cash balance 919 11,587 &
{c} Financing facilities available
At balance date, the following financing faciiities had been
negotiated and were available: L
Facilities available at balance date i 1,479 1,291 -
Facilities used at balance date '1',479 1,291 _
Facliies unused at balance date _ — -
{i) All ioan facilities are unsecured and include:
Non interest bearing amounts from director related 32 989 _
entities
Interest bearing amounts from other entities 250 _
Non interest bearing amount from other entity 52 _
Interest bearing convertible note _
1,291

27
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1 BTATEMERT OF CABH FLOWSE {comt'd)
{d} Acquisition of Controlled Entity
The group did not acquire any entities during the current peried.

in the previous period ECS{ acquired 100% of E-Control and it's wholly owned Chinese subsidiary EC21.

The purchase consideration for the acquisition was 130,700,000 fully paid ordinary shares in ECS! at $0.40 totaling $52,280,000. As
discussed in notes 1 and 4 the value of the E-Confrol investment has been written down to $3,0684,464 in the current period.

The group is investigating the acquisition of further entities 1o add additional value 1o the group however the quantum or timing of any
possible acquisitions cannot be assessed untit due diligence processes and valuations are undertaken.

Mere RSO HTATED ] LR
200 2002 AUHEE 2
et & G0 F GO b

Zd. ERPENIMTORE COMBITMENTS
{a} Lease expenditure commitments

Operating leases {non cancelflable).

Minimum lease payments 223} o o
Not later than one year 248 242 _
Later than one year and not later than five years 328 560 . 0 _
Aggregate lease expenditure confracted for at balance LIsT8 802 L _
date

Contingent lease payments 22}

Not later than one year 80 _ _
Later than one year and not later than fve years 106 88 _ _
Aggregate contingent lease expenditure 186 266 _ _

{#l E-Control has entered into a non-cancellable property lease over 3 years to accommedate future expansion
of operations and employess.

EC21 has entered into a month o month rental agreement for a period of 3 months.
Leased equipment is non cancellable over a peried of 3 years.

{H} Contingent lease payments relate to a non ococupied area of the property lease currently occcupied by a third
party.

{b} Capital expenditure commitments
The company presently has no capital expenditure commitments.
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COMMTIENTS
Employee Entitlements

The aggregate employee entittement liability is comprised of:

Provisions {current) i 88 _
Provisions {non-current) i 84 _ _
PP - -

i. Number of employees at end of financial year 13 o 2 3

it. Provisions consist of annual leave entitiements. No employees presently qualify for any long service enfiiement.

Superannuation Commitments
The company pays employee superannuation contribufions to various externally managed funds.
The company contributed the statutory rate of 9% of employee gross wages. Confributions for Executive Directors are at a rate of 10%.

Al superannuation schemaes to which the company contributes are accumulated benefit programs.

24, QUMNTRGENT LIARILITHS

ECS8! is the defendant in proceedings todged with the Supreme Cowrt in Victoria in September 2002,

The proceedings relate 1o a previous business venture, unrelated to the company’s present business. Whilst the Directors believe the
proceedings are without merit, the Omni Creditors Trust, established in October 2001, indemnities ECS! from previous liabilities in any
case.

20, CUOMNTRGENT ASRETE

The parent entity has commenced legal action against a parly who subscribed for and was allocated $2 million in shares under the March
2002 Prospecius but whose cheque subsequently did not clear.

The company has been successful in its action however the party has subsequently been entered into liguidation. Solicitors acting for the
entity are pursuing recovery with the parties liquidator however it is not presently possible to predict with any degree of certainty what the
quantum or timing of any recovery will be.

26, BUBISECHRIENT BEVENTS

The entify issued 4,361,642 ordinary fully paid shares ai $0.04 on 15 August 2003 for the purposes of debt and liability reduction.

2T ECONOMIC DEPENIENGY

The groups principal business is the supply of security monitoring and access control system enhancements to the NAR system currently
being established in China by Jeton.

EC21 entered into a 10-vear supply contract with Jeton in May 2001, This supply contract, whilst exclusive, does net oblige Jeton to
purchase any minimum amount of equipment from £C21 nor does i set any minimum prices.

The success of the group is to a high degree dependent on Jeton and EC21 continuing to have a close refationship and it being in Jeton’s
cornrnercial interest to continue doing business with EC21.

Over time it is the Boards intention to diversify the groups business operations to ensure that it is nof so heavily dependent upon its
retationship with Jeton or even upon doing business solely in China. It is however expected that for the next several years the success of
the entity will be closely tied to the success of Jeton.
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27

28

EOCOMOMID DEPENDHENCY {cunt™d)

In the mean time & number of risk management strategies have been put in place by the Board to protect and enhance the retationship
between Jeton and the group. These include:

» A Technical and Investment agreement has been entered into between Jeton and EC21 whereby EC21 will lend project funds to
Jeton 1o assist it accelerate the rollout of the NAR system. At 30 June 2002 $6.3 milion has been lent to Jeton;

s+ The principal shareholder and CEQ of Jeton, Mr Lu Xiao Bing is a substantial shareholder in EC3{ owning 16,000,000 shares
{approximately 8%}

= The Commercial Director of Jeton, Mr Du Kui is a substantial sharsholder in ECSI owning 4,000,000 shares (approximately 2%} and

«  The personal relationship existing between Mr Graeme Green and Mr Lu Xiac Bing has been developed over the last 8 years and
both men and their families are very close. in recent years this relationship has extended to other Board members and officers of
both ECS1 and Jeton. Mr Graeme Green also spends extensive amounts of time in China continuing o develop and grow the
refationship with Mr Lu Xiao Bing and Jeton

OB TR
palix: REHE

BROG E AN
ARG S PER SHARE e T

The following reflects the income and share data used in the calculations of basic and
diluted earnings per share:

Net loss atiributable to membars {Earnings used in calculating basic earnings per share): {83,108) {5,217}

Earnings used in calcutating for diluted securities:

Net loss attributable to members

{5,217}

Add back: Interest on convertible note _

Earnings used in calculated diluted earnings per share - .'."ﬁ'{_5_3,03_5}_ {5,217}

.: - Bandser of Burnirer of

S mbstgs e ahires

Weighted average number of ordinary shares used in calculating basic earings per share: _:- 200,469,969, L 179,121,801
Effect of dilutive securities: L

Convertible note .8,4{13,583 o _

Adjusted weighted average number of ordinary shares used in caleulating diluted earnings 208,873,552 S 179,121,801
pershare o e R T AR SRR

Conversions, calls, subscription or issues after 30 June 2602

Since the end of the financial year 4,361,642 ordinary shares have been issued, details are provided in note 26 - subsequent event.
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E8. REMLIMERATHON OF IHRECTORSE

income paid or payable, or otherwise made available, to all
directors of each enfity in the conselidated entity, directly or
indirectly, by the entiies of which they are directors or any
related party:

Income paid or payable, or otherwise made available, to all
directors of EC3! Limited, directly or indirectly, from the
entity or any related party:

The number of Directors of ECSI Limited whose income
{including superannuation contributions) falls within the
following bands is:

$0 - $9,999

$10,000 - $19,989
$20,000 - $28,989
$30,000 - $38,989
$40,000 - $49,989
$50,000 - $59,989
$60,000 - $69,009

30 RERMCHIERATION OF BEXECUTRS

Rermuneration received or due and receivable by executive
officers of the consolidated entity whose remureration is
$100,000 or more, from entities in the consolidated entity or
a refated party, in connection with the management of the
affairs of the entities in the consclidated entity whether as
an exscutive officer or otherwise:

Remuneration received or due and receivable by executive
officers of the cornpany whose remuneration is $100,000 or
mere, from the company or any related party, in connection
with the management of the affairs of the company or any of
its subsidiaries, whether as an exacutive officer or
otherwise:

The number of executives of the consolidated entity and the
cornpany whose remuneration falls within the following
bands:

$100,000 - $109,909
$110,000 - $119,909
$120,000 - $129,909
$130,000 - $139,900
$140,000 - $149,909
$150,000 - $159,909
$160,000 - $169,909

ECS! did not employ any executive officers during either period.

5 by %

120,000
No.
2
3
LEOMEOLIDATED B LIMETE LY
FEHER BT - RN £003 o0
b & & %
561,333 - _
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F1ALTATORE REMOGRERATION

Amounts received or due and receivable by auditors other than

Amounis received or due and receivable by McKenzie &
Partners for:

— Audits or reviews 25723

— Other services

25723

McKenzie & Partners for
— Audils or reviews

H2. RELATED PARTY HECLOBURES

Diractors
The directors of ECSI1 Limited during the financial year were:

Mr G.A. Green
Mr J. Green
Mr M. Weston (resigned 1 August 2003)

Mr J.W. Sharp
D, X, Huang {appointed 1 July 2002}

Whoelly-owned group transactions

Loans

Interest free unsecured loans made by ECSI Limited 1o whoily owned subsidiaries are not repayable untif such time when the subsidiaries
have surplus funds to mest these liabilities.

Director-related entity transactions

Director-related entity’s
Felscot Pty Lid is a company owned by Mr G A, Green and Mr J. Green and of which Mr G. A, Green is sole direcior.

Anozira Pty Lid is a company owned by Mr G.A. Green and Mr J. Green and of which Mr G. A. Green and Mr J. Green are sole direclors.

Services
ECSI currently occuples premises owned by Felscot Pty Limited on a rent-free basis.
Loans

Felscot negotiated a secured loan with an external party. The net funds of $237,373 {after payment of transaction costs) wers provided to
E-Control as an unsecured toan and are not repayable untit such time when E-Control has surplus funds to meet this liability. Felscot
presently charges interest at 7.9% pa which is the same rate payable to the external party. The interest paid during the period was
$1,725.32

Felscot has provided an interest free unsecured toan to E-Controf the balance at the end of financial year being $41,888. This loan is
repayable when E-Confrol has surplus funds to meet this liability.

Anozira has provided an interest free unsecured loan io E-Control the balance at the end of financial year being $922,442. This loan is
repayable when E-Confrol has surplus funds to meet this liability.

Director transactions
Loans

Mr M.J. Weston negotiated an unsecured loan of $25,000 with an external party. These funds were provided o E-Control as an
unsecured loan and are repayable when E-Control has surplus funds to meet this liabllity. Interest is charged at the same rate payable to
the external party. The interest charged during the vear was $3,178.
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RELATED PARTY IHEBCLORURES {cont’d}
Equity interests of directors held at balance date

Imterests in the equity instruments of EC3E Limited held by directors of the reporting entity and their direclor-related
entities:

Crdinary Shares Fully
Paid

2003
Number

M.J. Weston 4,387,366
Anozira Pty Lid' 95,612,634

100,000,000

{1} Anozira is a company owned by Mr G.A. Green and Mr J. Green and of which Mr G. A. Green and Mr J. Green are
sole directors.

Movements in directors’ equity holdings

There have been transactions concerning equity instruments during the financial year with directors or their director-
refated enfities.

Uitimate parent
£081 Limited is the ultimate parent company.

. BEGMENT WNECERMATHM

Segment business and locations

The consolidated entity operated in one industry segment during the current reporting period that being the provision of
security monitoring and access confrol system enhancements.

Geographically, the group operates in two segments, being Australia and China. Financial results for each segment are
provided below.

Segment accounting policies are the same as the conselidated entity’s policies described in Note 1.
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3. SECMERT INFORMATION {oonts)
Australia China Elimination’s Consolidated
2003 2002 2003 2002 2003 2002 2003 2002
A$'000 A$'000 A$'000 AS$'000 A$000 AS$'000 A% 000
Revenue:
Segment revenues 53 637 452 - - - 505 637
Unallocated revenues 244 4
Totat consolidated revenue 749 641
Results:
Segment result (52,850) {5,194} (167) - - - {53,017) (5,194}
Unallocated expenses {91) {23}
Net profit / {loss) from ordinary activities {53,108) {5,217}
Assets:
Segment assets 13,213 64 460 10,508 12,567 {13,023} {13,03%) 10,698 63,988
LiabHities:
Segment liabilities 5,907 4303 10,130 11,048 {10,037} {11,8786) 6,090 4,375

Other segment information:
Acquisition of - 6,312 - 632 - - - 6,844
non-current assets

Depreciation 3 3 3 2 - 6 5
Amortisation - 1,025 - - - - 1,025
Other non-cash expenses 51,208 3,577 680 - - - 51,888 3,577
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34, FHEAMOLAL BETRUBMENTS
33(a) Interest rate risk

The consolidated entify’s exposure o interest rate risks and the effective interest rates of financial assets and financial liabilities, both recognised and unrecognised at the

reporting date, are as follows:

Fiuaoh interest rate rosturing i

Flyvamedad Imatrurmania Fioating interawt T sy of ey vertio s ffore than & Motrinterast Totsl carvving Wi esdgpdvbeck
ripbe YERTE YRS Bearing BITHOUTE BE per EYBTHRGE
the statarsent of etfuctiva
Finmmoist itareat ke
pasitdon
2043 i TEv FO0E patliv paitix) A0UE it Pty FOER FO0E 2043 A0 Fialing FOOE
FO0E SO Bt Bo0G FOBE LD &G0 Pkl Fush ROt OO0 FaOt B S
(i} Financial assets S D o R S
Cash Tog19 11586 L _ _ S 10920 11887 02 0.1
Other receivables R 4,218 257 4,870 _ ~ 676 - 285 8,764 542 - 4T - 24
Investments _ _ _ . _ _ _ _ _ 156 _ 156 NIA N/A
Tetal financial assets 919 11,588 4218 257 4,870 _ _ _ 677 442 10684 12,285
N/A - not applicable for non-interest bearing financial instruments.
(i) Financial liabilities L R e
Trade creditors - _ _. _ 1947 1305 1,847 1386 L NA. NA
Other creditors _ _ I _ _ 2421 1,536 2421 1536 INIA. N/A
Bank and other loans - _ 20 464 230 _ e B2 52 517 302 .84, 65
Payable — other refated parties _ _ _ _ _ _ _ _ 992 889 992 980  N/A N/A
Total financial liabiliies 1 _ _ 20 464 230 _ _ 5412 3972 5817 4222

N/A not applicable for non-interest bearing financial instruments.

5|
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B4, FINAMNOEAL INETRUMENTS {cont’d)
33({b} Net fair values

{i}) The following methods and assumptions are used fo determine the net fair values of financlal assets
and liabiiities

Recognised financial instruments

Cash and cash equivalents: The carrying amount approximates fair valug because of their short-term to
maturity.

Other receivables, trade and other creditors/payables: The carrying amount approximates fair value.

investments: The carrying amount approximates fair value and is carried at the lower of cost and recoverable
amount.

33{c) Credit risk exposures
The consolidated entity’'s maximum exposures, excluding any collateral or other security held, to credit risk at

reporting date in relation to each class of recognised financial assets is the carrying amount of those assels as
indicated in the statement of financial position and notes to financial accounts.

B8, COMBANY BETARLS
The registered address of the company is:
Unit 1, 52 Hoskins Street Mitchelt ACT 2911
The principal place of business is:
Unit 1, 52 Hoskins Street Mitchelt ACT 2911

G, QREMGE OF MAME

The company changed its name from Omni Group Limited to ECSI] Limited on 19 February 2002.

Lak
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Directors Declaration
The directors of the company declare that:

1. the financial statements and notes, as set out on pages 9 fo 38, are in accordarnce with the
Corporations Act 2001, including:

{iy complying with Accouriting Standards and Corporations Regulations 2001; and

{il} giving a true and fair view of the company's and consolidated eritity's financial position as
at 30 June 2003 and of their performarice for the period ended on that date; and

2. in the directors’ opinion there are reascnable grounds to believe that the company will be able
to pay its debis as and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors.

On behalf of the Board

o B e

Graeme A. Green
Girector

29 September 2003

[Mractors Deolaration
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Lorporate Governance Staterment

The Board is accountabls to shareholders for the business and affairs of the consolidated entity.
Specifically the Board is responsible for:

+ seiting the strategic direction of the group;
+ establishing goals and objectives for management;
+ raviewing the performarnce of the CEO and executive team; and

+ ensuring that adequate systems of interrial controls exist and are appropriately monitored for
compliarnice.

+ The responsibility for implementing the strategic direction and the day-to-day affairs of the
company is delegated to the CEO.

The Board is supported by several commiltees of #s members. These commiliees comprise the
Remuneration Committee, Audit Commiltee and New Business Commitlee. The commitiees operate
under a charter approved by the Board.

Commpasithon of the Bogrd

The Board of ECSI Limited presently consists of four Directors. Three of these, including the Chairman
are rion-execulive Directors. The composition of the Board is determined in accordarice with the following
principtes and guidelines:

+« the board should comprise a minimum of four Directors and contain a majority of non-
execttive Directors;

+« the board should comprise Direclors with an approprate range of qualifications and
expertise;

» the chairperson must be a non-executive Director; and

» the board shall meet on a morithly basis {or as deemed necessary by Direclors} and follow
meeting guidelines set down to ensure all Directors are made aware of, and have available
ali necessary information, to participate in an informed discussion of all agenida items.

Non-executive Directors are remunerated by fees determined by the Board within the present aggregate
limit of $250,000 approved by shareholders in February 2002,

The directors in office at the date of this statement are:

Name Position

Mr J. Green Chairman, Non-Executive Director
Mr G.A. Green CEQ and Managing Director

Mr JW. Shamp Nori-Executive Director

Mr X. Huang Nori-Executive Director

Famnunaraticn Domeriiies

The Remurnieration Committee supports and advises the Board on executive remuneration policy and
makes recommendations to the Board on the remuneration of the Directors, including the CEO.

The Remurneration Committee is presently overseeing the development of an employee equity scheme to
align the goals of the company with those of ils employees as well as to atlract and retain guality
personnel. This scheme, once finalised, will be tabled for sharehclder review and approval.

Members of the Remuneration Commiltee at the date of this report were Mr J. Green (Chairman} and Mr
JW. Sharp.

Lak
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St Commditen

The Audit Commitiee advises on the establishment and maintenance of a framework of internal controts
including the safeguarding of assets, the maintenance of proper accounting records, and the reliability of
financiat information. The Commities reviews the management of significant business risks facing the
entity. The Commiltee provides a link between the external auditors and the Board, and monitors
compliance with statutory responsibiliies. The Committee has unrestricied access o management,
smployees and ECSY's external auditors.

Members of the Audit Committee at the date of this report were Mr J. Green {Chairman) and Mr JW.
Shiarp.

Mew Business Sommitien

The New Business Committee has been empowered by the Board to manage and control the
assessment, review, analysis and recommeridation of all business opporfunities presented to the
company. the board must still approve the recommendations of the Committee. The Committee
provides assurance to sharehiolders and the Board that all business opportunities are subject to
comprehensive financial, legal and due diligence review.,

Members of the New Business Commitiee at the date of this report were Mr J. Green {Chairman) and Mr
4W. Sharp. Other Directors and Executives are rotated through the committee on a relevant experience
basis.

Communication to Sherebolders and Continuous Disclosere Ghdigations

The Board places considerable importance on effective communications with shareholders. Forthright
communication is a key plank in building sustained shareholder value. Whilst £C31 only has limited
resources and personnsi it is intended o have a corporate web site operational prior to the end of the
2003 year. This web site will include details of all announcements 1o the ASX, annuat and semi-annuat
reports and copies of business presertations.

in addition o mesting the objective of effective communication with shareholders, Directors and
executives of the company understand that timely disclosure of relevant information is central to the
operation of an efficient securitiss market. All Directors anid executives of the company who, in the
performance of their duties, become aware of information that may have a material effect on the price of
the compariy's shiares, must niotify the Company Secretary as soon as they become aware of that
information.

The Company Secretary takes primary responsibility for communications with the ASX in relation to
listing rule obligations, including obligations of continuous disclosure.

Board Meetings

The number of meetings hisld during the year is detailed on page 7. Eleven meetings of the Board have
been scheduled for this current financial year.

The agenda for meetings is prepared by the Company Secretary in conjunction with the Chairman and
CEQ. Any member of the Board may request the addition of an item to the agenda and time is typically
available at the end of the meeting for the raising of new business. Papers and stbmissions are
circulated in either electronic or hard copy fo Directors, typically five working days in advarnice of the
meeting. Members of the Executive Committee are invited to join the Board for discussion of relevant
agernida items.

The Company Secretary

The Company Secretary is appointed by the Board and works with the Chairman to ensure that
procedures, applicable rules and regulations relating fo the Board are followed. The Company Secretary
also works closely and pro-actively with the Chairman to monitor and enhance corporate governance
processes. All Directors have access to the advice and services of the Company Secretary. The
Comparny Secretary is Stacey Graen.
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Securities Trading Policy
Directors and employees are subject to the Corporations Act restrictions on trading securities in the

Compariy if they are in possession of inside information. This is regarded as any information that is rion-
public and, if # were public, that a reasonable person would expect 1o have a material effect on the price

of the Company's securities.

in addition, the company has established a policy on the frading in ECSI's securities, which applies to all
Directors and employees. Key aspects of this policy are as follows:

« Directors and employees are encouraged to be long-term holders of the company’s securities and
are discouraged from any short-term frading;

« Dlirectors and employees may trade shares for 4 weeks following announcement of the aninual
results, half-year resulis and the anrnual general meeting, provided the market has been fully
informed. However a trading embargo of 2 days applies immediately after any significant
announcement;

« Directors and employees need o ensure that the market is fully informed betore they trade and o
protect themselves should discuss thie intendad share trading with the Chairmarn or Company
Secretary;

« Trading outside of the four-week period is required to be approved by the Chiairman, prior to any
fransaction occurring. Generatly, if the market is fully informed, the approval will be granted.

« Directors are required to notify the Company Secretary within 2 days of a change in their beneficial
interest inn the company's shares.

slependan! Professional Sdvice

Each Director has the right to seek independent professional advice at the company's expense. Prior
approval of the Chairman is required, which may not be unreasonably withheld.

Usaoe of Cash and Assets Readily Convertible to Cash

The Board is able fo confirm that in accordance with ASX Listing Rule 4.10.19 the company used the
cash and assets in a form readily convertible o cash that it had at the time of admission in a way
consistent with its stated business objectives.
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