Appendix 4D

ASX Half-Year Report

Name of entity: Data’3 Limited

ABN: 31010 345 267

Reporting period: Half-vear ended 31 December 20405
Previous corresponding period: Half-year ended 31 December 2004

Results for announcement to the market

Results

Revenue from ordinary activities up 19.2% 1t $112,832,000

Profit from ordinary activilies affer tax attributable to members up 343% 1o $2,598,000

Net profit for the peried attributable to members up 343% 1o $2,598,000

Dividends Amount per security | Franked amount per
gecurity

Current period

Ordinary dividend 11.0 cents 11.6 cents

Previous corresponding period

Ordinary dividend 7.5 cents 7.5 cents

The record date for determining entitlements to the dividend 15 17 March 2006.

Brief explanation of the figures reported above:

Refer to the attached Hali-Year Report {Directors” Report — Review of operations section) for
cormmentary on the half-year results.

The revenue and profit comparisons disciosed above are based on the AIFRS-restated results for
the previous corresponding period, and the net tangible agset backing per ordinary security for the
previous period (disclosed on the following page) has been restated to reflect any AIFRS
adjustments.




Data#3 Limited and Controlled Entities

Notes to Appendix 4D
For the half-year ended 31 December 2005

Net tangible assets per security

Current period Previous period

Net tangible asset backing per ordinary security $0.67 $6.51

Control gained over entities having a material effect

Name of entity {or group of entities) N/A

Loss of control of entities having a material effect

Name of entity {or group of entities) N/A

Additienal Dividend Information

Pretails of dividends declared or paid during or subsequent o the current period or the previous
corresponding period are as follows:

Record datfe Payment date Type Amount per Franked Total
security amount per dividend
security
17 March 2005 31 March 2005 Ordinary 7.5 cents 7.5 cents $1,143,000
16 September 30 September Ordinary 11.5 cents 11.5 cents $1,766,000
2005 2005
17 March 2006 | 31 March 2006 Ordinary 11.0 cents 11.0 cents $1,704,000

Dividend Reinvestment Plan

Data™3 Limited Dividend Reinvestment Plan

Shares under the plan are issued at a discount of 3% to the weighted average market price of all
shares sold on the ASX on the first day on which those shares are quoted ex-dividend in relation
to the dividend and on the following 4 trading days.

The last date for the receipt of an election notice for participation in the plan s the record date.




Data#3 Limited and Controlled Entities

Notes to Appendix 4D
For the half-year ended 31 December 2005

Details of associates and joint venture entities

Name of entities

N/A

Current period

Previous period

Consolidated entity’s percentage holding in each
of these entities

Aggregate share of profits after tax of these
entities.

3DS contribution to net profit afier tax

(IS5 contribution to net profit after tax

Compliance Statement

This report is based on financial statements reviewed by the auditor, copies of which are attached.

Signed:
John Grant
Managing Director
Date: 27 February 2006




Data”3 Limited

ABN 31 010 545 267

Half-Year Report
31 December 2005



Data®3 Limited and Controlled Entities

Directors’ Report

Your directors present their report on the consolidated entity consisting of Data”3 Limited and iis controlled entities for
the half-year ended 31 December 2005,

Directors

The following persons were directors of Data”3 Limited during the whole of the half-year and up to the date of this
report:

Mr R A Anderson

Mr G R Clark

Mr J E Grant

Mr W T Powell.

Mr H L Stack resigned as a director of Data™3 Limited on 23 December 2005,

Review of operations

Total revenue of the consolidated entity for the half-year was $112,832,000 {2004: $94,677,000}, an increase of 19%.
Product revenue increased 153% from $76,331,000 tc $88,069,000, and services revenue increased 34.5% from

$18,116,000 to $24,361,060.

The first half product revenue consisied of the following elements:

o ICT Products $32.6 million (2004: $33.5 million}
¢  Soflware Licensing $39.9 million (2004: $27.7 million}
*  Entesprise Infrastructure $15.6 million (2004: $15.1 mullion}

The mcrease m total product revenue reflected minimal change in ICT produet and enterprise infrastructure revenues,
and very strong growth in software licensing revenue compared to the corresponding previous half, buoyed by timing
changes in a material customer licensing coniract.

The first half services revenue consisted of the following elements:

« ICT Services $12.7 million (20604: $10.7 million}
*  Recruitment $10.9 million (2004: %6.1 million}
¢ Microsoft Application Services $0.8 million (2004: $1.3 million)

The increase In services revenue was due to increases i proiect-oriented [CT integration services, and strong growth in
recruilment services.

As reported previcusly, contribution at the gross margin level and the relativity of expenses to this are our measures of
growth and performance. The overall gross margin perceniage decreased by approximately 0.2% compared to the
previous corresponding period, primarily due to a sirong increase in the relatively low margin software licensing
business, and produced an increase over the previous corresponding period of approximately 18% in total gross margin
generated. Stafl’ expenses as a percentage of gross margin contribution increased margmally over the previous
corresponding period, but remained ahead of target for the half-year.

The net profit before tax, net profit after tax and earnings per share as previously reported for the half-year ended
31 December 20604 have been restated to comply with Ausiralian equivalents to Interpational Financial Reporting
Standards (AIFRS) - refer below for more detatl.

Net profit before tax {NPBT) was $3,825,000, which is consisient with the profit guidance provided at the Annual
General Meeting in November 2005, This represents an increase of 42% based on the previously reported 2004 halft
year NPBT of $2.685000, or an increase of 36.5% compared to the AIFRS-restated 2004 half-year NPBT of
$2,801,000.

Net profit after tax {NPAT} was $2,598,000, an increase of 44% based on the previously reported 2004 half-year NPAT
of $1,802,600, or an increase of 34% compared to the AIFRS-restated 2004 half-year NPAT of $1,934,000.

This represented basic earnings per share (EPS) of 16.85 cents, an increase of 42% based on the previously reported
2004 half-year BEPS of 11.87 cents, or an increase of 32% compared to the AIFRS-restated 2004 halfeyear EPS of 12.73
cents.



Data®3 Limited and Controlled Entities

Directors’ Report (continued)

The net cash outflow from operating activities i the current period ineludes paymenis made te suppliers i respect of
sales and cash received during the preceding {pre-30 June) period. Aged receivables’ balances and days’ sales
cutstanding remained on target, and mnterest bearing debt remained minimal.

The consolidated entity continued its focus on internal systems efficiency and cost control, and the logistics and
warchousing function continued to reduce ransaction costs through more cost-effective operations.

Tirst time adoption of Australian equivalents to International Financial Reporting Standards

This is the consolidated entity’s first published financial report prepared under Australian equivalents to [nternational
Financial Reporting Standards {AIFRS). The Accounting Standard AASB 1 First-time Adoption of Austrafian
Eguivalents to Internationa! Financiaf Reporting Standurds has been applied i preparing this half-year financial
report. Until 30 June 2005, the financial statements of the consolidated entity had been prepared under the previous
Australian Generally Accepted Accounting Prineiples {AGAAP).

The Australian Accounting Standards Board (AASB) adopted the Standards of the [nternational Accounting Standards
Board (IASB) for application te reporting periods beginning on or after 1 January 2005 by issuing AIFRS which
comprise & Framework for the Preparation and Presentation of Financial Statements, Accouniing Standards and the
Urgent Issues Group {UIG) Interpretations.

The comparative financial statements have been restated to reflect the changes through complying with AIFRS.
Accordingly the opening balance sheet at 1 July 2004 has been restated, although the impact was not material. The
profit after tax for the halfeyear ended 31 December 2004 has been adjusted under AIFRS from $1,862,000 to
$1,934,000, and the profit after tax for the year ended 30 June 2005 has been adjusted under AIFRS from 53,912,000 to
$4,177,000. The majority of AIFRS adjustments affeciing profit relate to the reversal of amortisation expense on
goodwill of $156,0600 for the half-year ended 31 December 2004 and $312,000 for the year ended 30 June 2003, which
is no longer amortised under AIFRS. Reconciliations explaining the transition to AIFRS as at 1 July 2004, 31
December 2004 and 30 June 2003 are provided i note 9 of the financial statements.

Dividends
The divectors have declared a fully {ranked dividend of 11 cents per share payable on 31 March 2006.
Auditor’s independence declaration

A copy of the audfter’s independence declaration as required under section 307C of the Corporations Act 2001 is sel
out ont page 4.

Rounding of amounts to nearest thousand doHars
The company is of a kind referred to in Class Order 98/0100 issued by the Australian Securities & Investments
Conmmission, relating to the “rounding off” of amounts i the directors” report and financial report. Amounts in the

directors” report and financial report have been rounded off to the nearest thousand dollars in accordance with that
Class Order, unless otherwise mdicated.

This report is made in accordance with a resolution of the directors.

R A Anderson
Director

Brisbane
Dated this 277 day of February 2006
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Auditor’s Independence Declaration

As lead engagement partner for the review of the half-year financial report of Data"3 Limited for the half-year ended 31
December 2005, | declare that, to the best of my knowledge and belief] there have been:

i no coniraventions of the auditor independence requirements of the Corporations Act 2001 in relation to the
review; and
ii. no contraventions of any applicable code of professional conduct in relation to the review.

JOHENSTON RORKE
Chartered Accountanis

PR

J Evans
Partner
Brisbane, Queenstand
27 February 2006



Data®3 Limited and Controlled Entities

Consolidated Income Statement
For the half-year ended 31 December 2085

Revenues
Sale of goods
Services

Other (note 2
Teotal revenue

Expenses
Changes inn inveniories of finished goods
Purchase of goods

Employee and coniractor costs directly on-charged {cost of sales on

services)

Other cost of sales on services
Other employee and contractor costs
Telecommunications

Rent

Travel

Depreciation and amortisation
Borrowing costs

Other

Total expense

Profit from ordinary activities before income tax expense

income tax LXpPense

Net profit

Basic earnings per share

Diluted earnings per share

Half-year
2085 2004
$2060 $°000
88,069 76,331
24,361 18,116
402 230
112,832 94,677
1,116 (163}
(78,018) {66,345}
{9,989 (6,971}
(2,311} (1,252}
(15,774) {13,217}
(386) (418}
{1,173) (1,022}
(603) (525}
{229) (297}
) (11)
{1,638) (1,651}
{109,067) {91,876}
3,825 2,801
{1.227) (867}
2,598 1,934
16.85¢ 12.73¢
16.85¢ 12.72¢c

The above Consolidated Income Statement should be read in conjunction with the accompanying notes.



Data®3 Limited and Controlled Entities

Consolidated Balance Sheet
Asg at 31 December 2605

Current assets

Cash and eash eguivalents
Recaivables

Inventories

Other

Total current assets

Non-current asseis
Available-for-sale financial asseis
Other financial assets

Property and equipment

Deferred tax asseis

intangible assets

Total non-current assets
Total assets

Current liabilities
Payables

Current tax liabilities
Provistons

Other

Total current Habiliies
Non-curreat liabilities
Provistons

Other

Total non-current liabilities
Total liabilities

Net assefs

Equity

Contributed eguity

Retained profits

Total equity

The above Consolidated Bolance Sheet should be read in conjunction with the accompanying notes.

31 December 30 June
2005 26805
ST 000 7604
5,615 9,173
25,147 30,192
3478 2,362
1,768 1.021
36,008 42,748
3 .

- 7

1,230 1,372
910 TH6
4,662 4,582
6,807 6,727
42,813 45475
23,384 31,356
929 699
565 507
1,633 1,997
26,811 34,559
3461 396
625 723
986 1,119
27,797 35,678
15,018 13,707
9,093 8,706
5,923 54691
15,018 13,757




Data®3 Limited and Controlled Entities

Consolidated Statement of Changes in Equity
For the half-year ended 31 December 2085

Number of Total
Ordinary Ordinary Retained  Shareholders’
2005 Shares Shares Earnpings Equity
. 00 $ 000 £7000 $° 000

Balance at 30 June 2005 15,330 8,706 3,091 13,797
Net meome - 2,598 2,598
fssuance of ordinary shares 145 389 - 389
Payment of dividends - - (1,760) {1,766}
Balance at 31 December 2085 15,495 9405 5,923 15,018
2004

Balance at 30 June 2004 15,126 8,190 3,742 11,932
Adiustment on initial adoption of AIFRS - - (246} {246}
Net meome - - 1,934 1,934
fssuance of ordinary shares 114 226 - 226
Payment of dividends - - (1.439) {1,439}
Balance af 31 December 2084 15,240 2416 3,991 12,407

The above Consolidated Statement of Changes in Equity should be read in conjunction with the accompanying notes.



Data®3 Limited and Controlled Entities

Consolidated Cash Flow Statement
For the half-year ended 31 December 2085

Half-year

2005 2084
$°008 %080

Cash flows from operating activities
Receipts in course of operations {inclusive of goods and services tax) 128,401 99,904
Payments to suppliers and employees (inclusive of goods and services tax) (129,560) {101,677)
Interest received 371 221
Borrowing costs {2) {11
income taxes paid (1,140) (809}
income taxes refunded - 193
Net cash (outflow) from operating activiiies {1,934 {2,179}

Cash flows from investing activities
Payments for property, plant and equipment (39) (42)
Payments for software assets {21d) -
Return of capital on investment 2 -
Proceeds from sale of property, plant and equipment - 12
Proceeds received from former joint venture partaer - 519
Net cash inflow {outflow} from mvesting activities {251) 389

Cash flows from financing activities
Proceeds from issues of shares 18 18
Repayment of lease Habilities - (34)
Dividends paid (1,395) {1,231)
Net cash (outflow) from financing activiiies {1,377 {1,247%
Net {decrease) in cash held {3.558) {2,837}
Cash and cash eguivalents at the beginuing of the reporting period 9,173 6,797
Cash and cash equivalents at the end of the reporting period 5,615 3,960

The above Consolidated Cash Flow Statement should be read in conjunction with the aecompanying nofes.



Data®3 Limited and Controlled Entities

Notes to the Consolidated Financial Statements
For the half-yvear ended 31 December 2085

Note 1. Summary of significant accounting policies

This general purpose finaneial report for the mterim half-year reporting period ended 31 December 2005 has been
prepared i accordance with Accounting Standard AASB 134 Inferim Financia! Reporting, and the Corporations Act
2001.

This mterim financial report does not include all of the notes of the type normally meluded in an annual financial
report. Accordingly, this report is to be read in conjunction with the annual report for the year ended 30 June 2605 and
any public announcements made by Data”3 Limited during the interim reporting period in accordance with the
continuous disclosure reguirements of the Corporations Act 2061,

(a} Basis of preparation of half-year financial report
The principal accounting policies adopted in the preparation of the financial report are set out below. These policies
have been consistently applied to all ihe perieds presented, anless otherwise stated.

Application of AASB I First-time Adoption of Ausirafian Eguivalents to Infernational Financial Reporiing Standards
{AIFRS)

This interim financial report is the first Data™3 Limited interim financial report to be prepared in accordance with
AIFRS. AASB I First-time Adoption of Australion Eguivalents to Infernational Financial Reporting Standards has
been applied in preparing these {inancial statements.

Financial statements of Data’3 Limited untif 30 June 2005 had been prepared in accordance with previous Australian
Generally Accepted Accounting Principles {AGAAP). AGAAP differs in certain respects from AIFRS. When
preparing the Data”3 Limited interim financial report for the half~year ended 31 December 2005, management has
amended eertain accounting, valuation, and consolidation methods applied in the previous AGAAP financial statements
to comply with AIFRS. With the exception of finaneial instruments, the comparative figures were restated to reflect
these adjusiments. The group has taken the exemption available under AASB 1 to only apply AASB 132 Financial
Instruments: Disclosure and Presentation and AASB 139 Financial Instruments: Recognition and Measurement from

1 July 2065.

Reconciliations and descriptions of the effect of transition from previcus AGAAP to AIFRSs on the group’s equity and
net income are given in note 7.

Historical cost convention

These financial statemenis have been prepared under the historical cost convention, as modified by the revaluation of
available-for-sale financial assets, financial asset and liabifities (including derivative instruments) at fair value through
profit or loss, certain classes of property, plant and equipment, and investment property.

(b} Principles of consolidation

The consolidated financial statements incorporate the assets and Habilities of all entities controlled by Data™3 Limited
(“company” or “parent eniity”} as at 31 December 2005 and the results of all controlled entities for the half-year then
ended. Data”3 Limited and its controlled entities together are referred to in this financial report as the group or
consolidated entity.

intercompany transactions, balances and unrealised gains on transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the fransaction provides evidence of the impairment of (he asset
transferred.  Accounting policies of the subsidiaries have been changed where necessary to ensure consistency with the
policies adopted by the group.

Where conivol of an entity is obtained during a financial year, its results are included in the consolidated income
statement from the date on which control commences. Where conirol! of an entity ceases during a financial year, its
results are included for that part of the year during which control existed.



Data®3 Limited and Controlled Entities

Notes to the Conselidated Financial Statements (continued)
For the half-year ended 31 December 2085

Note 1. Summary of significant accounting policies {continued)

{c) Foreign currency franslation

ftems meluded in the financial statements of each of the group’s entities are measured using the currency of the primary
economic environment in which the entity operates {“the functional currency™). The company’s functional and
presentation currency is Australian dollars.

Foretgn currency transactions are ranslated to Australian dollars using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from the settlemnent of such trapnsactions and from the
transiation at year-end exchange rates of monetary asseis and liabilities denominated in foreign currencies are
recognised in the income statement, except when deferred in equity as qualifying cash flow hedges and qualifying net
investment hedges. As at balance sheet date the consolidated entity has not entered any hedge transactions, as the risk
to the consolidated entity from foreign-denominated transactions i insignificant.

The resutis and financial position of overseas operations where the functional currency is different from the

presentation currency are translated into Australian dollars as follows:

* assets and liabilities for each balance sheet presented are translated at the closing rate at the balance sheet date;

« income and expenses are translated at average exclange rates (unless this is not a reasonable approximation of the
cumitlative effect of the rates prevailing on the fransaction dates, in which case income and expenses are transiated
at the dates of the transactions); and

« all resulting exchange differences are recognised as a separate component of equily.

{d} Revenue recognition

Revenue is measured at the fair value of the consideration received or recetvable. Revenue ineludes revenue earned
(net of returns, discounts, allowances and duties and taxes paid) from the provision of goods or services to entities
outside the consclidated entity.

Revenue from the sale of goods is recognised when the goods are shipped to a customer pursuant to a sales order and
the associated risks have passed o the customer. Revenue from services is recognised in accordance with the
percentage of completion method. The stage of completion is measured by reference to labour hours incurred to date as
a percentage of total estimated labour hours for each contract. Where it 1s probable that a {oss will arise from a fixed
price service contract, the excess of total costs over revenue is recognised as an expense immediately.

{e} Income tax

Income tax expense for the period is the tax payable on the current period’s taxable income based on the national
income tax raie for each jurisdiction adjusted by changes in deferred tax assets and liabilities attributable to temporary
differences between the tax bases of assets and liabilities and their carrying amounts in the financial statements, and to
unused tax losses.

Deferred tax assets and Habilities are recognised for temporary differences at the tax rates expected to apply when the
assels are recovered or liabilities are settled, based on those fax rates which are enacted or substaniively enacted for
each jurisdiction. The relevant tax rates are applied to the cumulative amounis of deductible and taxable temporary
differences arising from the initial recognition of an asset or a Hability. An exception is made for certain temporary
differences arising from the initial recognition of an asset or lisbility, in that no deferred tax asset or Hability 15
recognised in relation to these temporary differences if they arose in a transaetion {other than a business combination)
that did not affect either accouniing profit or taxable loss at the time of the transaction.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it 1s probable that
future taxable amounts will be available to utilise those temporary differences and losses. Deferred tax assets and
liabilities are not recognised for temporary differences between the carrying amount and tax basis of investments in
conirolled entities where the parent entity 1s able to control the timing of the reversal of the temporary differences and it
is probable that the differences will not reverse in the foreseeable fulure.

Current and deferred tax balances attributable to amounts recognised directly in equity are also recognised directly in
equity.



Data®3 Limited and Controlled Entities

Notes to the Conselidated Financial Statements (continued)
For the half-year ended 31 December 2085

Note 1. Sammary of significant accounting policies {continued)

e} Income tax (continued)

Data*3 Limited and fts wholly-owned Australian controlled entities are part of a tax-consolidated group under
Australian taxation law. The entities have alse entered into tax sharing and funding agreements. Under the terms of
these agreements, the wholly-owned entities reimburse Data”3 Limited for any tax liabilities arising in respect of their
activities. Data"3 Limited also reimburses its wholly-owned entities for the benefit of any tax losses arising in respect of
their activities. [n the opinion of the directors, the tax sharing agreement is also a valid agreement under the tax
consolidation legislation and Hmits the joint and several liability of the wholly-owned entities in the case of a default by
Data’3 Limited.

{f) Leases

Leases of property, plant and equipment where the group has substantizlly all the risks and rewards of ownership are
classified as finance leases. Finance leases are capitalised at the lease’s inception at the lower of the fair value of the
leased property or the present value of the minimum lease payments. The corresponding rental obligations, net of
finance charges, are included in other long-term payables. Lease payments are allocated between the liability and the
interest expense. The leased asset is depreciated on a straight-line basts over the shorter of the assel’s useful life or the
Iease term. Leased assets held at the reporting date are being depreciated over a period of 4 to 5 years.

Leases in which a significant portion of the risks and rewards of ownership are retained by ithe lessor are classified as
operating leases. Operating lease payments, net of any meentives received from the lessor, are charged to the income
statement on a straight-line basis over the period of the lease.

{g)y Cash and cash equivalents

Cash and cash equivalents inelude cash on hand, deposits held at call with financial institutions, and other short-ferm,
highly-liquid investments with original maturities of three months or less that are readily convertible to known amounts
of cash and which sre subject to an insignificant risk of changes in value. Bank overdrafts are shown within
borrowings in current Habilities on the balance sheel.

For purposes of the cash flow statement, cash includes cash and cash equivalents, net of sutstanding bank overdrafis.

{h} Receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost, less proviston for
doubtful debis. Trade receivables are non-interest bearing and are generally due for settlement ne more than 30 days
from the date of recognition. Collectibility of receivables is reviewed on an ongoing basis. Debis that are known to be
uncollectible are written off. A provision for doubiful debts is established when there is objective evidence that the
group will not be able to collect all amounts due according to the original terms of receivables.

{i) Inventories

Inventories are stated at the lower of cost and net realisable value. Costs are assigned to individual items of Inveniory
on a specific identification basis. Net realisable value is the estimated selling price in the ordinary course of business
less the estimated costs necessary to make the sale.



Data®3 Limited and Controlled Entities

Notes to the Conselidated Financial Statements (continued)
For the half-year ended 31 December 2085

Note 1. Summary of significant accounting policies {continued)

{j} Acquisitions of assets

The purchase method of accounting is used to account for all acquisiiions of assels, including business combinations,
regardless of whether equity mstruments or other assets are scquired. Cost is measured as the fair value of the assels
given up, shares issued or liabilities incurred or assumed at the date of exchange plus costs directly attributable to the
acquisition. Where equity instruments are issued in an acquisition, the value of the instruments is their published market
price as at the date of exchange, unless it can be demonsirated that the published price at the date of exchange is an
uareliable indicator of fair value and that other evidence and valuation methods provide a more reliable measure of fair
value. Transaction costs arising on the issue of equity instruments are recognised directly in equity.

identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are measured
initially at their fair values at the acquisition date, irrespective of the extent of any minority interest. The excess of the
cost of acquisition over the fair value of the group’s share of the identifiable net assets acquired is recorded as goodwill
(refer to note 1(p}). H the cost of acquisition is fess than the fair value of the net assets of the subsidiary acquired, the
difference is recognised directly in the income statement, but only afier a reassessment of the identification and
measurement of the net assets acquired.

Where setilement of any part of cash consideration is deferred, the amounts payable in the future are discounted to their
present value as at the date of the exchange. The discount rate used is the entity’s incremental borrowing rate, being the
raie at which a similar borrowing could be cbtained from an independent financier under comparable terms and
conditions.

(k} Impairment of assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment. Assets
that are subject to depreciation or amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss 18 recognised for the
amount by which the asset’s carrying amount exceeds ils recoverable amount. The recoverable amount is the higher of
an asset’s fair value less costs to sell or value in use. For the purposes of assessing impairment, assets are grouped at
the lowest levels for which there are separately identifiable cash flows.

{1) Non-current assets held for sale

Non-current asseis or disposal groups are classified as held for sale and stated at the lower of their carrying amounts or
fair value less costs to sell if their carrying amowunt will be recovered principally through a sale transaction rather than
through continuing use.

{m) Investments and other financial assets

The group has taken the exemption available under AASB 1 to apply AASB 132 Financia! Instruments: Disclosure
and Presentotion and AASB 139 Financial Instruments: Recognition and Measurement only from 1 July 2003, The
group Lus applied previous AGAAP to the comparative information on {inancial instruments within the scope of AASB
132 and AASB 139, For further information on previous AGAAP, refer to the annual report for the year ended 30 June
2005,

The nature of the main adjustmenis necessary for the comparative information to comply with AASB 132 and AASB
139 are that, with the exception of held-to-maturity investments and loans and receivables, which are measured at
amortised cost {refer below), fair value 18 the measurement basis.

From 1 July 2005, the group classifies its investments in the foHowing categories: linuncial assets at fair value through
profit or {oss, available-for-sale financial assets, loans and receivables, and held-to-maturity investments. The
classification depends on the purpose for which the investiments were acquired. Management determines the
classilication of it Investmenis at initial recognition and reevaluates this designation at each reporting date. Purchases
and sales of investments are recognised on trade date.



Data®3 Limited and Controlled Entities

Notes to the Conselidated Financial Statements (continued)
For the half-year ended 31 December 2085

Note 1. Summary of significant accounting policies {continued)

{m} Investments and other financial assets (confinued}

Investments are mitially recognised at fair value plus, for all financial assets not carried at fair value through profit and
loss, transaction costs. The fair values of quoted Investments are based on current bid prices. H the market fora
financial asset is not active, and for unlisied securities, the group establishes fair value using other valuation techniques
such as reference to the fair values of recent arms” length transactions involving the same or similar instruments,
discounted cash flow analysis, and option pricing models refined to reflect the issuer’s specific circumstances. The
group assesses at each balance date whether there 1s objective evidence that a financial asset or group of financial assets
is inpaired. The group considery various factors in determining whether to recognise an impairment charge, including
the length of time and extent to which the fair value has been less than the group’s cost basis, the financial condition
and near-term progpects of the investee, and the group’s intent and ability o hold the investment for a period of time
sufficient to allow for any anticipated recovery in market value.

Finaneial assets at fair value through profit and loss and available-for-sale financial assets are subsequenily carried at
fair value. Realised and unrealised gains and losses arising from changes in the fair value of the ‘financial assets at fair
value through profit or loss” category are included in the mcome statement in the pericd in which they arise.

Unrealised gains and losses arising fron: changes in the fair value of noa-monelary securities classified as available-for-
sale are recognised as a separate component of equity until the mvestment is sold, collected or otherwise disposed, or
until the investment is determined to be impaired, at which time the cumulative gain or loss previously reported in
equity is included in the income statement. In the case of equity securities classified as available for sale, a significant
or profonged decline i the fair value of a security below its cost is considered in determining whether the security is
impaired. [mpairment losses recognised in the income statement on equity instruments are not reversed through the
income statement.

Loans and receivables and held-to-matarity mvestments are carried at amortised cost using the effective interest
meihod. Amortised cost is caleulated by taking info account sny discount or premiumm on acquisition over the period of
maturity. For investments carried at amortised cost, gains and losses are recognised in income when the investments
are derecognised or impaired, as well as through the amortisation process.

As at balance sheet date the group has not entered any derivative contracts.

{n} Fair value of financial instruments

The fair value of certain of the group’s financial instruments, ineluding cash and cash equivalents, frade receivables
(net of allowance for doubtful accounts} and payables, accrued compensation, and other acerued lisbilities, approximate
cost because of their short maturities. The fair value of investments is determined using guoted market prices lor those
securities or similar financial instrumenis.

(o} Property and equipment

Property and equipment is stated at cost, less accumulated depreciation and amortisation. Depreciation and
amorlisation are computed using the straighi-line method to allocate cost net of residual values over the estimated
useful lives of the assets, being three to 20 years. Depreciation and amortisation of leasehold improvements are
computed using the shorter of the remaining lease terms or ten years.

Upon impairment, an asset’s carrying amount is writien down immediately to it recoverable amount (refer to note

1K)

{p} Goedwill and purchased intangible assets

CGoodwill on acquisition is mitially measured at cost, being the excess of the cost of the business combination over the
acquirer’s interest in the net fair value of the identifiable sssets, liabilities and contingent liabilities. Subsequently
goodwill 1s carried at cost less any accumulated mmpairment fosses. Goodwill s tested for impairment on an annual
basis, and between annual tests in certain eireumstiances, and written down when impaired. Based on the impairment
tests performed, there was no impairment of goodwill in financial years 2004, 2005 or the half-year ended 31 December
2005,

Purchased intangible assets other than goodwill are amortised over their useful lives unless these lives are determined
to be indefinite. Purchased intangibles are carried at cost fess accumulated amortisation and impairment losses.
Amorlisation is computed using the straight-line method over the estimated useful lives of the respective assels,
generally three to five years.



Data®3 Limited and Controlled Entities

Notes to the Conselidated Financial Statements (continued)
For the half-year ended 31 December 2085

Note 1. Summary of significant accounting policies {continued)

{q) Trade and other payables
These amounts represent liabilities for goods and services provided o the group prior to the end of the financial year
which are unpaid. The amounts are usually paid within 30-60 days of recognition.

{r} Provisions

Provisions are recognised when the group has a present obligation (legal or constructive) as a result of a past event, it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and &
reliable estimate can be made of the amount of the oblisration. Where the group expects some or all of a provision to be
reimbursed, such as under an msurance contract, the reimbursement is recognised as a separate asset, but only when the
reimbursement s virtually certain. The expense relating to any provision is presented in the income statement net of
any reimbursement.

{s) Employee benefits

Wages, salaries, annual leave and sick leave

Liabilities for wages, salartes, including non-monetary benefits, annual leave and aceumulating sick leave expected to
be seitled within 12 months of the reporting date are recogaised in other payables in respect of employees’ services up
to the reporting date, and are measured at the amounts expecied to be paid when the lisbilities are settled. Liabiliies for
sick leave, which is non-accumulating, are recognised when the leave is taken and measured at the rates paid or
pavable.

Long service leave

The Liability for long service leave is recognised i the provision for employee benefits and 1s measured as the present
value of expected future payments fo be made in respect of services provided by employees up 1o the reporting date.
Consideration is given fo expected future wage and salary levels, experience of employee deparfures and periods of
service. Expected future payments are discounted using market yields at the reporting date on national government
boads with terms to maturity and currency that match, as closely as possible, the estimated future cash outllows.

Post-employment benefits
Contributions are made by the group to defined contribution superannuation funds. Coniributions are charged to
expense as they are incurred.

Bonus plans

A lisbility for employee benefits in the form of bonus plans is recognised in other payables when the group has a
present legal or constructive obligation to make such payments as a result of past events and a reliable estimate of the
obligation can be made. Liabilities for bonus plans are expected to be seitled within 12 monihs and are measured at the
amounts expected o be paid when they are settled.

Share-bused compensation benefits
Share-based compensation benefits are provided to employees via the Data’3 Limited Employee Option Plan and an
empioyee share scheme.

For share options granted before 7 November 2002 and/or vested before 1 January 2005, The shares are recognised
when the options are exercised and the proceeds received allocated to share capital.

For share options granted after 7 November 2002 and vested after T January 2005, the fair value of the options granted
is recognised as an employee benefit expense with a corresponding imerease in equity. The fair value is measured at
grant date and recognised over the period during which the employees become unconditionally entitled to the options.
Fair value is determined using the Black Scholes Option Pricing Model and takes into account factors such as exercise
price, the term of the option, the share price at grant date and expected volatility of the underlying share, the expected
dividend yield and the risk-free interest rate for the term of the option.



Data®3 Limited and Controlled Entities

Notes to the Conselidated Financial Statements (continued)
For the half-year ended 31 December 2085

Note 1. Summary of significant accounting policies {continued)

{s) Employee benefits {(continuned)

At cach balance sheet date, the group revises its estimaie of the number of options that are expected to become
exercisable. The employee benefit expense recogaised each period takes into account the most recent estimate. Upon
the exercise of options, the balance of the share-based payments reserve relating to those options is transferred to share
capital.

The market value of shares issued under the employee share scheme 15 recognised in the balance sheet ag share capital,
with employee benefits expense, measured as the difference between the market value of the shares and the
consideration paid by the employee, if any.

{t) Confributed equity

Ordinary shares are classified as equity. [ssued and paid up capital is recognised af the fair value of the consideration
received. Any transactions costs arising on the issue of ordinary shares are recognised directly in equity as a reduction
of the share proceeds received.

{u} Earnings per share

Basic eamings per share is computed as profit attributable to equity holders of the company, adjusted o exclude costs
of servicing equity (other than ordinary shares), divided by the weighted average number of ordinary shares, adjusted
for any bonus element.

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account
the after-tax effect of interest and other financing costs associated with dilutive potential ordinary shares and the
weighted average number of shares assumed to have been issued for no eonsideration in relation to dilutive potential
ordinary shares.

(v} Rounding of amounts

The company is of a kind referred to m Class Order 98/0100, issued by the Ausiralian Securities and Investments
Commission, relating to the “rounding off” of amounts i the financial report. Amounis in the financial report have
been rounded off In accordance with that Class Order to ihe nearest thousand dollars, or in certain cases, to the nearest
dollar.

Half-vear

2085 2604
$°080 $008
Note 2. Other revenue
Other revenue from continuing operations:
Inferest 365 214
Other 3 16
402 230

Note 3. Segment information

Business Segment

The consolidated entity predominantly operates in one segment. Its activities include the procurement of
information and communication technology (1CT) products; the design, implementation and support of 1ICT
infrastructure solutions; the provision of 1CT recruitment services; and the supply, implementation and support
of application seftware solutions.

Geographical Segment
The consolidated entity’s operations are based predomimanily in Australia.



Data®3 Limited and Controlled Entities

Notes to the Conselidated Financial Statements (continued)

For the half-year ended 31 December 2085

Note 4: Dividends

Ordinary shares

Dividends provided for or paid during the half-year

Dividends not recognised at the end of the half-year

Since the end of the half-year, the divectors have recommended the payment of
an interim dividend of 11 cents (2004: 7.5 cenis) per fully paid ordinary share,
fully franked based on tax paid at 30%. The agpregaie amount of the proposed
interim dividend expecied to be paid on 31 March 2006 oul of retained profits
at the end of the half-year, but not recognised as a Hability, is

Note 5. Equity securities issued

issues of ordinary shares during the half-year
Exercise of options under the Data”3 Employee

Option Plan

Isstnce of shares for no cash consideration:
Dividend reinvestment plan

Note 6. Contingent Habilities

Half-vear

2085 2064

$2080 $7080

1,766 1,439

1,704 1,143

Half-year Half-year

2005 2004 2085 2604
Shares Shares $°000 3’806
26,000 26,600 18 18
125,211 93,706 37 208
145,211 113,700 389 220

There have been ne material changes in contingent Habilities from those disclosed in the June 2005 Annual

Report.

Note 7. Explanation of fransition to Australian equivalents to International Financial Reporting

Standards {AIFRS)

Reconcilations of eguity and profit reported under previous AGAAT to equity and profit reported under AIFRS are set

oitt below.

At the dafe of fransition to ATFRS: 1 July 2004

Total assets (notes b, £, g)
Total liabilities (notes ¢, d, g}

Fotal equity {note 1)

Previous Eifect of transition
AGAATP AIFRS
$°060 $7000
44,203 44,779
32,271 33,093
11,932 11,686

16



Data®3 Limited and Controlled Entities

Notes to the Conselidated Financial Statements (continued)
For the half-year ended 31 December 2085

Note 7. Explanation of {ransition to Australian equivalents to International Financial Reporting

Standards (AIFRS) (continued)

For the last half-vear reporting period: 31 December 2004

Previous Effect of transition

AGAATP to AIFRS AIFRS
Asg at 31 December 2004 $°000 $000 $7000G
Total assets {notes a, b, f, i) 43,982 702 44,684
Total lisbilities (notes ¢, d, g} 31,461 816 32,277
Total equity {note 1) 12,521 {114) 12,407
For the half-year reporting period:
Profit before income tax (notes a, ¢, d} 2,685 ile 2,801
Income tax expense (note b) (883} 16 (867}
Net profit 1,842 132 1,934
For the last reporting period: 30 June 2005

Previous Effect of transition

AGAATP to AIFRS AIFRS
As at 30 June 2005 $°000 $7000 $°000
Total assets {notes a, b, f, g 48,649 826 49,475
Total lisbilities (notes ¢, d, g} 34,871 807 35,678
Total equity {note 1) 13,778 10 13,797
For the reporting period:
Profit before income tax (notes a, ¢, d} 5,864 235 6,099
Income tax expense (note b) {1,952} 36 (1,922}
Net profit 3,912 265 4,177

{a) Intangible assets

Under AASB 3 Business Combinations, amottisation of goodwill is prohibited. Insiead goodwill is subject to
impairment festing. Impairment of assets 1s assessed by determining the recoverable amount as the higher of fair value
less costs to sell or value in use, focusing on the cash flows of the related cash generating unit, rather than using the
previous method of undiscounted cash flows. The effect this change in accounting policy is:

At I July 2004
There is no effect.

At 31 December 2004

There is an increase in consolidated goodwill of $156,000 and consolidated retained earnings of $156,000.

At 30 Fune 2005

There is an increase in consolidated goodwill of $312,000 and consolidated retained earnings of $312,0600.

For the half-year ended 31 December 2004

Consolidated amortisation expense is $156,000 lower.

For the vear ended 30 June 2005

Consolidated amortisation expense is 5312,000 lower.



Data®3 Limited and Controlled Entities

Notes to the Conselidated Financial Statements (continued)
For the half-year ended 31 December 2085

Note 7. Explanation of {ransition to Australian equivalents to International Financial Reporting
Standards (AIFRS) (continued)

{b} Income tax

Under AASB 112 Income Taxes, delerred tax balances are defermined using the balance sheet approach under which
temporary differences are identified for each asset and Habikity based on the differences between their carrying amounts
and their tax bases rather than the current income statement method which accounts for the effects of timing and
permanent differences between taxable income and accounting profit. Under previous AGAATP income tax expense
was caleulated by reference to the accouniing profit after allowing for permanent differences. Deferred tax was not
recognised in refation to amounts recognised directly in equity. The effect of this change in accounting policy is:

At 1 July 2004
There is a decrease in consolidated deferred tax assets of $12,000 and consclidated retained earnings of $12,6006.

At 31 December 2004
There is a decrease in consolidated deferred tax assets of $8,000 and consolidated retained ecamings of $8,600.

At 30 June 20035
There is a decrease in consolidated deferred tax assets of $5,000 and consolidated retained ecamings of $3,600.

For the half-vear ended 31 December 2004
There is a decrease in income tax expense of $4,000.

Far the vear ended 30 June 2005
There is a decrease in income tax expense of $7,000.

{c) Operating lease rentals

Under AIFRS operating lease payments are generally reguired to be charged to expense on a straight-line basis over the
term of the lease. Under previous AGAAP lease paymenis were charged (o expense as incurred. The effect of this
change i accouniing policy is:

At I July 2004
There is an increase in accrued Habilities of $268,600 and a corresponding deerease in consolidated retained eamings.

At 31 December 2004
There is an increase in accrued Habilities of $303,600 and a corresponding deerease in consolidated retained eamings.

At 30 Fune 20035
There is an increase in accrued Habilities of $324,600 and a corresponding deerease in consolidated retained eamings.

For the half~vear ended 31 December 2004
There is an increase In reat expense of $35,060.

Far the vear ended 30 June 2005
There is an increase In reat expense of 536,060,



Data®3 Limited and Controlled Entities

Notes to the Conselidated Financial Statements (continued)
For the half-year ended 31 December 2085

Nete 7. Explanation of transition to Australian equivalents to International Financial
Reporting Standards (AIFRS) (continued)

{d} Provisions

Under AIFRS a provision must be taken up for the present value of “make-good” provisions in relation to operating
leases. Under previous AGAAP “make-good” costs were charged to expense as incurred. The effect of this change i
accounting policy is:

At I Juby 2004
There is an increase in non-current provisions of $65,000 and a corresponding decrease in consolidated retained
earmnings.

At 31 December 2004
There is an increase in non-current provisions of $70,000 and a corresponding decrease in consolidated retained
earmnings.

At 30 June 2005
There is an increase in non-current provisions of $86,000 and a corresponding decrease in consolidated retained
earmnings.

For the half~vear ended 31 December 2004
There is an increase in other expense of $5,000.

For the vear ended 30 June 2005
There is an increase in other expense of $21.000.

{e) Employee benefits

Under AASB 2 Share-based Payment, the consolidated eniity recognises an expense in relation to those options that
were issued to employees under the Data™3 Employee Option Plan after 7 November 2002 but that had not vested by 1
Jaguary 2003; under AGAAP the consclidated entity’s poliey required no recognition of expense.

No adjustment s required under AASB 2 during the half-year ended 31 December 2604 or the year ended 30 June
2005, as all options outstending had vesied prior to | January 2065,

{f) Retained earnings
The effect on retained earings of the changes set out above are as follows:

1 July 31 December 2064 30 fune 2605

Note 2604 $000s $600s
8 $000s
Goodwill amortisation {a) - {1506) (312
Straight-line rent {) 268 303 324
Make-good provisions {d) 63 70 86
333 217 98
Tax effect of above adjustments * {99 {11 (1223
Adiustment due to adoption of AASB (b) 12 8 5
112
Decrease/{increase) in retained earnings 246 114 {19}

*inerease 1a deferred tax asseis



Data®3 Limited and Controlled Entities

Notes to the Conselidated Financial Statements (continued)
For the half-year ended 31 December 2085

Nete 7. Explanation of transition to Australian equivalents to International Financial
Reporting Standards (AIFRS) (continued)

{g)} Other changes
In addition to the above, other changes made on transition to AIFRS are as follows:

¢ Reclassification of purchased software asseis from property and equipment fo intangible assets {$53,000 at 36
June 2063},

¢ Recognition of additional leaschold improvements and related lease incentive Hability ($489,000 at 1 July
2004, $443,000 at 31 December 2004, and $397,000 at 30 June 2005).

These changes did not impact equity or profit.

20



Data®3 Limited and Controlled Entities

Directors’ Declaration

in the directors” opinion the attached financial statements and notes:

(a} comply with Accounting Standard AASB 134 Imterim Financia! Reporting, the Corporations Regulations
2001 and other mandatory professional reporting requirements; and

(b} give a true and fair view of the consclidated entity’s financial position as at 31 December 2005 and of iis
performance, as represented by the resulis of its operations and its cash flows, for the half-year ended on that
date.

In the directors’ opiniomn:

(a} the financial staterents and notes are in accordance with the Corporations Act 2001; and
(b} there are reascnable grounds fo believe that Data’3 Limited will be able to pay its debis as and when they
become due and payable.

This declaration is made 1n accordance with a resclution of the directors.

R A Anderson
Director

Brisbane
Dated this 27" day of February 2006
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Scope

We have reviewed the financial report being the Directors” Declaration, Consolidated Income Statement, Balanee
Sheet, Statement of Changes in Equity and Cash Flows and Notes to the Consolidated Financial Statements of Data3
Limited (the company} for the half-year ended 31 December 2005, The financial report includes the consclidated
financial statements of the consolidated entity comprising the company and the entities it conirolled at the end of the
half-year or from time to time during the halfyear. The company’s directors are responsible for the financial report.
We have performed an independent review of the financial report in order to state whether, on the basis of the
procedures described, anything has come to our attention that would indicate that the financial report is not presented
fairly in aceordance with Accouniing Standard AASB 134: fnferim Financial Reporting and other mandatory
professional reporting reguirements in Australia and statutory requirements, so as to present a view which is consistent
with our understanding of the consolidated entity’s financial position, and perfornmance as represented by the results of
its operations and its cash flows, and in order for the company to lodge the financial report with the Australian Stock
Exchange and the Australian Securities & Iovestments Commission.

Our review has been conducied in accordance with Australian Auditing Standards applicable to review engagements.
A review is Hmited primarily to inquiries of company personne! and analytical procedures applied to the financial data.
These procedures do noi provide all the evidence that would be required in an audit, thus the level of assurance
provided is less than that given in an audit. We have not performed an audit and, accordingly, we do not express an
audit opinion.

Independence

in conducting our review, we have complied with the independence requirements of the Corporations Act 20601, We
confirm that the independence deelasation required by the Corporations Act 2001, provided to directors of the
company, would be in the same terms if provided to the divectors as at the date of this review report.

Statement

Based on our review, which is not an audil, we have not become aware of any matter that makes us believe that the
halfyear financial report of Data™3 Limited is not i accordance with:

(a} the Corporations Act 2001, including:
(1} giving a true and fair view of the consolidated entity’s financial posttion as at 31 December 2003 and
of its performance for the halfeyear ended on that date; and

(i1} complying with Accounting Standard AASB 134: Interim Financiaf Reporting and the Corporations
Regulations 2001; and

(b} other mandatory professional reporting requirements in Australia.

JOHUNSTON RORKE
Chartered Accountanis

prae

J Evans
Partner
Brigbane, Queensiand
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Notes to the Conselidated Financial Statements (continued)
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27 February 2006
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